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..."h Cherry Bekaert*

Report of Independent Auditor 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

To the Board of Supervisors
County of Fairfax, 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 financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the County of Fairfax, Virginia (the “County”) as of and for the year ended June 30,
2020, and the related notes to the financial statements, which collectively comprise the County’s basic financial
statements, and have issued our report thereon dated November 23, 2020.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered County’s 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 opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the County’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the County’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 entity’s financial statements
will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

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 have not been identified.
Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to
be material weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County’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. The results of our tests disclosed no instances of noncompliance
or other matters that are required to be reported under Government Auditing Standards.
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County’s Response to Findings

The County’s responses to the findings identified in our audit are described in the accompanying schedule of
findings and questioned costs. The County’s responses were not subjected to the auditing procedures applied in
the audit of the financial statements and, accordingly, we express no opinion on them.

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 entity’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 entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

%BMLLP

Tysons Corner, Virginia
November 23, 2020
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..."\ Cherry Bekaert*

Report of Independent Auditor on Compliance for Each Major Program and on
Internal Control over Compliance Required by the Uniform Guidance

To the Board of Supervisors
County of Fairfax, Virginia

Report on Compliance for Each Major Federal Program

We have audited the County of Fairfax, Virginia's (the “County”) compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have direct and material effect on each
of the County’s major federal programs for the year ended June 30, 2020. The County’s major federal programs
are identified in the summary of auditor’s results section of the accompanying schedule of findings and questioned
costs.

Management’s Responsibility
Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its
federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the County’s major federal programs based
on our audit of the types of compliance requirements referred to above. 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 the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those standards
and the Uniform Guidance 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 County’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 on compliance for each major federal
program. However, our audit does not provide a legal determination of the County’s compliance.

Opinion on Each Major Federal Program

In our opinion, the County complied, in all material respects, with the types of compliance requirements referred
to above that could have a direct and material effect on each of its major federal programs identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned costs for the year
ended June 30, 2020.
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Report on Internal Control over Compliance

Management of the County is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our audit of
compliance, we considered the County’s internal control over compliance with the types of requirements that could
have a direct and material effect on each major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with the Uniform Guidance, 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 County’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely
basis. A material weakness in internal control over compliance is a deficiency, or a combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material noncompliance with a
type of compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely
basis. A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies,
in internal control over compliance with a type of compliance requirement of a federal program that is less severe
than a material weakness in internal control over compliance, 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.
Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to
be material weaknesses. We did identify certain deficiencies in internal control, described in the accompanying
schedule of findings and questioned costs as item 2020-001 that we consider to be a significant deficiency.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the governmental activities, business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the
County, as of and for the year ended June 30, 2020, and the related notes to the financial statements, which
collectively comprise the County’s basic financial statements. We issued our report thereon dated November 23,
2020, which contained unmodified opinions on those financial statements. Our audit was conducted for the
purpose of forming opinions on the financial statements that collectively comprise the basic financial statements.
The accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis
as required by the Uniform Guidance and is not a required part of the basic financial statements. Such information
is the responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the basic financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
schedule of expenditures of federal awards is fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of

internal control over compliance and the results of that testing based on the requirements of the Uniform Guidance.
Accordingly, this report is not suitable for any other purpose.

OMMLJ_ Bukaut 1P

Tysons Corner, Virginia
November 23, 2020
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COUNTY OF FAIRFAX, VIRGINIA
Notes to Schedule of Expenditures of Federal Awards
Fiscal year ended June 30, 2020

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (“Schedule”) includes all federal grant
activity of the County of Fairfax, Virginia (“County”) and its component units. The County’s reporting entity
is defined in Note A, Part 1 of the County’s basic financial statements.

The information in this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Therefore, some amounts presented in this
Schedule may differ from amounts presented in, or used in, the preparation of the basic financial
statements.

