








TABLE 15

UNAUDITED
CITY OF SALEM, VIRGINIA
CAPITAL ASSET STATISTICS BY FUNCTION/PROGRAM
LAST FIVE FISCAL YEARS
Program/Function 2008 2007 2006 2005 2004
Public safety
Police stations 1 1 1 1 1
Law enforcement vehicles 50 48 45 42 56
Fire stations 3 3 3 3 3
Fire trucks 7 6 5 5 5
Ambulance 5 5 4 3 3
Public works
Primary streets (lane miles) 67.5 67.5 64.8 64.8 64.3
Secondary streets (lane miles) 272 269.8 224.8 224.8 222.8
Alley (lane miles) 12 12 10.8 10.8 10.8
Number of garbage trucks 13 13 10 11 12
Parks, recreation and cultural
Community centers/Senior center 1 1 3 3 3
Parks/athletic fields 15 15 15 15 15
Acres of parks maintained 495 495 495 495 495
Libraries 1 1 1 1 1
Golf courses 1 1 1 1 1
Electric
Substations 11 11 7 7 7
Miles of distribution lines
Overhead 158 158 159 161 161
Underground 33 33 33 31 31
Miles of transmission lines 17 17 23 23 23
Water and sewage
Water treatment plants 1 1 1 2 2
Miles of distribution lines 182 181 181 180 155
Miles of sanitary sewers 176 176 174 174 144
Note:

Information is presented beginning with the year the City implemented GASB 34.

Source: City of Salem Finance Department
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CITY OF SALEM, VIRGINIA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2008

Federal
Federal Grantor/Pass-through Grantor CFDA Federal
(Commonwealth of Virginia)/Program Title Number Expenditures
Department of Agriculture
Department of Agriculture and Consumer Services
Food Distribution — Commaodities — Pass-through Payments 10.555 $ 128,183
Department of Education
National School Breakfast Program 10.553 83,700
National School Lunch Program 10.555 384,555
Department of Justice
Direct Payments
Drug Enforcement Task Force 16.000 78,008
Bulletproof Vest Partnership Program 16.607 3,671
Department of Transportation
Highway Planning and Construction 20.205 125,989
Division of Motor Vehicles
State and Community Safety Program 20.600 4,393
Alcohol Traffic Safety and Drunk Driving Prevention 20.601 21,480
Federal Emergency Management Agency
Department of Emergency Services
Emergency Management Assistance 83.503 2,557
Department of Education
Department of Education
Education Consolidation Improvement Act of 1981:
Title I. Grants to Local Educational Agencies 84.010 298,079
Title I: State Grants for Innovation Programs 84.298 2,497
Title Il: Part A, Improving Teacher Quality 84.367 136,449
Title Il: Education for Economic Security 84.048 44,024
Elementary and Secondary Education Act (ESEA):
Special Education — Grants to States 84.027 697,475
Special Education — Preschool Grants 84.173 24,329
Teaching American History Grant 84.215 15,398
Vocational Education:
Education Technology 84.318 5,990
Adult Education 84.002 68,692
Special Projects:
English Language Acquisition 84.365 7,879
Safe and Drug Free Schools and Communities 84.186 8,486
Total Expenditures of Federal Awards $ 2,141,834

Note 1: Basis of Accounting
This schedule was prepared on the modified accrual basis of accounting.

Note 2: Nonmonetary Assistance
Nonmonetary assistance is reported in the Schedule of Expenditures of Federal Awards at the fair
market value of the food commodities disbursed. At June 30, 2008, the Component Unit — School
Division had food commodities in inventory of $50,504.
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Certified Public Accountants

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 City Council
City of Salem, Virginia
Salem, Virginia

We have audited the financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Salem, Virginia (the “City”), as of and for the year ended June 30, 2008,
which collectively comprise the City’s basic financial statements and have issued our report thereon
dated November 25, 2008. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
Specifications for Audits of Counties, Cities, and Towns, issued by the Auditor of Public Accounts of
the Commonwealth of Virginia.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinions on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
City’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the City’s internal control over financial reporting.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in internal
control over financial reporting that might be significant deficiencies or material weaknesses. However,
as discussed below, we identified certain deficiencies in internal control over financial reporting that we
consider to be significant deficiencies.

