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INDEPENDENT AUDITOR’S REPORT

Members of the Board of Directors
Economic Development Authority of Stafford County, Virginia

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the Economic Development Authority of Stafford County,
Virginia (Authority), a discretely presented component unit of Stafford County, Virginia, as of and for the
years ended June 30, 2023 and 2022, and the related notes to the financial statements, which collectively
comprise the Authority's basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the respective financial position of the Authority, as of June 30, 2023 and 2022, and the
respective changes in financial position, and cash flows thereof for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS); the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States (Government Auditing Standards); and
the Specifications for Audits of Authorities, Boards and Commissions, issued by the Auditor of Public
Accounts of the Commonwealth of Virginia. Our responsibilities under those standards and specifications
are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of
our report. We are required to be independent of the Authority and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.



In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Authority's ability to continue as
a going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Authority's internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Authority's ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.



Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis on pages 4-7 be presented to supplement the basic financial statements. Such
information is the responsibility of management and, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information
in accordance with GAAS, which consisted of inquiries of management about the methods of preparing
the information and comparing the information for consistency with management's responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Management is responsible for the other information included in the annual report. The other information
comprises the introductory section as listed in the table of contents, but does not include the basic
financial statements and our auditor's report thereon. Our opinion on the basic financial statements does
not cover the other information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
basic financial statements, or the other information otherwise appears to be materially misstated. If, based
on the work performed, we conclude that an uncorrected material misstatement of the other information
exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 12, 2023 on our consideration of the Authority's 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 the effectiveness of the Authority's 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 Authority's internal control over financial reporting and compliance.

PBMu, #4 P

Harrisonburg, Virginia
December 12, 2023
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Management Discussion and Analysis
Fiscal Year 2023

Economic Development Authority of Stafford County, Virginia

Stafford County, Virginia

As management of the Economic Development Authority of Stafford County, Virginia, we offer the

readers of the Authority’s financial statements this narrative overview and analysis of the financial

activities of the Economic Development Authority of Stafford County, Virginia for the fiscal year end June

30, 2023. We encourage readers to consider the information presented here in conjunction with additional
information presented in the financial statements and notes to the financial statements.

Financial Highlights

The Authority's assets exceeded its liabilities by $2,232,601 for the fiscal year reported. This compares to
the previous year when assets exceeded liabilities by $2,583,025.

The unrestricted net position balance of $2,232,601 and $2,583,025 represents the portion available to

maintain the Authority’s continuing operations as of June 30, 2023 and 2022, respectively.

Net position decreased from $350,424 to $2,232,601 as of June 30, 2023.

The following represents the Authority's financial position for the years ended June 30, 2023 and 2022:

Summary of Net Position

2023 2022

ASSETS

Current assets $ 1,473,685 1,637,100

Noncurrent assets 770,404 959,557
Total Assets 2,244,089 2,596,657
LIABILITIES

Long-term liablilities 11,488 13,632
Total Liabilities 11,488 13,632
NET POSITION

Unrestricted 2,232,601 2,583,025
Total Net Position $ 2,232,601 2,583,025
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Summary of Change in Net Position

2023 2022
Amount % Total Amount % Total
REVENUES
Sponsorship revenue $ 90,293 342% § 20,500 8.67%
Bond issuance and loan fees 11,156 0.42% 11,590 4.90%
Assistance and grants 2,492,136 94.28% 155,977 65.99%
Interest income 49,860 1.89% 48,287 20.43%
Total Revenues 2,643,445 100.00% 236,354 100.00%
EXPENSES
Local industry assistance and grants 2,776,062 92.72% 136,810 39.76%
Administration and marketing 161,170 5.38% 132,921 38.63%
Professionai fees 51,790 1.73% 35,922 10.44%
Bank and service fees 4,847 0.16% 4,905 1.43%
Unrealized loss on investment - 0.00% 33,548 9.75%
Total Expenses 2,993,869 100.00% 344,106 100.00%
Change in Net Position $ (350,424) § (107,752)

Overview of the Financial Statement

The Authority is an independent political subdivision of the Commonwealth, with such public and
corporate powers as are set forth in this chapter § 15.2 established by Stafford County. The financial
statements are reported on accrual basis of accounting. Operating revenue and expenses are distinguished
from non-operating revenue and expenses. Examples of operating revenue and expenses include
sponsorships and expenses on the Annual Appreciation Reception and other events, whereas non-
operating include revenue and expenses on property sales.

