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A More Equitable and Inclusive
Montgomery; County Dt

MARC ELRICH

Thriving Youth and Families

Children need great schools, supportive families, and caring communities to help them succeed in life. We
can give them the start they need by providing adequate funding for public schools, access to affordable
early childhood education and expanded high school options, and support for programs that relieve stress
on families through increased access to affordable housing and better-paying jobs.

A Growing Economy

A healthy business community is essential to our success. We will reinvigorate the county’s direct
involvement in economic activities by re-examining our regulations to make sure they are sensible, fair,
and efficient; opening support centers that help both new and existing businesses; and developing an
incubator and innovation climate to help local entrepreneurs bring their ideas into the world.

A Greener County

We recognize the urgency of global warming and will take concrete steps to address climate change.
County government has committed to zero Greenhouse Gas emissions by 2035, an ambitious — but
achievable — target. We will reduce our footprint by pursuing clean energy, energy efficiency, enhanced
building design, reduction of waste, and developing a better transit system for our residents.

Easier Commutes

Moving people and goods more efficiently is an economic imperative and is essential to our quality
of life. We will reduce traffic congestion by improving transit options, supporting Metro, encouraging
telecommuting and implementing common-sense road improvements.

An Affordable and Welcoming County for a Lifetime

We will focus on initiatives that make Montgomery County a place where all residents can pursue their
dreams regardless of race, ethnicity, age or economic circumstances.

Safe Neighborhoods

We will address crime and pedestrian safety issues and seek input from communities across the county
on ways to address these issues. We plan to enhance opportunities for walking, biking, and creating
neighborhood gathering places.

Effective, Sustainable Government

We will partner with county employees to make County Government more cost-effective and to deliver
services more efficiently and responsively.

www.montgomerycountymd.gov
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

The Honorable County Council of Montgomery County, Maryland
Rockville, Maryland

Report on the Financial Statements

We have audited the accompanying 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 Montgomery County, Maryland (the County), as of and for the year ended
June 30, 2021, and the related notes to the financial statements, which collectively comprise the County’s
basic financial statements.

Management’s Responsibility for the Financial Statements

The County’s management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal controls relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not
audit the financial statements of Montgomery County Public Schools, Housing Opportunities
Commission of Montgomery County, Montgomery College, Montgomery County Revenue Authority,
and Bethesda Urban Partnership, Inc., which represents 100% of the assets, net position and revenues of
the component units. Those financial statements were audited by other auditors whose reports thereon
have been furnished to us, and our opinion, insofar as it relates to the amounts included for the County, is
based solely on the report of the other auditors. 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 from material misstatement. The financial statements of
Bethesda Urban Partnership, Inc. were not audited in accordance with Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.

In making those risk assessments, the auditor considers internal controls relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal controls. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

10200 Grand Central Avenue « Suite 250 « Owings Mills « Maryland 21117 « P 410.584.0060 « F 410.584.0061
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position 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, as of June 30, 2021, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, the budgetary comparison information for the general, housing initiative and
grants funds, the schedule of County’s proportionate share of the net OPEB liability, schedule of county
contributions (OPEB), schedule of County’s proportionate share of the net pension liability (Employees’
Retirement System and Maryland State Retirement and Pension System), schedule of County
contributions (Employees’ Retirement System and Maryland State Retirement and Pension System), and
schedule of changes in the total pension liability (Length of Service Award Program), and the notes to
required supplementary information, as listed in the accompanying table of contents, be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We and the other auditors have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County’s basic financial statements. The introductory and statistical section, combining and
individual fund financial statements and special revenue funds schedules of revenues, expenditures,
changes in fund balance — budget and actual and schedules of expenses — budget and actual (nonmajor
enterprise funds and internal service funds) (supplementary data), are presented for purposes of additional
analysis and are not a required part of the basic financial statements.
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The combining and individual fund financial statements and supplementary schedules are the
responsibility of management and were derived from and relate directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic 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 by us and other auditors. In our opinion, based on our audit, the procedures
described above, and the reports of the other auditors, the combining and individual fund financial
statements and supplementary schedules are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements, and accordingly, we do not express an opinion or provide any
assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 17,
2021, on our consideration of the County’s internal controls over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal controls over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of internal controls over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering the County’s
internal controls over financial reporting and compliance.

Other
As discussed in Note 1 to the financial statements, the County adopted the new accounting guidance from
GASB Statement No. 87, Leases, No. 89, Accounting for Interest Costs Incurred Before the End of the

Construction Period, No. 90, Majority Equity Interests, No. 97, Certain Component Unit Criteria, and No.
98, The Annual Comprehensive Financial Report. Our opinion is not modified with respect to this matter.

