County of Fairfax, Virginia

MEMORANDUM

Attachment B

DATE: March 17, 2026

TO: Board of Supervisors

FROM: Bryan J. Hill a/ [ W

County Executive

SUBJECT: FY 2026 Third Quarter Review

Attached for your review and consideration is the F'Y 2026 Third Quarter Review, including Supplemental
Appropriation Resolution AS 26190 and Amendment to the Fiscal Planning Resolution AS 26901. The
Third Quarter Review includes recommended funding adjustments and the following attachments for your
information.

Attachment I - A General Fund Statement reflecting adjustments included in the Third Quarter
Review. Also attached is a statement of Expenditures by Fund, Summary of All
Funds.

Attachment II - A Summary of General Fund Revenue reflecting a decrease of $7.09 million from

the Fall 2025 revenue estimates.

Attachment III - A detail of major expenditure changes in Appropriated and Non-Appropriated Other
Funds. Expenditure changes, excluding audit adjustments, in all Appropriated
Other Funds and excluding Schools, the General Fund, and the Federal/State Grant
Fund, total a net increase of $169.29 million. Expenditures in Non-Appropriated
Other Funds increase a total of $31.34 million.

Attachment IV - Fund 50000, Federal-State Grant Fund, detailing grant appropriation adjustments
for a total net increase of $60.86 million.

Attachment V - Supplemental Appropriation Resolutions (SAR) AS 26190 and Amendment to the
Fiscal Planning Resolution (FPR) AS 26901.

Attachment VI-  FY 2025 Audit Package including final adjustments to FY 2025 and the FY 2026
impact.

Attachment VII -  Fairfax County Public Schools (FCPS) Third Quarter Review.

As the Board is aware, the Code of Virginia requires that a public hearing be held prior to the adoption of
amendments to the current year budget when the adjustments exceed one percent of total expenditures. In
addition, any amendment of one percent of expenditures or more requires that the Board advertise a
synopsis of the proposed changes. A public hearing on the proposed changes included in the FY 2026 Third
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Quarter Review has been scheduled for April 14, 15, and 16, 2026. On April 28, 2026, the Board will take
action on this quarterly review prior to marking up the FY 2027 Advertised Budget Plan.

The following is a summary of General Fund adjustments included in the F'Y 2026 Third Quarter Review.

FY 2026 Third Quarter Review Recommended Adjustments

(in millions)

Merit Positions

(All Funds) Funding
Previous Balances
FY 2025 Audit Adjustments $0.42
FY 2026 Mid-Year Revenue Adjustments $51.56
Redirect Tourism Revenue to Contributory Fund $0.00
$51.99
FY 2026 Third Quarter Adjustments
Spending Adjustments
IT Project Support ($12.09)
Emergency Systems Failures ($8.00)
Infrastructure Replacement and Upgrades at County Facilities ($7.00)
2026 Snow Storms ($5.33)
Rec Center Facility Renewal ($5.00)
Public Safety Radio Platform Refresh ($3.50)
Access Control Systems Replacement ($2.00)
Office of the Sheriff Overtime due to Staffing Shortages ($1.50)
Support for Six Special Elections ($1.27)
Vehicle Replacement and Infrastructure Repair and Replacement ($1.01)
Historic Courthouse HVAC Replacement ($1.00)
Nursing Contracts for Medically Fragile Students ($0.73)
Parks Energy Efficient Improvements ($0.40)
Homeless Services Contracts ($0.36)
Legal Services and Litigation Support (%0.35)
Morrisette Lease Renegotiation ($0.30)
Office of the Sheriff Compensation Study ($0.13)
Relocation Expenses due to the Closure of the Historic Courthouse ($0.12)
Playground Assessments ($0.10)
Volunteer Fairfax ($0.10)
Hiring Incentive Program ($0.04)
Utilization of the Reserve for Economic Uncertainty 2 $0.00
Positions to Address Federal Changes to Medicaid Eligibility 13 $0.00
Auxiliary Grant Program $0.00
Refugee Assistance Program $0.00
Equipment Replacement Fund $0.00
Photo Enforcement 5 $0.00
Title IV-E Program Maintenance $0.00
Hollin Hall Floor Replacement $0.00
Conversion of Fairfax-Falls Church Community Services Board 21 $0.00
Positions Based on State Action
Conversion of Grant Positions to Align with Actual Funding 18 $0.00
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Merit Positions

(All Funds) Funding

SEIU Collective Bargaining Positions 7 $0.00

Children’s Services Act Savings $2.00

OPEB Trust Annual Contribution Savings $4.00
66 ($44.32)

Reserve Adjustments

Managed Reserve ($5.99)
($5.99)

Net Available for One-Time Requirements $1.67

The FY 2026 Third Quarter Review reflects a series of adjustments necessary to fund FY 2026 spending
and reserve requirements, supported primarily by $51.6 million in increased revenues identified as part of
the fall 2025 revenue review. This increase is driven primarily by two main categories — personal property
and interest income. Personal property accounts for nearly two-thirds or $30.2 million of the revenue
increase, due to higher vehicle volume and levy, and several data centers that came online with the
corresponding equipment revenue. Interest income reflects an additional $15.9 million and takes into
account rate actions taken by the Federal Reserve through January 2026. Other categories that contribute
to the revenue balance available as part of the F'Y 2026 Third Quarter Review include Deed of Conveyance
and Recordation Taxes, Sales Tax, EMS Transport Fees, and SACC Fees.