Summary of Significant Accounting Policies

Except for the beginning loan balances, expenditures reported on the accompanying Schedule are reported
on the modified accrual basis of accounting as defined in Note A, Part 3 of the County’s basic financial
statements. Such expenditures are recognized following the cost principles contained in the Uniform
Guidance, wherein certain types of expenditures are not allowable or are limited for reimbursement.

The County has not elected to use the 10% de minimis indirect cost rate allowed under the Uniform
Guidance.

Non-Cash and Other Programs

The Commonwealth of Virginia Department of Agriculture and Consumer Services, Food Distribution
Program, administers the United States Department of Agriculture (“‘USDA”) donated food program within
the Commonwealth of Virginia. USDA provides values for all donated food. For CFDA #10.555, National
School Lunch Program, the County received donated food for the fiscal year ended June 30, 2020. The
value of the donated food is included on the accompanying Schedule.

The Capital Area Food Bank donated food to the County for the fiscal year ended June 30, 2020 under
Child and Adult Care Food Program (CFDA #10.558) and Summer Food Service Program for Children
(CFDA #10.559). The value of the donated food is included on the accompanying Schedule.

The Metropolitan Washington Council of Governments donated vehicles to the County for the fiscal year
ended June 30, 2020, under Enhanced Mobility of Seniors and Individuals with Disabilities (CFDA #20.513).
The value of the donated vehicles is included on the accompanying Schedule.

Social Finance, Inc. donated services to the County during the fiscal year ended June 30, 2020 under the
Social Innovation Fund Pay for Success (CFDA #94.024) program. This program is to provide technical
assistance services to governmental and nonprofit service recipients with developing outcomes rate cards.
The rate cards can then be used in the procurement process to select multiple service providers to launch
performance—based projects to achieve the defined outcomes. The value of these services is included on
the accompanying Schedule.

The Homeland Security Grant Program (CFDA #97.067) is granted by the U.S. Department of Homeland
Security to enhance the ability of state and local governments to prepare, prevent, respond to, and recover
from terrorist attacks and other disasters. Several Washington, DC metropolitan jurisdictions receive
funding under this program. For the fiscal year ended June 30, 2020, the County received donated
equipment from Montgomery County, Maryland Fire and Rescue. The value of the donated equipment is
included on the accompanying Schedule.
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COUNTY OF FAIRFAX, VIRGINIA
Notes to Schedule of Expenditures of Federal Awards
Fiscal year ended June 30, 2020

Loans

The U.S. Department of Housing and Urban Development has insured certain mortgage loan borrowings
made by the County through the Fairfax County Redevelopment and Housing Authority (the “Authority”) in
connection with certain low income housing projects. The loan program under CFDA #14.248, Community
Development Block Grant Section 108 Loan Guarantees, had an outstanding principal balance of
$4,013,000 at June 30, 2020. This loan does not have any continuing compliance requirements; therefore,
it is not reported on the accompanying Schedule.

The Authority provides loans to qualified low income borrowers through CFDA #14.239, Home Investment
Partnerships Program (“HOME”), to promote home ownership and provide assistance with down payments
and closing costs. The outstanding principal balance of the HOME loans was $10,537,907 at June 30,
2020. Loans made in prior years to partnership entities that are believed to be uncollectable are tracked
by the Authority’s loan tracking software and the County’s financial system. Since there is no expectation
of collecting these loans, a 100% allowance is reflected, and the value of $7,545,190 is not included in the
ending principal balance.

The Authority also provides loans to qualified low income homeowners or homeowners living in areas
targeted for improvement, resulting in the elimination of health or safety code violations, through CFDA
#14.218, Community Development Block Grants/Entitlement Grants (“CDBG”). The outstanding principal
balance of the CDBG loans was $22,089,070 at June 30, 2020. Loans made in prior years to partnership
entities that are believed to be uncollectable are tracked by the Authority’s loan tracking software and the
County’s financial system. Since there is no expectation of collecting these loans, a 100% allowance is
reflected, and the value of $2,553,420 is not included in the ending principal balance.