Following the Management’s Discussion and Analysis are the basic financial statements of the Authority
together with the notes, which are essential to a full understanding of the data contained in the financial
statements. The Authority’s basic financial statements are designed to provide readers with a broad
overview of the Authority’s finances.

The Statement of Net Position presents information on all the Authority’s assets and liabilities, with the
difference between the two reported as net position. Over time, increases or decreases in net position may
serve as a useful indicator of the Authority’s financial position.

The Statement of Revenues, Expenses and Changes in Net Position presents information showing how the
Authority’s net position changed during the most recent year. All changes in net position are reported as
soon as the underlying event occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will result in cash flows in future periods.

The Statements of Cash Flows relates to the cash and cash equivalents. Consequently, only transactions
that affect the Authority’s cash accounts are recorded in this statement. A reconciliation is provided at the
bottom of the Statement of Cash Flows to assist in the understanding of the difference between cash flows
from operating activities and operating income. In the fiscal year ended June 30, 2023, cash decreased by
$289,626 primarily due to the commitment to Germanna Community College.



Economic Factors

The Authority acts in the capacity of the economic development organization, separate from Stafford
County government. However, the Authority works to implement the strategic economic development
goals of the County as promulgated by the Stafford County Board of Supervisors in their Strategic Plan
and the associated Economic Development and Tourism Strategies and Plans.

= In 2023, the Authority continued to offer businesses support through convening and
networking opportunities through its annual business appreciation reception (BAR) for local
businesses and quarterly events. The Authority raised over $20,000 in sponsorship revenues for
these events (some of these were previously committed or secured in prior fiscal years). The
sponsorships covered approximately 95% of the direct costs of the events.

» The Authority also made significant investments in 2023 to community events and
organizations to provide opportunities for workforce training, business services, and increase
economic activity. A specific example of thts is the EDA contribution of $25,000 to support an
annual tournament with the American Junior Golf Association. These funds contributed to over
$190,000 in local economic impact and over $24,000 in contributions to local charities through
the event.

* In September 2020, the Authority pledged a grant to Germanna Community College for
$750,000 to be paid over five years in equal annual installments. The grant was to be used to
expand the Barbara J. Fried Center located in Stafford County. Subsequently, the Authority
amended an MOU with Germanna as the Community College chose a more suitable location in
Stafford that was in keeping with the spirit of the original pledge. The updated terms of the
pledge require Germanna Community College to provide the Authority with various project
information including a project budget, expansion plans, and project approvals before the first
grant installment is paid. The first installment of $200,000 was paid in February 2023. A
subsequent full payment was made for $550,000 in July 2023 satisfying the Authority’s pledge.

» Loan programs: In July 2019, the Stafford Economic Development Authority Loan Program
was approved with a Memorandum of Understanding (MOU) with Rappahannock Economic
Development Corporation (REDCO), Virginia Community Capital (VCC) and the University
of Mary Washington Small Business Development Center (UMWSBDC) to manage the
Stafford Economic Development Authority (Authority) Loan Program. The purpose of the
program is to encourage the expansion of new and existing businesses in Stafford County. The
Authority, REDCO, and VCC will work in coordination and collaboration to accept loan
applications, review, underwrite, close, and service loans. The loan program offers three loan
types to qualified borrowers: Business Growth Loans, Micro Loans and COVID-19 Loans. In
July 2020, the Authority entered into the first loan agreement under this program. As of June
30, 2023, there are seven loan agreements under this program, and $148,774 remains available
for loan programs.

* In the fall of 2022, Stafford County announced a reorganization of the former Economic
Development and Tourism Department, moving the Tourism Department into another County
Department. This change took the Department staff headcount from 8 to S personnel.
Subsequently, several members of the County staff announced their departure fluctuating the
Department between 2-4 staff members over the last half of fiscal year 2023. These staff
transitions include the departure of the Department’s Director. Though there are no specific
issues we can point to arising from this transition, the fact that it has strained the EDA’s
capacity should not be overlooked.

* In September of 2023, the Authority entered into a contract to support several administrative
functions of the EDA to include the GoV A grants. This contract operates on a month-to-month
basis with a 60-day notice required to cancel the agreement by either party. The monthly fee

for these services is $2,400.
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* The EDA has engaged with Stafford County to request a transition of the County’s parcel at
RV Parkway be transferred to the EDA. The EDA would then redevelop the parcel through
partnerships or grants. This former landfill is a prime location for industrial use. The County is
currently in the process of rezoning the property and the EDA is willing to accept this parcel
and has budgeted for this parcel to be transferred in 2024.