The FY 2026 Third Quarter Review includes the redirection of $6.52 million of Transient Occupancy Tax
(TOT) revenue from the General Fund to Fund 10030, Contributories. This is consistent with the
recommendation included in the FY 2027 Advertised Budget Plan to post tourism-related TOT revenue
directly in the Fund 10030, where it will support tourism initiatives that could attract travelers to Fairfax
County, increase occupancy at lodging properties, and generate tourism revenues in the County. As this
revenue was previously held in the Reserve for Tourism, there is no net impact on the available balance as
a result of its redirection. As noted in Attachment III of this package, $1.87 million of this revenue is
recommended to be contributed to Visit Fairfax for tourism-related marketing, research, and grants; to
support the 250th Anniversary Campaign; and to support the consolidation of Celebrate Fairfax into Visit
Fairfax. The remainder of the revenue will be held in reserve in Fund 10030 for tourism-related capital
projects to be determined at a later date.

Additional details regarding anticipated FY 2026 revenues can be found in Attachment II of this package.

County staff continue to emphasize a cautionary approach to revenue forecasting. FY 2026 Third Quarter
revenue estimates are based on actual revenue collections through the end of February 2026. Any potential
negative impacts as a result of geopolitical conflicts and economic disruptions are not reflected in the
revenue estimates. Because many revenue categories such as Sales Tax, Food and Beverage Tax, and
Transient Occupancy Tax are sensitive to economic conditions, there is the potential that actual receipts at
year-end may deviate from the revenue estimates included in this review. It should also be noted that
currently there is limited actual collections data available concerning the County’s new Food and Beverage
Tax, which was implemented effective January 1, 2026. County staff continue to monitor all revenue
categories and will make any further FY 2026 adjustments, if necessary, as part of the Add-On Review.

Disbursement adjustments that are recommended in the F'Y 2026 Third Quarter Review include only one-
time funding requirements, primarily for capital projects, IT, and parks, or recurring adjustments for which
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the FY 2027 impact is either fully offset by revenue or already included in the FY 2027 Advertised Budget
Plan. As noted later in this letter, there are new positions recommended with no additional resources
required. Some of the more significant adjustments in this package include the following:

Funding of $18.00 million is included to support capital paydown projects, with a majority, $8.00
million to support emergency systems failures that occur at aging County facilities and $7 million
for infrastructure replacement and upgrades at County facilities. Funding of $2 million will support
the next phase of the Access Control Systems replacement at County facilities. An additional $1
million will support initial design work associated with a full HVAC replacement at the historic
courthouse. The building’s age and complexity necessitate a comprehensive system replacement
and will require significant future funding. Finally, an increase of $2 million, fully offset by a
commensurate decrease in the Department of Neighborhood and Community Services (NCS) for
no net impact to the General Fund, will support the replacement of flooring at Hollin Hall, which
houses several Human Services programs and was cited as a risk management concern.

Funding of $15.71 million is included for information technology and equipment maintenance. The
majority of this increase is $12.09 million in support of new and ongoing IT projects. An additional
$3.50 million will support the multi-year project to refresh the core infrastructure platform and
components that serve public safety subscriber radios. Additional funding of $0.12 million reflects
the installation of IT and security equipment at the leased facility where staff have been relocated
due to the closure of the historic courthouse. A reallocation is also included from the Department
of Emergency Management and Security to further consolidate equipment replacement reserves
into Fund 10050, Equipment Replacement, which was established as part of the FY 2027
Advertised Budget Plan.

Increases of $6.87 million reflect staffing expenses including $5.33 million in overtime and other
costs related to winter storms and $1.50 million in overtime expenses in the Office of the Sheriff
as a result of vacancies and minimum staffing requirements. In addition, $0.04 million reflects the
net cost of the hiring incentive program after utilization of the remaining balance in the Hiring
Incentive Bonus Program Reserve.

Continued support for the Parks system totals $5.50 million. Consistent with action taken as part
of prior quarterly reviews, an increase of $5.00 million is included for capital needs and will support
renewal and repairs at Park Authority Rec Centers. Additional funding of $0.40 million will
support higher than anticipated costs associated with rooftop solar installations at Rec Centers. In
addition, $0.10 million will allow for the expansion of the Park Authority playground asset
management study to include playgrounds at Fairfax County Public Schools (FCPS) and NCS sites,
providing a comprehensive evaluation of playground ages and locations to determine if some sites
should be removed, consolidated or improved with additional amenities.

Funding of $1.09 million is included to support contracts providing nursing services to medically
fragile students in Fairfax County Public Schools (FCPS) and the final phase of funding needed for
the new homeless services contracts. The full-year impact of the funding needed to support both
programs is included in the FY 2027 Advertised Budget Plan. There are a number of adjustments
in the Department of Family Services based on increased expenditure requirements which are
completely offset with additional revenue from the state. A reallocation of $1.0 million from the
Reserve for Economic Uncertainty is also recommended to replace targeted public service activity
funding in the Community Development Block Grant (CDBG) and the Continuum of Care (CoC)
grant. After a review of updated federal requirements, it was determined that the County should
directly administer these programs. The CDBG funding not used for the targeted public service
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activities will be redirected to other allowable activities and baseline funding is included in the
FY 2027 Advertised Budget Plan for the CoC grant.