In addition, the Authority held Federal Housing Administration - insured mortgage revenue bonds secured
by land, buildings, and equipment of $2,605,000 at June 30, 2020. This is reported under CFDA #14.000.

On December 17, 2014, the Economic Development Authority and the County entered into a Transportation
Infrastructure Finance and Innovation Act (“TIFIA”) loan agreement under CFDA #20.223 with the United
States Department of Transportation. The TIFIA loan is for the aggregate principal amount of up to $403.3
million. This loan is to fund the County’s obligated project costs for the construction of Phase Two of the
Metrorail Silver Line extension. The outstanding balance of the TIFIA loan was $435,525,557 at June 30,
2020, which includes principal and capitalized interest. The maximum principal available on the loan was
reached in a prior year; therefore, no additional draws will be made against the loan. Under the terms of
the loan agreement, the County will begin repayment on October 1, 2023. This loan does not have any
continuing compliance requirements; therefore, it is not reported on the accompanying Schedule.

Transportation Grants

The County’s transportation grants are typically multi-year projects with flexible funding sources that result
in funding allocation changes throughout the life of the project. Accordingly, due to the inherent nature of
these transportation grants, the County prepares the accompanying Schedule using the best information
available at the time of reporting. In cases where it is difficult to identify the mix of federal and state money
under the federal transportation program, the expenditure is reported on the accompanying Schedule.
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COUNTY OF FAIRFAX, VIRGINIA
Notes to Schedule of Expenditures of Federal Awards
Fiscal year ended June 30, 2020

Disaster Grants — Public Assistance (Presidentially Declared Disasters)

After a presidentially declared disaster, FEMA provides assistance under the federal program, Disaster
Grants — Public Assistance (Presidentially Declared Disasters) (CFDA #97.036), to reimburse eligible costs
associated with debris removal, emergency protective measures and the repair, restoration, reconstruction,
or replacement of public facilities or infrastructure damaged or destroyed as a result of the federally
declared disaster or emergency. The federal government makes reimbursements in the form of cost-shared
grants that require state matching funds. For the fiscal year ended June 30, 2020, the County did not receive
any reimbursements from FEMA for eligible expenditures.

Coronavirus Aid Relief and Economic Security Act (CARES)

The Coronavirus Aid, Relief, and Economic Security (“CARES”) Act was signed by the President on March
27, 2020, to provide relief from the impact of the COVID-19 pandemic. Included in the Act are provisions
and funding specific to state and local governments to protect their communities during this challenging
period. During the fiscal year ended June 30, 2020, the County received and expended CARES Act funding
for authorized programs. For SEFA reporting, the prefix “COVID-19” is used in the name of each federal
program that has CARES Act expenditures.
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COUNTY OF FAIRFAX, VIRGINIA
Schedule of Findings and Questioned Costs
Fiscal year ended June 30, 2020

(1) Summary of Auditor’s Results
Basic Financial Statements
A. Type of report issued on the financial statements: Unmodified
B. Internal control over financial reporting:

Significant deficiencies identified that are not considered a material weakness? None Reported
Material weakness identified? No

C. Noncompliance material to financial statements noted? None Reported
Federal Awards

D. Significant deficiencies in internal control over major programs noted?  Yes
E. Material weaknesses in internal control over major programs noted? No

F. Type of report issued on compliance for major programs:

Major Program CFDA Number Type of Report Issued

Child Nutrition Cluster 10.553/10.555/10.559 Unmodified
Child & Adult Care Food Program 10.558 Unmodified
Moving to Work Demonstration Program 14.881 Unmodified
Highway Planning & Construction Cluster 20.205 Unmodified
Coronavirus Relief Fund 21.019 Unmodified
Title I, Part A Cluster 84.010 Unmodified
Foster Care — Title IV-E 93.658 Unmodified
Block Grants for Prevention and Treatment 93.959 Unmodified
of Substance Abuse