A control deficiency 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 misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the City’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the City’s financial statements that is more than
inconsequential will not be prevented or detected by the City’s internal control. We consider the
deficiencies described in the accompanying schedule of findings and questioned costs as Items 08-1 and
08-2, to be significant deficiencies in internal control over financial reporting.
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Internal Control Over Financial Reporting (Continued)

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will not
be prevented or detected by the City’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies in the
internal control that might be significant deficiencies and, accordingly, would not necessarily disclose
all significant deficiencies that are also considered to be material weaknesses. However, we believe that
the significant deficiencies described above are not material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s basic financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, including certain provisions of the compliance matters
described in the Summary of Compliance Matters, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. 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 an instance of noncompliance or other matters
that is required to be reported under Government Auditing Standards and which is described in
the accompanying schedule of findings and questioned costs as Item 08-4.

We noted certain matters that we reported to management of the City in a separate letter dated
November 25, 2008.

The City’s responses to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. We did not audit the City’s responses and, accordingly, we
express no opinion on them.

This report is intended solely for the information and use of management, others within the

City, state and federal awarding agencies and pass-through entities, and City Council and is not intended
to be, and should not be, used by anyone other than these specified parties.

évm, Ctyymeds %,?{ofﬁ

CERTIFIED PUBLIC ACCOUNTANTS

Roanoke, Virginia
November 25, 2008
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133

Honorable Members of City Council
City of Salem, Virginia
Salem, Virginia

Compliance

We have audited the compliance of the City of Salem, Virginia (the “City”), with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended
June 30, 2008. The City’s major federal programs are identified in the summary of auditor’s results section
of the accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of
laws, regulations, contracts and grants applicable to each of its major federal programs is the responsibility
of the City’s management. Our responsibility is to express an opinion on the City’s compliance based on
our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about the City’s
compliance with those requirements and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does
not provide a legal determination on the City’s compliance with those requirements.

In our opinion, the City complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended June 30, 2008.
However, the results of our auditing procedures disclosed an instance of noncompliance with those
requirements, which is required to be reported in accordance with OMB Circular A-133 and which
is described in the accompanying schedule of findings and questioned costs as Item 08-3.
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Internal Control over Compliance

The management of the City is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts, and grants applicable to
federal programs. In planning and performing our audit, we considered the City’s internal control over
compliance with the requirements that could have a direct and material effect on a major federal program
in order to determine our auditing procedures for the purpose of expressing our opinion on compliance,
but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the City’s internal control over
compliance.

A control deficiency in an entity’s internal control over compliance 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 noncompliance with a type of compliance requirement of a federal
program on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the entity’s ability to administer a federal program such that there is
more than a remote likelihood that noncompliance with a type of compliance requirement of a federal
program that is more than inconsequential will not be prevented or detected by the entity’s internal
control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the entity's internal control.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesses, as defined above.

The City’s response to the finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. We did not audit the City’s response and, accordingly, we
express no opinion on it.

This report is intended solely for the information and use of management, others within the City,

state and federal awarding agencies and pass-through entities, and the City Council and is not intended to
be, and should not be, used by anyone other than those specified parties.

Goun, Glumeds Kompany, f 4.7

CERTIFIED PUBLIC ACCOUNTANTS

Roanoke, Virginia
November 25, 2008
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CITY OF SALEM, VIRGINIA

SUMMARY OF COMPLIANCE MATTERS
June 30, 2008

As more fully described in the 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 the City’s compliance with certain provisions of the laws, regulations, contracts,
and grants shown below.

STATE COMPLIANCE MATTERS

Code of Virginia: State Agency Requirements:
Budget and Appropriation Laws Education

Cash and Investment Laws Comprehensive Services Act
Conflicts of Interest Act

Debt Provisions

Local Retirement Systems

Procurement Laws

Uniform Disposition of Unclaimed Property Act
Sheriff Internal Controls

FEDERAL COMPLIANCE MATTERS

U.S. Office of Management and Budget (OMB A-133) Compliance Supplement:

Provisions and conditions of agreements related to federal programs selected for testing.
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CITY OF SALEM, VIRGINIA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2008

A. SUMMARY OF AUDITOR’S RESULTS

1. The auditor’s report expresses an unqualified opinion on the basic financial statements.

2. Two significant deficiencies related to the audit of the financial statements are reported in the 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. The identified
significant deficiencies are not considered material weaknesses.

