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Independent Auditor's Report

The Board of Supervisors
County of Fairfax, Virginia

The Board of Commissioners
Fairfax County Redevelopment and Housing Authority

We have audited the accompanying basic financial statements of the Elderly Program —
Braddock Glen (the Project) of the Fairfax County Redevelopment and Housing Authority (the
Authority) as of and for the year ended June 30, 2011 as listed in the accompanying table of
contents. These basic financial statements are the responsibility of the Project’'s management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

As discussed in Note 1, the financial statements present only the accounts of the Project and do
not purport to, and do not, present fairly the financial position of the Authority as of June 30,
2011, and the results of its operations and its cash flows for the year ended in conformity with
accounting principles generally accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Project at June 30, 2011, and the results of its operations and its
cash flows for the year then ended, in conformity with accounting principles generally accepted
in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
October 19, 2011 on our consideration of the Project’s internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is 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 internal control over financial reporting or on compliance.
That report is an integral part of our audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.
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The Management’s Discussion and Analysis on pages 3-5 is not a required part of the basic
financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

%WAL/A

Baltimore, Maryland
October 19, 2011



FAIRFAX COUNTY REDEVELOPMENT AND HOUSING AUTHORITY
Elderly Program — Braddock Glen
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2011

Introduction

The Fairfax County Redevelopment and Housing Authority (FCRHA) is a political subdivision of
the Commonwealth of Virginia and is empowered to implement housing, community
development, redevelopment and revitalization programs within Fairfax County (the County) as
well as towns, cities, and counties with which it has cooperation agreements. The Fairfax
County Board of Supervisors created the Department of Housing and Community Development
(DHCD) to act as the development and administrative agency for the FCRHA and the Board in
meeting the housing and community development needs of the County’s low- and moderate-
income residents.

The FCRHA presents this discussion and analysis of Braddock Glen (the Project) for the fiscal
year ended June 30, 2011 to assist the reader in focusing on significant financial issues. The
Project consists of 60 assisted living units and is included in the overall Fairfax County Elderly
Program.

The Project’s Financial Highlights for Fiscal Year 2011 (FY 2011)
In summary, the Project’'s FY 2011 financial highlights included the following:

« At June 30, 2011, total assets and liabilities were $8,624,776 and $129,601,
respectively; thus, total net assets were $8,495,175. Of this amount, $442,940
(unrestricted net assets) may be used to meet the Project’s future operational needs.

» Total revenues and expenses were $2,223,753 and $2,241,048, respectively; thus, net
assets decreased by $17,295 in FY 2011.

» Total cash increased by $325,564 in FY 2011 compared to an increase of $156,902 in
FY 2010.

Project Financial Statements

This discussion and analysis presents the Project’s financial results in three financial statements
— the statement of net assets, the statement of revenues, expenses, and changes in net assets
and the statement of cash flows. The FY 2011 financial results are compared to those of
FY 2010, thus allowing the readers to ascertain the reasons for changes in expenses, revenues,
or net asset balances. These financial statements were prepared using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned
and expenses are recorded when a liability is incurred, regardless of the timing of the related
cash flows.



FAIRFAX COUNTY REDEVELOPMENT AND HOUSING AUTHORITY

Elderly Program — Braddock Glen

MANAGEMENT’S DISCUSSION AND ANALYSIS

June 30, 2011

Summary of Net Assets

The Project’'s FY 2011 and FY 2010 statements of net assets report all financial and capital
assets of the Project and are presented in a format where assets minus liabilities equals net
assets. The following table reflects a condensed summary of net assets as of June 30, 2011

and 2010.
Table 1
Summary of Net Assets
Increase
2011 2010 (Decrease)

Current and other assets $ 572541 $ 294,748 $ 277,793
Capital assets 8,052,235 8,333,664 (281,429)

Total assets 8,624,776 8,628,412 (3,636)
Current liabilities 129,601 115,942 13,659

Total liabilities 129,601 115,942 13,659
Net assets:

Invested in capital assets 8,052,235 8,333,664 (281,429)

Unrestricted 442,940 178,806 264,134
Total net assets $ 8,495175 $ 8512470 $ (17,295)

The Project's net assets decreased by $17,295 in FY 2011 compared to a decrease of
$119,429 in FY 2010. The improvement, on a year-to-year comparative basis, was primarily
due to increased operating revenues and a decrease in repairs and maintenance expenses.