USAID Foreign Assistance for Programs 98.001 Unmodified
Overseas

G. Any findings which are required to be reported under Section 200.516(a) of Uniform Guidance? Yes
H. Major programs are as follows:

Child Nutrition Cluster (#10.553/10.555/10.559)

Child & Adult Care Food Program (#10.558)

Moving to Work Demonstration Program (#14.881)

Highway Planning & Construction Cluster (#20.205)

Coronavirus Relief Fund (#21.019)

Title I, Part A Cluster (#84.010)

Foster Care - Title IV-E (#93.658)

Block Grants for Prevention and Treatment of Substance Abuse (#93.959)
USAID Foreign Assistance for Programs Overseas (#98.001)

. Dollar threshold used to distinguish between Type A and Type B programs: $3,000,000

J. Auditee qualified as low-risk auditee? No
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COUNTY OF FAIRFAX, VIRGINIA
Schedule of Findings and Questioned Costs
Fiscal year ended June 30, 2020

Findings Related to the Financial Statements Reported in Accordance with Government Auditing
Standards

None reported.

Findings and Questioned Costs for Federal Awards

Finding: 2020-001

Client: Fairfax County Redevelopment and Housing Authority Year-End: June 30, 2020
Federal Awarding Agency: Department of Housing and Urban Development (HUD)

Department: Fairfax County Department of Housing and Community Development

Program name: Moving to Work CFDA#: 14.881

Compliance Requirement: Special Test-Housing Quality Standards Enforcement

Type of finding: Significant Deficiency, Non Material Non-Compliance

Criteria: Per 24 CFR 982.404 “The public housing authority (PHA) must not make any housing assistance
payments (HAP) for a dwelling unit that fails to meet the HQS, unless the owner corrects the defect within
the period specified by the PHA and the PHA verifies the correction. If a defect is life threatening, the owner
must correct the defect within no more than 24 hours. For other defects, the owner must correct the defect
within no more than 30 calendar days (or any PHA-approved extension). Per 2 CFR section 200.303, non-
Federal entities receiving Federal awards must establish and maintain internal control designed to
reasonably ensure compliance with Federal statutes, regulations, and terms and conditions of the Federal
award.

Condition: During our testing of 60 inspections, we noted two instances where a unit failed its inspection
and the defect was not corrected within the allowable timeframe.

e In one instance, a unit failed inspection for a life-threatening defect. Per DHCD, the tenant called the
inspector and self-certified that the repair occurred within 24 hours; however, DHCD did not document
this within their system and could not provide documentation of the timely remediation.

¢ In the second instance, a unit failed inspection and the required re-inspection occurred 77 days later,
and not within the required 45 days.

Cause: The Authority relies on a heavily manual process and does not have a comprehensive inspection
report for ensuring that units are timely re-inspected, self-certifications get documented within the system,
the status of the failed unit is changed in the system, and that rent is abated when a unit with a failed
inspection is not corrected within the required timeframe.

The nature of the current process is complex and allows for human error. The current process consists of
a daily, multi-step process by the inspection supervisor, who has to run several reports to monitor
inspections, as follows:

e Inspectors must enter in the results of the inspections they perform within 24 hours. The Inspection
Supervisor runs the inspector activity report to ensure that the inspectors have entered in their results
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COUNTY OF FAIRFAX, VIRGINIA
Schedule of Findings and Questioned Costs
Fiscal year ended June 30, 2020

timely. Inspectors are responsible for entering in a failed inspection and entering the date of the next
inspection.

e The Inspection Supervisor also runs a “failed and follow up report” that tracks failed inspections that do
not have a re-inspection scheduled. The inspection supervisor goes into each account on this report
and investigates why an inspection was not rescheduled.

e The HAP hold report is run weekly to show units that have failed inspections twice and thus should
have a hold placed on their account.

e Theinspection assignment report is run almost daily; it tells the inspection supervisor what's scheduled
and unscheduled for both annual inspections and re-inspections due to failures. The inspection
supervisor then schedules any units that are due for re-inspection.