Savings of $6.0 million have been identified to partially offset the increased spending in this
package. This includes a decrease of $4.00 million in the transfer required to meet the County’s
Annual Required Contribution for Other Post-Employment Benefits (OPEBs) as determined by an
outside actuary, as well as a net decrease of $2.00 million in mandated funding requirements in the
Children’s Services Act (CSA) based on lower than anticipated expenditures.

No contributions are required to maintain the Revenue Stabilization Fund and the Economic Opportunity
Reserve at their target levels. However, a $5.99 million contribution to the Managed Reserve is included
as part of this review to prefund FY 2027 requirements, consistent with action taken by the Board of
Supervisors in prior years to prefund reserve requirements utilizing one-time funds available as part of
quarterly reviews.

The package includes a total of 66 new merit positions, with no net increase in funding requirements in
FY 2026. Recurring funding has already been included in the FY 2027 Advertised Budget Plan or an
expenditure adjustment completely offset with new revenue will be recommended as part of the Add-On
Package. These positions include the following:

Fairfax-Falls Church Community Services Board (CSB) - 21 non-merit benefits-eligible positions
will be converted to merit positions. This conversion will align with the state’s efforts to enhance
compensation for CSB staff and help maintain a stable workforce. These positions are fully offset
with state revenues.

CSB and NCS - 18 grant positions will move from Fund 50000, Federal-State Grant Fund to either
Fund 40040, Fairfax-Falls Church Community Services Board, (eight positions) or Agency 79,
Department of Neighborhood and Community Services, (10 positions). These positions are fully
supported by Fund 40040 or NCS. In accordance with the grant policy, grant positions must be
primarily supported by grant funding; therefore, since these positions are fully supported by Fund
40040 or NCS, they are being aligned with the correct funding source.

Department of Family Services - 13 positions are needed to address increased workload related to
Medicaid eligibility determination. The federal 2025 H.R. 1 law requires six-month eligibility
renewals for Medicaid Expansion adults or Modified Adjusted Gross Income (MAGI) adults,
resulting in 55,000 additional renewals per year as compared to the current annual renewal process.
The positions are being added as part of the FY 2026 Third Quarter Review in order for staff to be
in place to ensure recipients maintain their Medicaid eligibility. These positions are completely
offset by additional state revenue. Full-year funding will be recommended as part of the Add-On
Package.

Service Employees Internal Union (SEIU) - Seven positions are needed to support the collective
bargaining agreement (CBA) with General Government employees. The positions are being added
as part of the FY 2026 Third Quarter Review to ensure implementation of the CBA at the start of
FY 2027. Baseline funding is included in the FY 2027 Advertised Budget Plan.

Police Department - Five positions are needed to support the expansion of the Photo Enforcement
and the Bus Arm Camera Program. It is anticipated that by the end of Calendar Year 2026 there
will be a total of 102 cameras, 50 school zone cameras, two work zone cameras, and 50 bus arm
cameras. The positions are being added as part of the FY 2026 Third Quarter Review to ensure the
program is fully staffed at the start of FY 2027. These positions are fully offset with revenue
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generated from the program. Full-year funding will be recommended as part of the Add-On
Package.

e Department of Housing and Community Development - Two positions are needed to replace a
Continuum of Care (CoC) planning grant previously funded by the U.S. Department of Housing
and Urban Development. The positions will be responsible for conducting CoC homeless system
planning, project monitoring and evaluation, compliance activities, and related CoC functions.
Baseline funding is included in the FY 2027 Advertised Budget Plan.

These and other adjustments are discussed in detail later in this memo. As a result of these adjustments,
an available balance of $1.7 million has been identified as part of the F'Y 2026 Third Quarter Review.
This balance is available for the Board’s consideration to address one-time priorities or consideration items.
Given the continued uncertainty facing the region, any remaining balance after Board consideration is
recommended to be placed in the Reserve for Economic Uncertainty. After accounting for adjustments
included in this package, the balance in the Reserve for Economic Uncertainty is $22.5 million ($2.5 million
in baseline funding and $20.0 million in one-time funding).

Audit Adjustments
As aresult of the FY 2025 Comprehensive Annual Audit, several adjustments to revenues and expenditures
are necessary to reflect Generally Accepted Accounting Principles (GAAP) requirements. Revenue and
expenditure adjustments result in the net increase of $0.42 million to the FY 2026 beginning General Fund
balance mentioned above.

In addition, several other adjustments to various funds are required, including Fairfax County Public
Schools’ funds, Fairfax County Park Authority funds, and Fairfax County Redevelopment and Housing
Authority Funds. All of these audit adjustments were reflected in the FY 2025 Annual Comprehensive
Financial Report (ACFR). Details of these audit adjustments are included in Attachment VI.

Summary of Administrative Adjustments

The following General Fund adjustments are made as part of the FY 2026 Third Quarter Review. In
addition, there are various General Fund Supported and Other Fund expenditure adjustments, supported by
both non-General Fund revenue and the use of fund balance. Adjustments to Other Funds are reflected in
the Other Funds Detail section, Attachment III.