FAIRFAX COUNTY REDEVELOPMENT AND HOUSING AUTHORITY
Elderly Program — Braddock Glen
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2011

Summary of Revenues, Expenses, and Changes in Net A ssets

The Project’'s Statement of Revenues, Expenses, and Changes in Net Assets include operating
revenues, such as rental income, operating expenses, such as personnel services, utilities,
repairs and maintenance, and depreciation, and non-operating revenues and expenses, such as
investment income and interest expense. Table 2 presents a condensed summary of data from
the Project’'s statements of revenues, expenses, and changes in net assets. As previously
stated, the Project's net assets decreased by $17,295 primarily as a result of increases in
operating revenues and decreases in maintenance expenses and personnel costs.

Table 2
Summary of Revenues, Expenses, and Changes in Net A ssets
Increase
2011 2010 (Decrease)

Revenues:
Operating revenues $ 2,206,905 $ 2,125,952 $ 80,953
Non-operating revenues 16,848 14,040 2,808
Total revenues 2,223,753 2,139,992 83,761

Expenses:
Operating expenses 2,241,048 2,259,421 (18,373)
Total expenses 2,241,048 2,259,421 (18,373)
Change in net assets (17,295) (119,429) 102,134
Total net assets, beginning of year 8,512,470 8,631,899 (119,429)
Total net assets, end of year $ 8,495175 $ 8512470 $ (17,295)

Overall, the Project’s financial position has declined as a result of the year’'s operation.
However, the Project is in excellent physical condition and no major maintenance items are
required at this time.

Contacting FCRHA Management

This financial report is designed to provide the citizens of Fairfax County, taxpayers, tenants,
and investors and creditors with a general overview of the Project’'s finances, and to
demonstrate the Project’'s accountability for the money it receives. Questions concerning this
report or requests for additional financial information should be directed to the Director,
Financial Management Division, Department of Housing and Community Development, 3700
Pender Drive, Suite 300, Fairfax, Virginia, 22030.
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FAIRFAX COUNTY REDEVELOPMENT AND HOUSING AUTHORITY
Elderly Program — Braddock Glen
STATEMENT OF NET ASSETS
June 30, 2011

ASSETS
CURRENT ASSETS
Cash in bank $ 513,106
Accounts receivable (net of allowance of $9,477) 16,264
Other receivables 42,181
Prepaid expenses 990
Total current assets 572,541
CAPITAL ASSETS (Note 2)
Nondepreciable:
Land 1,720,000
Depreciable:
Buildings and improvements 7,739,310
Accumulated depreciation (1,407,075)
Total capital assets, net 8,052,235
TOTAL ASSETS $ 8,624,776

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts payable and accrued liabilities $ 32,322
Accrued payroll and related expenses 30,046
Due to the Authority (Note 3) 4,174
Deferred revenue 63,059
Total current liabilities 129,601

NET ASSETS
Invested in capital assets 8,052,235
Unrestricted net assets 442,940
Total net assets 8,495,175
TOTAL LIABILITIES AND NET ASSETS $ 8,624,776

The accompanying notes are an integral part of the financial statements.
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FAIRFAX COUNTY REDEVELOPMENT AND HOUSING AUTHORITY
Elderly Program — Braddock Glen
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
Year Ended June 30, 2011