« The EDA serves as a conduit for several state and local incentives. In 2023 this accounted for
more than 2 million in the EDA’s cash flow. It is anticipated that these passthrough incentives
will continue and increase in the future.

* ARPA Agreement: In September 2023, the EDA entered into an agreement with Stafford
County to use $72,000 of the County’s ARPA funds for a workforce marketing initiative in
Qualified Census Tracts (QCTs). These funds will be focused on advertising open positions at
Stafford-based businesses and Stafford as a beneficial place to work more generally. An RFP
to secure a contractor has been approved and is pending advertisement.

¢ As part of two Go Virginia Grants, spanning fiscal years 2022, 2023, and 2024 the EDA has
helped establish the Virginia Smart Community Testbed. The Testbed is a location for a
statewide program that fosters and encourages new “smart” technologies to improve public
infrastructure and public services. Stafford County EDA is a Founding Partner of the Testbed.
To date, the activities in the Testbed have resulted in supporting over 80 technology-based
businesses and have directly resulted in attracting new companies to Stafford County. The
EDA secured office equipment and specific supplies for the Testbed through the Grant and a
portion of its own financial resources. Additionally, the EDA took on contractual
responsibility for the Grant and sub-contracts for a Technology Specialist and contractual work
on entrepreneurship with RIoT, LL.C through the end of fiscal year 2023. The EDA intends to
continue to act in its capacity to sustain the work of the Virginia Smart Community Testbed
and spread the entrepreneurial ecosystem regionally. The Authority also plans to aggressively
pursue partnerships and seek grant funding to do so.

Contacting the Authority's Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors
with a general overview of the Authority's finances and to show the Authority's accountability for the
money it receives and generates. The Authority does not receive any direct funding from Stafford County.
If you have questions about this report or need additional information, contact the Authority's office in
Stafford, Virginia.

Respectfully submitted,

QM» w
J4ck Rowlay, Tregsurer

Economic Development Authority of Stafford County, Virginia
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ECONOMIC DEVELOPMENT AUTHORITY
OF STAFFORD COUNTY, VIRGINIA

STATEMENTS OF NET POSITION
June 30, 2023 and 2022

2023 2022
ASSETS
Current Assets
Cash and cash equivalents $ 1,287,353 §$ 1,576,979
Other assets 4,002 164
Notes receivable - current 54,928 59,957
Investments 127,402 -
Total current assets 1,473,685 1,637,100
Noncurrent Assets
Notes receivable - noncurrent 520,404 459,557
Certificates of deposit 250,000 500,000
Total noncurrent assets 770,404 959,557
Total assets 2,244,089 2,596,657
LIABILITIES
Accounts Payable 11,488 13,632
Total liabilities 11,488 13,632
NET POSITION
Unrestricted 2,232,601 2,583,025
Total net position $ 2,232,601 $ 2,583,025

The accompanying notes are an integral part of the financial statements.



ECONOMIC DEVELOPMENT AUTHORITY
OF STAFFORD COUNTY, VIRGINIA

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
Years Ended June 30, 2023 and 2022

2023 2022
Revenues:
Operating revenue:
Sponsorship revenue $ 90,293 $ 20,500
Bond issuance and loan fees 11,156 11,590
Total operating revenues 101,449 32,090
Expenses:
Operating expenses:
Local industry assistance and grants 2,776,062 136,810
Administration and marketing 161,170 132,921
Professional fees 51,790 35,922
Bank and service fees 4,847 4,905
Total operating expenses 2,993,869 310,558
Operating loss (2,892,420) (278,468)
Non-operating revenue (expense):
Unrealized loss on investment - (33,548)
Interest income 49,860 48,287
Intergovernmental revenue 2,492,136 155,977
Total nonoperating revenues, net 2,541,996 170,716
Change in net position (350,424) (107,752)
Net Position, beginning 2,583,025 2,690,777
Net Position, ending $ 2,232,601 $ 2,583,025