SPENDING ADJUSTMENTS $44.32 MILLION
IT Project Support NON-RECURRING
Fund 10040, Information Technology Projects FY 2026 General Fund Transfer ~ $12.091,700

Net Cost  $12,091,700

The General Fund transfer to Fund 10040, Information Technology Projects, is increased by $12,091,700
to support the continued funding of Information Technology (IT) projects. As indicated in the FY 2027
Advertised Budget Plan, projects were anticipated to be funded with one-time balances as part of a quarterly
review. While increased baseline funding to support these investments is recommended, the County has
successfully used one-time funds at Third Quarter and Carryover reviews to support technology initiatives.
It is anticipated that additional funding will be included as part of the F'Y 2026 Carryover Review to address
the remaining IT project needs. More details regarding the projects funded as part of this adjustment are
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included in the Other Funds Detail write-up for Fund 10040, Information Technology Projects, beginning
on page 37 of this package.

Emergency Systems Failures NON-RECURRING
Fund 30020, Infrastructure Replacement and Upgrades FY 2026 General Fund Transfer $8,000,000
Net Cost $8,000,000

The General Fund Transfer to Fund 30020, Infrastructure Replacement and Upgrades, is increased by
$8,000,000 to support emergency systems failures that occur at aging County facilities throughout the year.
Funding will provide for emergency repairs in the event of a major systems failure such as a large HVAC
system or roof. The County has limited capacity to deal with these types of system failures. Although
preventative maintenance is preferred, as the inventory of County facilities age, emergency repairs and
maintenance requirements continue to grow. This increase will provide a source of funding and additional
flexibility for unforeseen emergency repairs.

Infrastructure Replacement and Upgrades at County Facilities NON-RECURRING
Fund 30020, Infrastructure Replacement and Upgrades FY 2026 General Fund Transfer $7.000.,000
Net Cost $7,000,000

The General Fund Transfer to Fund 30020, Infrastructure Replacement and Upgrades, is increased by
$7,000,000 for annual infrastructure replacement and upgrades at County facilities. Funding of
$10,000,000 is included in the FY 2027 Advertised Budget Plan and additional funding will be considered
at a future quarterly review to fully fund the FY 2027 program. Funding for one-time capital improvements
as part of a quarterly review is consistent with actions taken by the Board of Supervisors in previous years.
These projects, all Category F, defined as urgent/safety related, or endangering life and/or property, will
address HVAC systems upgrades and replacement, elevator renewal, roof replacement, parking lot and
garage improvements, and prioritized facility condition assessments.

2026 Snow Storms NON-RECURRING
Agency 90, Police Department FY 2026 Expenditure $1,400,000
Agency 91, Office of the Sheriff FY 2026 Expenditure $202,000
Agency 92, Fire and Rescue Department FY 2026 Expenditure $1,980,000
Agency 89, Employee Benefits FY 2026 Expenditure $1,500,000
Fund 30010, General Construction and Contributions FY 2026 General Fund Transfer $250,000

Net Cost $5,332,000

Funding of $5,332,000 is necessary to cover expenses related to the January and February winter storms.
This includes the removal of snow from parking lots and sidewalks around County buildings, overtime
costs for storm preparation and to meet mandatory staffing requirements, and costs related to emergency
administrative leave.

Rec Center Facility Renewal NON-RECURRING
Fund 40400, Park General Operations and Capital FY 2026 General Fund Transfer $5.000,000
Net Cost $5,000,000

The General Fund Transfer to Fund 40400, Park General Operations and Capital, is increased by $5,000,000
to support renewal and repairs at Park Authority Rec Centers. After a thorough review of the eight
unrenovated Rec Centers, improvements have been identified for each center that are required to stabilize
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the centers and provide more efficient, attractive, and safe facilities that will last until planned renovations.
Projects include improvements such as roof repair and replacement, replacement of mechanical systems,
and upgrading of electric and pool systems.

Public Safety Radio Platform Refresh NON-RECURRING
Fund 40090, E-911 FY 2026 General Fund Transfer $3.500.000
Net Cost $3,500,000

The General Fund Transfer to Fund 40090, E-911, is increased by $3,500,000 to support the refresh of the
core infrastructure platform and components that serve public safety subscriber radios, including the phased
replacement of comparators and site controllers. This initiative will transition the County’s core public
safety radio system to a new, virtualized platform that integrates existing equipment, dispatch consoles, and
radio base stations. Implementation will span multiple fiscal years, with completion anticipated by
FY 2032. Total project costs are estimated at $29.8 million. One time funding of $2.5 million was included
in the FY 2025 Carryover Review and baseline funding of $3.0 million was included in the FY 2027
Advertised Budget Plan; therefore, an additional $5.8 million is still needed and will be included in future
quarterly reviews.

Access Control Systems Replacement NON-RECURRING
Fund 10050, Equipment Replacement FY 2026 Expenditure $2.000.000
Net Cost $2,000,000

Funding of $2,000,000 is needed to support the next phase of the Access Control Systems replacement at
County facilities. Due to the County experiencing a greater rate of failure with the Access Control Systems,
and the vendor no longer supporting the maintenance and repair of the system, the County had an
engineering firm conduct a full evaluation of the current system. The evaluation determined that the existing
20-year-old system no longer supports the County’s current and growing access control and security needs,
and a full replacement was recommended. The Department of Emergency Management and Security
(DEMS) has developed a multi-year plan for replacing access controls at existing County facilities. The
Courthouse was the first facility to undergo replacement due to an emergency system failure and is expected
to be completed in August 2026. This funding will support replacement at the Government Center complex;
however, funding may need to be re-prioritized if another emergency system failure were to occur. Funding
for the remaining facilities will be identified at future quarterly reviews.