OPERATING REVENUES

Dwelling rentals $ 2,206,905
Other 16,818
Total operating revenues 2,223,723

OPERATING EXPENSES

Personnel services 1,307,707
Utilities 85,434
Repairs and maintenance 128,945
Other supplies and expenses 437,533
Depreciation 281,429
Total operating expenses 2,241,048
Operating income (17,325)
NONOPERATING REVENUES
Interest revenue 30
CHANGE IN NET ASSETS (17,295)
TOTAL NET ASSETS, BEGINNING OF YEAR 8,512,470
TOTAL NET ASSETS, END OF YEAR $ 8,495,175

The accompanying notes are an integral part of the financial statements.
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FAIRFAX COUNTY REDEVELOPMENT AND HOUSING AUTHORITY

Elderly Program — Braddock Glen
STATEMENT OF CASH FLOWS
Year Ended June 30, 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Rental income received
Other operating revenues received
Payments to employees for services
Payments to suppliers for goods and services

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Investment income

NET INCREASE IN CASH

CASH, BEGINNING OF YEAR
CASH, END OF YEAR

RECONCILIATION OF OPERATING LOSS TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Operating loss
Depreciation
Effects of changes in operating assets and liabilities:

Accounts receivable

Other receivables

Prepaid expenses

Accounts payable and accrued liabilities
Due to/from Authority

Deferred revenue

NET CASH PROVIDED BY OPERATING ACTIVITIES

$ 2,248,756
16,818
(1,232,193)

(707,847)

325,534

30

325,564

187,542

$ 513,106

$ (17,325)
281,429

(4,323)
52,429
(335)
(55,935)
75,514

(5,920)

$ 325,534

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

9



FAIRFAX COUNTY REDEVELOPMENT AND HOUSING AUTHORITY
Elderly Program — Braddock Glen
NOTES TO FINANCIAL STATEMENTS
June 30, 2011

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Narrative Profile

The Fairfax County Redevelopment and Housing Authority (FCRHA) Elderly Program -
Braddock Glen (the Project), is comprised of a 60-unit assisted living facility, kitchen facility, and
adult day care facility included in the Fairfax County Rental Program. FCRHA opened Braddock
Glen in July 2006.

The accompanying financial statements present only the financial position, changes in financial
position, and cash flows of the Project and are not intended to present fairly the financial
position, changes in financial position, and cash flows of FCRHA in conformity with U.S.
generally accepted accounting principles (GAAP).

The accounting policies of the Project conform to GAAP as applicable to proprietary fund types
of governmental units. The following is a summary of the Project’s more significant accounting
policies:

Measurement Focus and Basis of Accounting

The activities of the Project are reported using the economic resources measurement focus and
the accrual basis of accounting. Revenues are recognized when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. The Project
applies all applicable pronouncements of the Financial Accounting Standards Board (FASB)
issued on or prior to November 30, 1989, unless these pronouncements conflict with
pronouncements of the Governmental Accounting Standards Board (GASB). For external
financial reporting in accordance with GAAP, the Project is following the reporting guidance set
forth in GAAP for “departmental” financial statements.

Use of Estimates in Preparing Financial Statements

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

Cash in Bank

Cash in bank is maintained in a separate account for Project operations and is fully insured and
collateralized.

Accounts Receivable

Tenant accounts receivables are carried at the amount considered by management to be
collectible.
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FAIRFAX COUNTY REDEVELOPMENT AND HOUSING AUTHORITY
Elderly Program — Braddock Glen
NOTES TO FINANCIAL STATEMENTS
June 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue Recognition

Dwelling rental revenues are recorded as rentals become due. Rental payments received in
advance are deferred until earned. Revenues from grants are recognized in the fiscal year in
which all eligibility requirements have been satisfied. Grant revenues received in advance of
satisfying all requirements are reported as deferred revenue.

Capital Assets

Capital assets, which include land, buildings and improvements, equipment, and construction in
progress are reported in the financial statements at cost when purchased and at estimated fair
value when donated. Capital assets are defined by the Authority as assets with an initial
individual cost of more than $5,000 and an estimated useful life of more than one year. Capital
assets are recorded at cost when purchased and at fair market value when donated.
Depreciation has been provided for in amounts sufficient to relate the cost of the depreciable
assets to operations over their estimated useful lives using the straight-line method. The
estimated useful lives range from 5 to 27.5 years.