The accompanying notes are an integral part of the financial statements. 9



ECONOMIC DEVELOPMENT AUTHORITY
OF STAFFORD COUNTY, VIRGINIA

STATEMENTS OF CASH FLOWS
Years Ended June 30, 2023 and 2022

2023 2022
Cash Flows from Operating Activities:
Receipts from economic development activities $ 97,611 §$ 44,144
Payment to suppliers and grant recipients (2,996,013) (317,210)
Net cash used in operating activities (2,898,402) (273,066)
Cash Flows from Noncapital and Related Financing Activities:
Contributions from governments 2,492,136 155,977
Net cash provided by noncapital and related
financing activities 2,492,136 155,977
Cash Flows from Investing Activities:
Interest and other income 49,860 48,287
Notes receivable issued (138,000) -
Payments received on notes receivable 82,182 229,846
Purchase of investments (127,402) -
Sale of investments 250,000 -
Net cash provided by investing activities 116,640 278,133
Net increase (decrease) in cash
and cash equivalents (289,626) 161,044
Cash and Cash Equivalents:
Beginning 1,576,979 1,415,935
Ending $ 1,287,353 § 1,576,979
Reconciliation of Operating Loss to Net Cash Used in
Operating Activities
Operating loss $ (2,892,420) $ (278,468)
Changes in operating assets and liabilities:
Decrease (increase) in:
Other assets (3,838) 12,054
Increase (decrease) in:
Accounts payable (2,144) 3,348
Other liabilities - (10,000)
Net cash used in operating activities $ (2,898,402) $ (273,066)
Schedule of Noncash Investing Activities
Unrealized loss on investments $ - 33,548

The accompanying notes are an integral part of the financial statements.
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ECONOMIC DEVELOPMENT AUTHORITY
OF STAFFORD COUNTY, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

Note 1. Nature of Business

The Economic Development Authority of Stafford County, Virginia (Authority) is a component unit of
Stafford County, Virginia (County). The Authority was established under the Industrial Development and
Revenue Bond Act (Chapter 33, Section 15.1-1373 et. seq.) of the Code of Virginia (1950, as amended).
The Authority has the responsibility to promote industry and develop trade by inviting manufacturing,
industrial and commercial enterprises to locate to or remain in the County. The Authority has been
determined to be a component unit of the County in accordance with Governmental Auditing Standards.
Component units are legally separate entities. The Authority has no direct financial commitment from the
County. Per statute, “upon dissolution of the Authority, its assets shall be vested in Stafford County and
possession of such funds and properties shall forthwith be delivered to the County.”

Note 2. Significant Accounting Policies

Measurement focus, basis of accounting and financial statement presentation: The Authority’s
financial statements are reported using the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash
flows.

The Authority distinguishes operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services in connection with the Authority’s
principal ongoing operations. The principal operating revenues of the Authority arise from bond issuance
fees and sponsorships. Operating expenses include various program costs and contractual services. All
revenues and expenses not meeting this definition are reported as nonoperating. When both restricted and
unrestricted resources are available for use, it is the Authority’s policy to use restricted resources first.

Cash and cash equivalents: The Authority considers all highly liquid investments purchased with a
maturity of three months or less to be cash equivalents.

Capital assets: Capital assets are reported at cost or fair value at time of donation or purchase. Buildings
are depreciated using the straight-line method over a useful life of 30 years. At June 30, 2023, the
Authority did not have ownership of any capital assets.

Net position: Net position is the difference between (a) assets and deferred outflows of resources and (b)
liabilities and deferred inflows of resources.

Use of estimates: The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America (U.S. GAAP) requires management to make estimates
and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Subsequent events: The Authority has evaluated subsequent events through December 12, 2023, the date
on which the financial statements were available to be issued.
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ECONOMIC DEVELOPMENT AUTHORITY
OF STAFFORD COUNTY, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

Note 3. Deposits and Investments

Deposits: 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.

Custodial credit risk (deposits): Custodial credit risk (deposits) is the risk that in the event of a bank
failure, the Authority’s deposits may not be returned to it. The Authority’s investment policy requires all
deposits to be insured under FDIC or comply with the Act. At year-end, none of the Authority’s deposits
were exposed to custodial credit risk.

Investment policy: State statutes authorize local governments and other public bodies to invest in
obligations of the United States or its agencies thereof, obligations of the Commonwealth of Virginia or
political subdivisions thereof, obligations of the International Bank for Reconstruction and Development
(World Bank), the Asian Development Bank, the African Development Bank, "prime quality"
commercial paper and certain corporate notes, bankers’ acceptances, repurchase agreements, and the
LGIP.