Office of the Sheriff Overtime due to Staffing Shortages NON-RECURRING
Agency 91, Office of the Sheriff FY 2026 Expenditure $1,500,000
Net Cost $1,500,000

Funding of $1,500,000 is required in the Office of the Sheriff to cover a projected shortfall in Personnel
Services due to an increase in overtime costs as a result of vacancies and minimum staffing requirements.
There is limited ability to absorb these significant expenses which are needed to support critical operational
needs.
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Support for Six Special Elections NON-RECURRING
Agency 15, Office of Elections FY 2026 Expenditure $1.271.000
Net Cost $1,271,000

Funding of $1,271,000 is required to cover personnel and operating costs for six special elections conducted
in FY 2026, in addition to the scheduled November 2025 General Election and June 2026 Primary Election.
The April 21, 2026, Proposed Constitutional Amendment Special Election will utilize resources originally
budgeted for the June 2026 Primary Election which will now be conducted in August 2026. Funding
supports the staffing necessary to process absentee ballots and to staff voting locations, the printing of
ballots and registration notices, supplies for polling and satellite locations and other miscellaneous
requirements associated with each election.

Vehicle Replacement and Infrastructure Repair and Replacement NON-RECURRING
Fund 60010, Department of Vehicle Services FY 2026 General Fund Transfer $1,014.058
Net Cost $1,014,058

The General Fund Transfer to Fund 60010, Department of Vehicle Services, is increased by $1,014,058 to
support vehicle replacement and infrastructure repair and replacement. Funding includes $441,400 to
support assessment and mitigation services to address a jet fuel release at the Police Heliport that is required
by the Virginia Department of Environmental Quality to be corrected prior to the end of the fiscal year;
$363,965 to support the replacement of inground hydraulic vehicle lifts at the Jermantown and West Ox
Maintenance Facilities, which have exceeded their useful life and require replacement; and $208,693 to
support the Countywide Vehicle Replacement Program and additional costs related to the transition to
hybrid and electric vehicles in line with the County’s Community-wide Energy and Climate Action Plan
(CECAP) Initiatives and the change in the police vehicle platform from sedan to utility, as well as to keep
pace with rising vehicle prices.

Historic Courthouse HVAC Replacement NON-RECURRING
Fund 30010, General Construction and Contributions FY 2026 General Fund Transfer $1,000,000
Net Cost $1,000,000

The General Fund transfer to Fund 30010, General Construction and Contributions, is increased by
$1,000,000 to begin design work associated with replacement of the HVAC in the Historic Courthouse.
The Historic Courthouse was constructed circa 1800 and houses priceless historical records and staff from
the Juvenile and Domestic Relations District Court and Office of the Sheriff. The building’s central steam
heating system recently failed, leaving the entire facility without heat. Due to the age and condition of the
system, repairs were not able to restore reliable operations and staff and materials have been relocated. The
building has been winterized to avoid freezing of the pipes which could cause catastrophic damage to the
building and its subsystems. This initial funding will support design work associated with a full HVAC
replacement. The building’s age and complexity necessitate a comprehensive system replacement and will
require significant future funding. This project will be coordinated with the Department of Public Works
and Environmental Services (DPWES) to determine the future renovation project scope and timelines.

Nursing Contracts for Medically Fragile Students NON-RECURRING
Agency 71, Health Department FY 2026 Expenditure $725.000
Net Cost $725,000

An increase of $725,000 is required to support additional funding for contracts providing nursing services
to medically fragile students in Fairfax County Public Schools (FCPS). This federally mandated program
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provides one-to-one nursing services to eligible students. This adjustment is consistent with the adjustment
included in the FY 2027 Advertised Budget Plan.

Parks Energy Efficiency Improvements NON-RECURRING
Fund 30015, Environmental and Energy Program FY 2026 General Fund Transfer $400,000
Net Cost $400,000

The General Fund transfer to Fund 30015, Environmental and Energy Program, is increased by $400,000
to support energy improvements at Park facilities. Funding will support higher than anticipated costs
associated with rooftop solar installations at the Mount Vernon, Oakmont, and South Run Rec Centers as
recommended by Energy Service Companies (ESCOs). Project increases are due to increases in building
materials and procurement costs. The Board of Supervisors’ Operational Energy Strategy (OES) identifies
numerous supporting actions to achieve energy retrofits at County facilities. These solar installation projects
are currently in the design phase and, when implemented, will provide for facility energy savings measures
identified as part of previously conducted Investment Grade Audits (IGAs).

Homeless Services Contracts NON-RECURRING
Agency 38, Department of Housing and Community Development FY 2026 Expenditure $363.734
Net Cost $363,734

Funding of $363,734 is required to support the final phase of funding needed for the new homeless services
contracts, effective July 1, 2025. This adjustment will sustain critical services, including emergency shelter
operations, case management, street outreach, permanent supportive housing, and shelter overflow hotels
for families. The full-year impact of the funding needed to support the contracts is included in the FY 2027
Advertised Budget Plan.

Legal Services and Litigation Support NON-RECURRING
Agency 17, Office of the County Attorney FY 2026 Expenditure $345.000
Net Cost $345,000

Funding of $345,000 is required to support operating costs associated with litigation, outside counsel,
specialized legal assistance, and related transcription and courier services. This adjustment reflects
increased need and rising costs for legal services associated with complex affordable housing initiatives,
expanded abuse and neglect and code compliance work, new ordinance enforcement, increased workers’
compensation and employment litigation, and other unpredictable high-intensity cases.