Operating Revenues and Expenses

The Project’'s policy is to report all Project revenues and expenses as operating with the
exception of interest revenue, interest expense, gain or loss on disposal of capital assets, and
intergovernmental revenue.

Implementation of New GASB Pronouncement

In fiscal year 2011, the Project implemented GASB Statement No. 54, Fund Balance Reporting
and Governmental Fund Type Definitions. The implementation of these new standards had no
impact on the Project’s fiscal year 2011 financial statements.

NOTE 2 — CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2011 was as follows:

Beginning Ending
Balance Additions Disposals Balance
Capital assets not being depreciated:
Land $ 1,720,000 $ - $ - $ 1,720,000
Capital assets being depreciated:
Buildings and improvements 7,739,310 - - 7,739,310
Total capital assets 9,459,310 - - 9,459,310
Less accumulated depreciation:
Buildings and improvements (1,125,646) (281,429) - (1,407,075)
Capital assets, net $ 8,333664 $ (281,429) $ - $ 8,052,235
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FAIRFAX COUNTY REDEVELOPMENT AND HOUSING AUTHORITY
Elderly Program — Braddock Glen
NOTES TO FINANCIAL STATEMENTS
June 30, 2011

NOTE 3 - DUE TO THE AUTHORITY

Due to the Authority represents $4,174 borrowed from the Authority to fund Project operations.
During 2011, there were no additional advances from or amounts repaid to the Authority. Such
debt is noninterest bearing and is due on demand.

NOTE 4 — RISK MANAGEMENT

The Project is exposed to various risks of loss related to torts, theft of, damage to and
destruction of assets, errors and omissions, injuries to employees and citizens, and natural
disasters. For all of these risks, the Project participates in the County’s insurance program,
which includes self-insurance and the purchase of certain commercial insurance policies, the
costs of which are borne by the County. There were no claims settlements in excess of
insurance coverage in any of the past three fiscal years. Information regarding the County’s self-
insurance internal service fund is available in the County’'s Comprehensive Annual Financial
Report for the fiscal year ending June 30, 2011.

NOTE 5 - MANAGEMENT OF PROJECT

The Project is managed by an unrelated management company pursuant to management
agreement. The management company is paid a monthly fee for its services, which was $5,464
per month for the year ended June 30, 2011, increasing by 3% each year thereafter. Such fees
amounted to $65,564 in 2011 and are reported in other supplies and expenses on the
Statement of Revenues, Expenses, and Changes in Net Assets. Additionally, the management
company is reimbursed for operating costs associated with managing the property. Such costs
include a reimbursement for certain salary and related expenses of employees of the
management company, and are included in personnel services on the Statement of Revenues,
Expenses, and Changes in Net Assets.

This information is an accompanying part of the accompanying financial statements.
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Independent Auditor's Report on Internal Control ov er Financial Reporting and on
Compliance and Other Matters Based on an Audit of F  inancial Statements Performed in
Accordance with Government Auditing Standards

The Board of Supervisors
County of Fairfax, Virginia

The Board of Commissioners
Fairfax County Redevelopment and Housing Authority

We have audited the financial statements of the Elderly Program — Braddock Glen (the Project)
of the Fairfax County Redevelopment and Housing Authority (the Authority) as of and for the
year ended June 30, 2011, and have issued our report thereon dated October 19, 2011. 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.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Project's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing an
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Project’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Project’s internal control over financial reporting.

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 misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity's financial statements will not be prevented, or detected and
corrected on a timely basis.

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 or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.

Member of
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Project’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the 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 no instances
of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

This report is intended solely for the information and use of the Board of Supervisors of Fairfax
County, Virginia, the Board of Commissioners of the Fairfax County Redevelopment and

Housing Authority, and the Project’'s management and is not intended to be and should not be
used by anyone other than these specified parties.

%WAL/A

Baltimore, Maryland
October 19, 2011
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