An investment policy has been adopted by the Authority which states that the funds of the Authority can
only be invested in AAA-rated debt instruments or federally insured certificates of deposit.

The Authority categorizes its fair value measurements within the fair value hierarchy established by U.S.
GAAP. The hierarchy is based on the valuation inputs used to measure the fair value of the asset. Level 1
inputs are quoted prices in active markets for identical assets, Level 2 inputs are significant other
observable inputs, and Level 3 inputs are significant unobservable inputs.

The Authority has the following investment subject to recurring fair value measurement as of
June 30, 2023:

e Certificates of deposit totaling $250,000, valued using quoted market prices (level 1 inputs), are
classified as long-term investments as of June 30, 2023. The certificates bear interest at 3.05%

and mature in 60 months.

e Money market account totaling $127,402, valued using quoted market prices (level 1 inputs), is
classified as short-term investments as of June 30, 2023. The account bears interest at 4.50%.

12



ECONOMIC DEVELOPMENT AUTHORITY
OF STAFFORD COUNTY, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

Note 4. Notes Receivable

As of June 30, 2023, notes receivable totaled $575,332 with a current portion reported in the amount of
$54,928. The notes are the result of property sale financing and the Authority’s loan programs. The
Authority considers the notes receivable to be collectible; therefore, no allowance for losses has been
reported.

Property sales financing: The Authority has entered into various property sale agreements and as a
result, has agreed to finance the following sales:

In June 2019, the Authority sold 1318 Jefferson Davis Highway in Stafford County for the amount of
$650,000. A note was executed in the amount of $455,000 with interest of 5.5% per annum and monthly
payments of $2,794. The note is amortized over a 25-year period and matures on June 1, 2026. The note
is secured by a deed of trust on the property designated as Stafford County, Virginia Tax Map Parcel A,
38-29. At June 30, 2023, the note balance was $417,048.

Micro Loans: During fiscal year 2021, in accordance with the Authority’s loan program, a Micro Loan
was made in the amount of $15,000 with interest of 2% and monthly payments of $513. The loan matures
in July 2023. The loan was fully paid off in June 2023.

During fiscal year 2022, in accordance with the Authority’s loan program, three Micro Loans were made
totaling $95,000 with interest of 4.25% and monthly payments ranging from $443 to $699. The loans
mature in April 2025, August 2026, and June 2027. At June 30, 2023, the note balances were $38,227.
One of these loans was fully paid off in March 2023.

During fiscal year 2023, in accordance with the Authority’s loan program, three Micro Loans were made
totaling $95,000 with interest ranging from 4.25% to 7.50% and monthly payments ranging from $249 to
$1,619. The loans mature in April 2026 and September 2027. At June 30, 2023, the note balances were
$120,057. See Note 6 for more detail on the Micro Loans program.

Note 5. Conduit Debt

Periodically, the Authority issues Industrial Revenue Bonds to provide financial assistance to private-
sector entities for the acquisition and construction of industrial and commercial facilities deemed to be in
the public interest. The bonds are secured by the property financed and are payable solely from payments
received on the underlying mortgage loans. Upon repayment of the bonds, ownership of the acquired
facilities transfers to the private-sector entity served by the bond issuance. The Authority is not obligated
in any manner for repayment of the bonds. Accordingly, the bonds are not reported as liabilities in the
accompanying financial statements. There are no such agreements for the Authority as of June 30, 2023.
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ECONOMIC DEVELOPMENT AUTHORITY
OF STAFFORD COUNTY, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

Note 6. Commitments

Go Virginia grant: The Authority was awarded a grant from Go Virginia for $215,000 to establish a
RioT Accelerator Program in the Rappahannock Regional Entreprencur Ecosystem. In July 2021, the
Authority partnered with RIoT which launched the two-year accelerator program. As a part of this grant,
in September 2021 the Authority entered into a two-year agreement with the Virginia Innovation
Partnership Corporation (formerly Center for Innovative Technology) and launched a new Smart and
Cyber Tech Entrepreneur Development Program with the Virginia Smart Community Testbed. The
Authority paid for one-half of the cost for the specialist contractor up to $130,000 over a two-year
program, with that amount, up to $65,000 of that cost reimbursed by the Go Virginia Grant. VIPC has
paid for the other half of the cost to the contractor up to $65,000. In 2023, the Authority signed a no-cost
extension of this program to complete the final accelerator course beginning in August. There is an
anticipated final reimbursement for the grant program for approximately $25,000 in January 2024.