Morrisette Lease Renegotiation NON-RECURRING
Agency 08, Facilities Management Department FY 2026 Expenditure $300,000
Net Cost $300,000

Funding of $300,000 is required due to an increase in costs resulting from the renegotiation of the lease at
the Morrisette location. This location provides 54,935 square feet of warehouse space and 12,692 square
feet of office space that are used jointly by the Police Department and the Fire and Rescue Department for
large vehicle storage. The renegotiated lease took effect in January 2026, and this funding supports six
months of rent expenses in FY 2026. It should be noted that full-year funding is included in the FY 2027
Advertised Budget Plan.
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Office of the Sheriff Compensation Study NON-RECURRING
Agency 11, Department of Human Resources FY 2026 Expenditure $125.000
Net Cost $125,000

Funding of $125,000 is required for a compensation study for uniformed positions in the Office of the
Sheriff. At the November 25, 2025, Board of Supervisors Safety and Security Committee meeting, the
Office of the Sheriff outlined ongoing staffing challenges and emphasized the need to address pay
competitiveness, reevaluate peer comparators, and support reorganization for retention. An independent
consultant review of Sheriff salaries, career progression, and advancement opportunities will provide
strategic recommendations to inform future compensation decisions and workforce planning.

Relocation Expenses due to the Closure of Historic Courthouse NON-RECURRING
Fund 10050, Equipment Replacement FY 2026 General Fund Transfer $70,000
Fund 60030, Technology Infrastructure Services FY 2026 General Fund Transfer $50,000

Net Cost $120,000

Funding of $120,000 is required for infrastructure upgrades to 10201 Main Street, where staff have been
relocated due to the closing of the historic courthouse until repairs are complete. The facility requires the
installation of additional IT cabling and access point connections to ensure reliable Wi-Fi coverage as well
as security enhancement including implementation of badge-access systems and installation of security
cameras to meet the County’s safety and operational standards.

Playground Assessments NON-RECURRING
Fund 40400, Park General Operations and Capital FY 2026 General Fund Transfer $100,000
Net Cost $100,000

The General Fund Transfer to Fund 40400, Park General Operations and Capital, is increased by $100,000
to support the expansion of the Park Authority playground asset management study to include playgrounds
at Fairfax County Public Schools (FCPS) and Department of Neighborhood and Community Services
(NCS) sites. Initial funding was approved to conduct asset management and condition assessments at Park
Authority playgrounds only. Additional funding will allow for a comprehensive evaluation of playground
ages and locations to determine if some sites should be removed, consolidated or improved with additional
amenities. Including FCPS and NSC in this study will allow staff to determine where playgrounds should
be located, gaps in service and the appropriate size of each site.

Volunteer Fairfax NON-RECURRING
Fund 10030, Contributories FY 2026 General Fund Transfer $100.000
Net Cost $100,000

The General Fund Transfer to Fund 10030, Contributories, is increased by $100,000 in support of Volunteer
Fairfax to address lower than expected revenue from fundraising and ensure that the organization ends
FY 2026 with a positive ending balance. County staff will continue to closely monitor the financial
activities of the organization to ensure long-term sustainability and operational effectiveness. This
adjustment is consistent with actions taken as part of the FY 2025 Third Quarter Review and the FY 2027
Advertised Budget Plan.
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Hiring Incentive Program NON-RECURRING

Agency 87, Unclassified Administrative Expenses FY 2026 Expenditure  ($1,982,099)

Agency 90, Police Department FY 2026 Expenditure $1,469,000

Agency 91, Office of the Sheriff FY 2026 Expenditure $550,000
Net Cost $36,901

The Hiring Incentive Bonus Program Reserve was established by the Board of Supervisors as part of the
FY 2022 Carryover Review in Agency 87, Unclassified Administrative Expenses, to support recruitment
and retention efforts. The program includes hiring bonuses in several critical classifications that are
experiencing recruitment challenges, including police officers, deputy sheriffs, nursing positions, heavy
equipment operators, behavioral health positions, and crisis intervention specialists. When possible, the
cost of these bonuses is absorbed by the agency utilizing one-time savings from position vacancies;
however, utilization of the reserve is required if an agency cannot absorb these expenses. In FY 2026,
funding of $2,019,000 is required for the Police Department and Office of the Sheriff; after utilization of
the reserve totaling $1,982,099 the net cost to the County is $36,901. Staff will continue to work with
agencies and the Department of Human Resources to monitor recruitment conditions, particularly in
previously hard-to-fill classifications, and to assess the need for sign-on bonus for certain job classes based
on current staffing levels. A recommendation to replenish the reserve may be included in the FY 2026
Carryover Review.

Hollin Hall Floor Replacement NON-RECURRING

Agency 79, Dept. of Neighborhood and Community Services FY 2026 Expenditure  ($2,000,000)

Fund 30020, Infrastructure Replacement and Upgrades FY 2026 General Fund Transfer $2.000.,000
Net Cost $0

The General Fund Transfer to Fund 30020, Infrastructure Replacement and Upgrades, is increased by
$2,000,000 to support the replacement of flooring at Hollin Hall. Hollin Hall houses several Human
Services programs including childcare and a senior center. The flooring is deteriorating rapidly and has
been flagged as a risk management concern. This increase is offset by a commensurate decrease in Agency
79, Department of Neighborhood and Community Services, due to one-time savings for no net impact to
the General Fund.