3. No instances of noncompliance material to the basic financial statements were disclosed during the
audit.

4. No significant deficiencies are disclosed in the Report on Compliance with Requirements Applicable to
Each Major Program and Internal Control over Compliance in Accordance with OMB Circular A-133.

5. The auditor’s report on compliance for the major federal award programs expresses an unqualified
opinion.

6. The audit disclosed one audit finding relating to major programs.

7. The programs tested as major programs include:

Title I: Grants to Local Educational Agencies 84.010
Special Education — Grants to States 84.027
Special Education — Preschool Grants 84.173

8. The threshold for distinguishing Types A and B programs was $300,000.
The School Board was determined to be a low-risk auditee.

B. FINDINGS - FINANCIAL STATEMENT AUDIT

08-1: Closing Process (Significant Deficiency)
Condition:

We noted errors in the year ending closing process related to unrecorded retainage liabilities, accounts
payable, over-accrued prior year federal reimbursement receivables, capitalized interest, and prior
year accrued interest expense.

Recommendation:

During the year ending closing process, management should implement review procedures to ensure
the adequacy and reasonableness of year ending balances.

Management’s Response:

The City of Salem Finance Department has revised year end procedures for recognition of
construction retainage and accounts payable to ensure year end balances are correct. Additional
levels of review will be performed to verify the calculation of accrued and capitalized interest. The
school division concurs that there was an overaccrual in the Flow Through Grant in a prior year and
has reviewed accrual procedures to ensure that the current accrual process results in an accurate
accrual.
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CITY OF SALEM, VIRGINIA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2008

B. FINDINGS - FINANCIAL STATEMENT AUDIT (Continued)

08-2:

Unrecorded Cash (Significant Deficiency)
Condition:

We noted approximately $150,000 of unrecorded cash on hand that the Treasurer had previously
collected for surety bond deposits that had not been recorded by the City.

Recommendation:

Procedures should be designed and implemented, including all departments involved in issuing,
collecting, recording, and tracking these deposits, to ensure all such deposits are properly recorded.

Management’s Response:

The City of Salem has implemented procedures for departments to provide assurance that all amounts
received as surety from private contractors are recorded and properly accounted for.

C. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS

08-3:

Title I Employee Time and Effort (CFDA 84.010)
Condition:

Through discussions with City management, we noted that the required semi-annual employee time
and effort certifications are not currently being filed for Title I teachers.

Recommendation:

Management should implement procedures to ensure timely and complete filing of the semi-annual
employee time and effort certifications for Title I teachers.

Management’s Response:

The time and effort certifications have now been obtained from Title I teachers and will be
maintained on a semi-annual basis.

D. FINDINGS AND QUESTIONED COSTS — COMMONWEALTH OF VIRGINIA

08-4:

Timely Disclosure Statement Submission
Condition:

We noted one out of five School Board officials did not file the official disclosure statement by the
January 15" required submission deadline as set forth by the Code of Virginia.

Recommendation:
Steps should be taken to ensure that these statements are filed in a timely manner.
Management’s Response:

The school division concurs with the comment and has noted it for future reference.
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Department of Finance

City of Salem, Virginia

Frank P. Turk
Angela A. Sellers

Director of Finance
Assistant Director of Finance

Accounting/Accounts Payable/Purchasing

Vickie L. Akers

Christina M. Brannan
Heather F. Duncan, CPA
Rowena W. Epperly
Mary Ann Penney, CPA
Susan L. Peterson, CPA
Tammy H. Todd, CPA
Karen M. Vaught
Kathryn B. Williams

Alyson R. Chaisson

Mechelle Bennett-Stump
Patricia K. Poage

Administrative

Payroll
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Accounting Assistant
Accountant

Senior Accountant
Buyer

Senior Accountant
Senior Accountant
Accounting Supervisor
Accounting Technician
Accounting Assistant

Finance Administrative
Secretary/Accounting Technician

Payroll Technician
Payroll Supervisor