Germanna Community College grant: In September 2020, the Authority pledged a grant to Germanna
Community College for $750,000 to be paid over five years in equal annual installments. The grant will
be used to expand the Barbara J. Fried Center located in Stafford County. Subsequently, the Authority
amended an MOU with Germanna as the Community College chose a more suitable location in Stafford
that was in keeping with the spirit of the original pledge. The updated terms of the pledge require
Germanna Community College to provide the Authority with various project information including a
project budget, expansion plans, and project approvals before the first grant installment is paid. The first
installment of $200,000 was paid in February 2023. A subsequent full payment was made for $550,000 in
July 2023 satisfying the Authority’s pledge.

Loan programs: In July 2019, the Stafford Economic Development Authority Loan Program was
approved with a Memorandum of Understanding (MOU) with Rappahannock Economic Development
Corporation (REDCO), Virginia Community Capital (VCC) and the University of Mary Washington
Small Business Development Center (UMWSBDC) to manage the EDA Loan Program. The purpose of
the program is to encourage the expansion of new and existing businesses in Stafford County. The
Authority, REDCO, and VCC will work in coordination and collaboration to accept loan applications,
review, underwrite, close, and service loans. The loan program offers three loan types to qualified
borrowers: Business Growth Loans, Micro Loans and COVID-19 Loans. In July 2020, the Authority
entered into the first loan agreement under this program. As of June 30, 2023, there are seven loan
agreements under this program, and $148,774 remains available for loan programs.

Marketing contract: In July 2020, the Authority entered into a one-year marketing contract that has been

renewed annually. The contract was renewed for another year commencing August 1, 2023 with a
monthly fee of 7,609.
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ECONOMIC DEVELOPMENT AUTHORITY
OF STAFFORD COUNTY, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

Note 7. Related Parties

Various Board Members of the Authority provide services to the Authority in the normal course of
business.

Note 8. Risk Management

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; and natural disasters. To reduce insurance costs and the need for self-
insurance, the Authority has coverage with the Virginia Association of Counties Group Self Insurance
Association (Association) for liability insurance. Each Association member jointly and severally agrees to
assume, pay and discharge any liability. The Authority pays the Association contributions and
assessments based upon classifications and rates into a designated cash reserve fund out of which
expenses of the Association and claims and awards are to be paid. In the event of a loss deficit and
depletion of all available excess insurance, the Association may assess all members the proportion in
which the premium of each bears to the total premiums of all members in the year in which such deficit
occurs.

Note 9. Pending GASB Statements

At June 30, 2023, the Governmental Accounting Standards Board (GASB) had issued statements not yet
implemented by the Authority. The statements which might impact the Authority are as follows:

GASB Statement No. 99, Omnibus 2022, will enhance comparability in accounting and financial
reporting and improve the consistency of authoritative literature by addressing (1) practice issues that
have been identified during implementation and application of certain GASB statements and (2)
accounting and financial reporting for financial guarantees. The portion of the Statement related to
financial guarantees and the classification and reporting of derivative instruments within the scope of
Statement No. 53 are effective for fiscal years beginning after June 15, 2023.

GASB Statement No. 100, Accounting Changes and Error Corrections — an amendment of GASB
Statement No. 62, will enhance accounting and financial reporting requirements for accounting changes
and error corrections to provide more understandable, reliable, relevant, consistent, and comparable
information for making decisions or assessing accountability. Statement No. 100 will be effective for
accounting changes and error corrections made in fiscal years beginning after June 15, 2023.

Management has not determined the effect these new Statements may have on prospective financial
statements.
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ECONOMIC DEVELOPMENT AUTHORITY
OF STAFFORD COUNTY, VIRGINIA

NOTES TO FINANCIAL STATEMENTS

Note 10. Subsequent Events

ARPA Agreement: In September 2023, the EDA entered into an agreement with Stafford County to use
$72,000 of the County’s ARPA funds for a workforce marketing initiative in Qualified Census Tracts
(QCTs). These funds will be focused on advertising open positions at Stafford-based businesses and
Stafford as a beneficial place to work more generally. An RFP to secure a contractor has been approved
and is pending advertisement.

RV Parkway: The EDA has engaged with Stafford County to request a transition of the County’s parcel at
RV Parkway be transferred to the EDA. The EDA would then redevelop the parcel through partnerships
or grants. This former landfill is a prime location for industrial use. The County is currently in the process
of rezoning the property and the EDA is willing to accept this parcel and has budgeted for this parcel to
be transferred in 2024.