Utilization of the Reserve for Economic Uncertainty NON-RECURRING
Agency 38, Department of Housing and Community Development FY 2026 Expenditure $905,121
Agency 89, Employee Benefits FY 2026 Expenditure $114,862
Agency 87, Unclassified Administrative Expenses FY 2026 Expenditure  ($1,019,983)
Net Cost $0

A reallocation of $1,019,983 from the Reserve for Economic Uncertainty in Agency 87, Unclassified
Administrative Expenses, to Agency 38, Department of Housing and Community Development, and
Agency 89, Employee Benefits, is required to maintain critical safety net services previously funded with
federal funds. The Reserve for Economic Uncertainty was established by the Board of Supervisors to
respond to negative impacts on the County’s revenues from economic conditions and to increases in demand
for County services. Reallocating funding to support the following programs is consistent with the intent
of the Reserve.

e Targeted Public Service Funding in the Community Development Block Grant
Funding of $694,983 is required to replace Community Development Block Grant (CDBG)
targeted public service funding. CDBG funding is received from the U.S. Housing and Urban
Development (HUD) and is administered in Fund 50800, Community Development Block Grant.
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However, the targeted public service portion of the CDBG funding is included in the Consolidated
Community Funding Pool request for proposal process. After a review of updated federal
requirements, it was determined that the County should directly administer two programs
previously funded with CDBG targeted public service funding. The funding is needed to ensure
the continued provision of emergency housing assistance, including short-term rental assistance,
temporary and emergency shelter, and case management services. The CDBG funding not used
for these two programs will be redirected to other allowable activities.

e Continuum of Care Grant
Funding of $325,000 and 2/2.0 FTE positions is required to replace a Continuum of Care (CoC)
planning grant previously funded by the U.S. Department of Housing and Urban Development. The
positions will be responsible for conducting CoC homeless system planning, project monitoring
and evaluation, compliance activities, and related CoC functions. Baseline funding is included in
the FY 2027 Advertised Budget Plan.

After these adjustments, the balance in the Reserve for Economic Uncertainty is $22.5 million ($2.5 million
in baseline funding and $20.0 million in one-time funding).

Equipment Replacement Fund NON-RECURRING

Agency 93 Department of Emergency Management and Security FY 2026 Expenditures ($500,000)

Fund 10050, Equipment Replacement FY 2026 General Fund Transfer $500,000
Net Cost $0

Funding of $500,000 is transferred from Agency 93, Department of Emergency Management and Security
(DEMS), to Fund 10050, Equipment Replacement. This funding has been held in DEMS to support the
future replacement of technology in the Emergency Operations Center but is more appropriately aligned
with the intent of the new Fund 10050, Equipment Replacement. Fund 10050, Equipment Replacement,
was established to ensure the timely and systematic replacement of essential capital equipment as it reaches
the end of its useful life. The fund emphasizes proactive planning to sustain reliable service delivery,
minimize operational risk, and avoid unplanned disruptions.

Positions to Address Federal Changes to Medicaid Eligibility RECURRING
FY 2026 Revenue $409,528

Agency 67, Department of Family Services FY 2026 Expenditure $287,692
Agency 89, Employee Benefits FY 2026 Expenditure $121.,836
Net Cost $0

FY 2027 Revenue $1,465,381

Agency 67, Department of Family Services FY 2027 Expenditure $970,165
Agency 89, Employee Benefits FY 2027 Expenditure $495.216
Net Cost $0

Partial-year funding of $409,528 and 13/13.0 FTE positions are included to address increased workload
related to Medicaid eligibility determination. The federal 2025 H.R. 1 law requires six-month eligibility
renewals for Medicaid Expansion adults or Modified Adjusted Gross Income (MAGI) adults, resulting in
55,000 additional renewals per year as compared to the current annual renewal process. Additionally, a
significant increase in workload is expected with the implementation of community engagement/work
requirements for the Medicaid Expansion population. The eligibility renewal changes are effective
December 31, 2026, and the work requirements are effective January 1, 2027. While these changes would
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have the greatest impacts on eligibility work, there are other components of the legislation (e.g., address
verification, immigrant eligibility changes) that will also add to staff workload. The positions and funding
are being added as part of the FY 2026 Third Quarter Review in order for staff to be in place to ensure
recipients maintain their Medicaid eligibility. The full year cost to support these positions is $1,465,381,
which will be included in the FY 2027 Add-on Package. All expenditures are fully offset by increases in
state revenue, resulting in no impact to the General Fund.

Photo Enforcement RECURRING
FY 2026 Revenue $0

Agency 90, Police Department FY 2026 Expenditure $0
Agency 89, Fringe Benefits FY 2026 Expenditure $0
Net Cost $0

FY 2027 Revenue $652,092

Agency 90, Police Department FY 2027 Expenditure $434,346
Agency 89, Fringe Benefits FY 2027 Expenditure $217.746
Net Cost $0

An additional 5/5.0 FTE positions is required to support the expansion of the Photo Enforcement and the
Bus Arm Camera Program. It is anticipated that by the end of Calendar Year 2026 there will be a total of
102 cameras, 50 school zone cameras, two work zone cameras and 50 bus arm cameras. Additionally,
Fairfax County Public Schools are planning to outfit all 1,600 buses with cameras. The positions are being
added as part of the FY 2026 Third Quarter Review to ensure the program is fully staffed at the start of
FY 2027. The full year cost to support these positions is $652,092, which will be included in the FY 2027
Add-on Package. The expenditure increase is fully offset by revenue generated from the Photo Speed
Enforcement Program for no net impact to the General Fund. Revenue collected from the existing 20 speed
cameras from program inception through January 2026 is $2.3 million with $940,302 of that collected in
FY 2026 as of January 2026. It is projected that the additional cameras will generate another $3.5 million
annually.