Due to the above limitations and complexities, management believes these instances to be minor oversights
in their review and documentation process.

Effect: The Authority’s control environment over HQS enforcements did not ensure that re-inspections were
timely performed or documented within the system. As a result, the Authority was not in compliance with
the HQS enforcement requirements as of June 30, 2020. Non-compliance with these requirements creates
a risk that the Authority may provide federal funds to tenants of ineligible units.

Recommendation: We recommend the Authority review their system functionality to determine whether
an electronic process for scheduling and follow-up or comprehensive reporting can be identified to improve
efficiency and eliminate the potential for human error. If an electronic process or comprehensive reporting
isn’t available, or cannot fully cover the deficiency, we recommend the Authority look into measures to
streamline their current process and ensure it will eliminate non-compliance. Potential examples include
adding an inspection checklist, having the inspection supervisor review and schedule upcoming inspections
in advance, building room into the schedule for life-threatening re-inspections, having the inspection
supervisor ensure that each scheduled inspection is timely documented in the system, etc.

Questioned costs (include how it was determined): One tenant's HAP of $803 and the second tenant’s
HAP of $1,196 potentially should have been abated for one month, resulting in a total of $1,999 in
questioned costs.

Repeat Finding: No

Views of responsible officials and planned corrective actions: The Authority has taken measures to
streamline the current process to assure that inspection supervisors review and schedule upcoming
inspections in advance, while taking into account the importance of scheduling promptly for life threatening
re-inspections and further properly documenting for completeness. In one sample, the unit was verified
within 24 hours via a self-verification method where the inspector followed up with the tenant and verified
the life-threatening condition was repaired, but this process was not documented. Measures have been
implemented with required documentation and supervisor review of this documentation for future audits.
The second sampled unit was missed due to oversight, and the Authority has taken steps to remedy and
safeguard against missing inspections with comprehensive and multiple levels of review.

The Code of Federal Regulations that describes HUD’s expected performance requirements and standards
for inspection compliance is the Section 8 Management Assessment Program (SEMAP), found at 24 CFR
Part 985. SEMAP is designed to assess whether the Section 8 tenant-based assistance programs operate
to help eligible families afford decent rental units at the correct subsidy cost. SEMAP also establishes a
system for HUD to measure PHA performance in key Section 8 program areas and to assign performance
ratings. With respect to HUD’s measurement for “HQS Enforcement,” HUD considers a PHA to be in full
compliance if the PHA demonstrates that any cited life-threatening HQS deficiencies were corrected within
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COUNTY OF FAIRFAX, VIRGINIA
Schedule of Findings and Questioned Costs
Fiscal year ended June 30, 2020

24 hours, and at least 98 percent of any other cited HQS deficiencies were corrected within 30 days.
Although the life-threatening correction was not met due to improper documentation, the Authority meets
HUD'’s full compliance measurement for standard HQS inspections.
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COUNTY OF FAIRFAX, VIRGINIA
Status of Prior Audit Findings
Fiscal year ended June 30, 2020

Status of Prior Year Findings and Questioned Costs Relating to Government Auditing Standards

Finding 2019-001 — Material Weakness in Internal Control — Financial Reporting

Status: Corrective action was taken. Finding not repeated in current year.

Finding 2019-002 — Material Weakness in Internal Control — Park Authority (discreetly presented component
unit) Charges for Services and Unearned Revenues

Status: Corrective action was taken. Finding not repeated in current year.

Finding 2019-003 — Significant Deficiency in Internal Control over Financial Reporting — Construction in
Progress

Status: Corrective action was taken. Finding not repeated in current year.

Status of Prior Year Findings and Questioned Costs Relating to Federal Awards

None reported.
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