Go Virginia Planning Grant: In July 2023, the Authority was awarded a one-year grant from Go Virginia
for $195,000 to establish to expand the Testbed Entrepreneurial Ecosystem Across Region 6. As a part of
this grant, in October 2023 the Authority entered into an agreement with RIoT to support the planning
efforts for this program. RIoT, with support from the Testbed Tech Specialist, EDA Marketing
Contractor, and the Grant Manager, will execute three discovery meetings to identify potential
opportunities for entrepreneurs to pilot identified community needs across Go Virginia Region 6.
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PBMares.

CPAs and Consultants

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

Members of the Board of Directors
Economic Development Authority of Stafford County, Virginia

We have audited, 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 the Specifications for Audits of Authorities, Boards
and Commissions, issued by the Auditor of Public Accounts of the Commonwealth of Virginia, the
financial statements of the Economic Development Authority of Stafford County, Virginia (Authority), a
discretely presented component unit of Stafford County, Virginia, as of and for the year ended
June 30, 2023, and the related notes to the financial statements, which collectively comprise the
Authority’s basic financial statements, and have issued our report thereon dated December 12, 2023.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority's internal
control over financial reporting (internal control) as a basis for designing the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the Authority’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Authority’s 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 Authority’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.

Our consideration of internal control over 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. Given these limitations, during our audit, we did not identify any
deficiencies in internal control we consider to be material weaknesses. However, material weaknesses or
significant deficiencies may exist that were not identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority's financial statements are free from
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 statements. 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. We did identify an instance of
noncompliance, described in the accompanying Schedule of Finding and Response as item 2023-001.

Authority's Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the Authority's
response to the finding identified in our audit and described in the accompanying Schedule of Finding and
Response. The Authority's response was not subjected to the other auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on the response.

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 Authority’s
internal control or on compliance. This report is an integral part of an audit performed in accordance with

Government Auditing Standards in considering the Authority’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

%Bmmw, 44f

Harrisonburg, Virginia
December 12, 2023
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ECONOMIC DEVELOPMENT AUTHORITY
OF STAFFORD COUNTY, VIRGINIA

SCHEDULE OF FINDING AND RESPONSE
Year Ended June 30, 2023

Section I. FINANCIAL STATEMENT FINDINGS
A. Compliance Finding
2023-001: Compliance with Security for Public Deposits Act

Criteria: The Security for Public Deposits Act, contained in the Code of Virginia, Sections 2.2-4400 to
2.2-4411, governs security for Virginia public deposits held in financial institutions. In Virginia, all
public deposits must be identified as such to ensure the safety of the deposit.

Condition: Upon auditing cash balances, it was noted that a bank used by the Authority is not
identified as a public deposit by the Virginia Department of the Treasury.

Recommendation: We recommend the Authority contact the bank to ensure the bank is properly
reported as a public deposit by the Virginia Department of the Treasury.

Views of Responsible Officials: The auditee agrees with these recommendations and is taking steps
to address this finding. While we agree with these findings, it should be noted that these accounts
were opened in 2015 according to records from Stifel. We have also completed an annual audit in
each of those years following the opening of this account. While we will take swift corrective action,
it is our view that these accounts are properly managed at a reputable financial institution. The
amounts of these deposits and holdings were reported on at the regular monthly meetings of the
Authority, and are held in FDIC-insured accounts.
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CORRECTIVE ACTION PLAN
Year Ended June 30, 2023

Identifying Number: 2023-001: Compliance with Security for Public Deposits Act

Finding:

Upon auditing cash balances, it was noted that a bank used by the Authority is not identified as a
public deposit by the Virginia Department of the Treasury.

Corrective Action Taken or Planned:

The EDA has contacted the account representatives at Stifel and instructed them to submit the proper
compliance materials to the Virginia Department of the Treasury. The Authority’s contact person will
provide regular progress updates to the Authority at the regular monthly meeting. Should the deposit
holder not provide proper compliance paperwork to the Virginia Department of the Treasury or
satisfactory progress to the Authority by May 31, 2024, the Authority will move any accounts in
question to another institution as soon as practicable.

The contact person responsible for the corrective action is Jack Rowley, Treasurer of the Economic
Development Authority with the assistance of the EDA Secretary.
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