Auxiliary Grant Program NON-RECURRING
FY 2026 Revenue $700,000

Agency 67, Department of Family Services FY 2026 Expenditure $700.000
Net Cost $0

An increase of $700,000 to both revenues and expenditures is required to offset actual spending for
increased financial assistance being provided to low-income individuals who are aged, blind, disabled, and
reside in supportive housing. Assistance helps ensure that adults are able to maintain a standard of living.
Funding will also offset recent rate increases, including a 1.3 percent cost of living increase implemented
in January 2026. The expenditure increase is fully offset by an increase in state revenue for no net impact
to the General Fund.

Refugee Assistance Program NON-RECURRING
FY 2026 Revenue $220,000

Agency 67, Department of Family Services FY 2026 Expenditure $220,000
Net Cost $0

An increase of $220,000 to both revenues and expenditures is required to offset the increased cost of the
mandated Refugee Assistance Program for Afghan evacuees who have resettled in Fairfax County. The
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Public Assistance and Employment Services (PAES) division in the Department of Family Services
processes public assistance applications for refugees and works with local refugee resettlement agencies.
The expenditure increase is fully offset by an increase in federal revenue for no net impact to the General
Fund.

Title IV-E Program Maintenance NON-RECURRING
FY 2026 Revenue $100,000

Agency 67, Department of Family Services FY 2026 Expenditure $100,000
Net Cost $0

An increase of $100,000 to both revenues and expenditures is required to offset the increased cost of Title
IV-E, a federal program designed to ensure proper care for eligible children in foster care and to provide
ongoing assistance to eligible children with special needs receiving adoption subsidies. The expenditure
increase is fully offset by an increase in state revenue for no net impact to the General Fund.

Children's Services Act Savings NON-RECURRING
FY 2026 Revenue  ($2,000,000)
Agency 67, Department of Family Services FY 2026 Expenditure  ($4.000,000)

Net Cost  ($2,000,000)

A decrease of $4,000,000 to expenditures is associated with mandated funding requirements in the
Children’s Services Act (CSA) based on lower than anticipated expenditures in FY 2026. CSA provides a
continuum of services for troubled and at-risk children and youth who require foster care services, private
school special education, home-based interventions, and residential services for behavioral health care.
Actual costs for the CSA program are dependent on the number of youths served and the complexity of
services provided. This adjustment is based on current service levels and sufficient funding remains to
maintain these service levels, even with modest growth. This adjustment is consistent with reductions
included in the FY 2027 Advertised Budget Plan. The expenditure decrease is partially offset by a decrease
in state funding of $2,000,000 for net savings to the General Fund of $2,000,000.

OPEB Trust Annual Contribution Savings NON-RECURRING
Fund 73030, OPEB Trust FY 2026 General Fund Transfer  ($4.000,000)

Net Cost  ($4,000,000)

The General Fund transfer to Fund 73030, OPEB Trust, is decreased by $4,000,000 based on annual normal
cost contribution requirements. It is anticipated that this decreased transfer level, combined with
contributions from other funds, will fully meet the FY 2026 funding requirements. This adjustment is
consistent with the adjustment included in the FY 2027 Advertised Budget Plan.
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INCREASES TO RESERVES $5.99 MILLION

Reserve Adjustments NON-RECURRING
Fund 10010, Revenue Stabilization FY 2026 General Fund Transfer $0
Fund 10015, Economic Opportunity Reserve FY 2026 General Fund Transfer $0

Net Cost $0

No transfer from the General Fund to Fund 10010, Revenue Stabilization, or Fund 10015, Economic
Opportunity Reserve, is required to maintain the reserves at their target levels. However, it should be noted
that an additional $5,991,274 is allocated to the Managed Reserve as part of the FY 2026 Third Quarter
Review. This allocation was anticipated as part of the FY 2027 Advertised Budget Plan, and is expected to
increase the FY 2027 balance of the reserve to its target level of 4 percent of General Fund disbursements.

Summary
In summary, I am recommending that the following actions be taken:

= Board approval of the funding and audit adjustments contained in this package which result in a General
Fund Available Balance of $1.67 million and an increase of $169.29 million in Appropriated Other
Funds expenditures excluding Federal and State Grants, audit adjustments and Schools’ funds. Details
regarding adjustments for School funds as requested by the Fairfax County Public Schools are provided
in the Schools’ F'Y 2026 Third Quarter Review package (Attachment VII).

e Supplemental Appropriation Resolution AS 26190
e Amendment to Fiscal Planning Resolution AS 26901

= Board appropriation of Federal/State grant adjustments in Fund 50000, Federal-State Grant Fund,
totaling an increase of $60.86 million.

* Board approval of an adjustment to the Managed Reserve to reflect the adjustments included in the
FY 2026 Third Quarter Review.
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