Owings Mills, Maryland )j
December 17, 2021 s FEe
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON INTERNAL CONTROLS
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable County Council of Montgomery County, Maryland
Rockville, Maryland

We have audited 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, 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 Montgomery County,
Maryland (the County) as of and for the year ended June 30, 2021, and the related notes to the
financial statements, which collectively comprise the County’s basic financial statements, and have
issued our report thereon dated December 17, 2021. The County’s financial statements include the
financial statements of Montgomery County Public Schools, Housing Opportunities Commission of
Montgomery County, Montgomery College, Montgomery County Revenue Authority, and Bethesda
Urban Partnership, Inc. as described in our report on the County’s financial statements. Our audit
described below did not include operations of these entities because these entities engaged for their
own separate audits in accordance with Government Auditing Standards and Montgomery County
Revenue Authority and Bethesda Urban Partnership, Inc. were not audited in accordance with
Government Auditing Standards.

Internal Controls over Financial Reporting

In planning and performing our audit of the financial statements, we considered the County’s internal
controls over financial reporting (internal controls) 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 controls. Accordingly, we do not express an opinion on the effectiveness of the County’s
internal controls.

A deficiency in internal controls 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 controls, 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 controls that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

10200 Grand Central Avenue » Suite 250 « Owings Mills « Maryland 21117 « P 410.584.0060 « F 410.584.0061
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Our consideration of internal controls was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control 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 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.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal controls and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal controls 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 controls and
compliance. Accordingly, this communication is not suitable for any other purpose.

Owings Mills, Maryland J g }LM, C}Df .
December 17, 2021
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON COMPLIANCE FOR EACH
MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROLS OVER COMPLIANCE
IN ACCORDANCE WITH THE UNIFORM GUIDANCE

The Honorable County Council of Montgomery County, Maryland
Rockville, Maryland

Report on Compliance for Each Major Federal Program

We have audited Montgomery County, Maryland’s (the County’s) compliance with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB)
Compliance Supplement that could have a direct and material effect on each of the County’s major
Federal programs for the year ended June 30, 2021. The County’s major Federal programs are
identified in the Summary of Independent Public Accountant’s Results section of the accompanying
Schedule of Findings and Questioned Costs.

The County’s basic financial statements include the operations of Montgomery County Public
Schools, Housing Opportunities Commission of Montgomery County, Montgomery College, and
Montgomery County Revenue Authority, which received Federal awards that are not included in the
accompanying Schedule of Expenditures of Federal Awards. Our audit, described below, did not
include the operations of these entities because auditors were engaged to perform a separate audit in
accordance with the Uniform Guidance.

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 compliance audit in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and the audit
requirements of Title 2 U.S. Code of Federal Regulations (CFR) 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.

10200 Grand Central Avenue © Suite 250 « Owings Mills « Maryland 21117 « P 410.584.0060 « F 410.584.0061
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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 for the year ended June 30, 2021.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance which are required to be
reported in accordance with the Uniform Guidance and which are described in the accompanying
Schedule of Findings and Questioned Costs as items 2021-001 and 2021-002. Our opinion on each
major Federal program is not modified with respect to these matters.

The County’s responses to the noncompliance findings identified in our audit are described in
Section V — Corrective Action Plans. The County’s responses were not subjected to the auditing
procedures applied in the audit of compliance and, accordingly, we express no opinion on the
responses.

Report on Internal Controls over Compliance

Management of the County is responsible for establishing and maintaining effective internal controls
over compliance with the types of compliance requirements referred to above. In planning and
performing our compliance audit, we considered the County’s internal controls over compliance with
the types of requirements that could have a direct and material effect on each major Federal program
as a basis for designing 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 controls over compliance in accordance with the Uniform Guidance, but not for the purpose
of expressing an opinion on the effectiveness of internal controls over compliance. Accordingly, we
do not express an opinion on the effectiveness of the County’s internal controls over compliance.

A deficiency in internal controls 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 controls over
compliance is a deficiency, or 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.
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A significant deficiency in internal controls over compliance is a deficiency, or a combination of
deficiencies, in internal controls over compliance with a type of compliance requirement of a Federal
program that is less severe than a material weakness in internal controls over compliance, yet
important enough to merit attention by those charged with governance.

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

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

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

We have audited 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 as of and for the year ended June 30, 2021, and the related notes to
the financial statements, which collectively comprise the County’s basic financial statements. We
issued our report thereon dated December 17, 2021, 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.

Owings Mills, Maryland )j g }‘&-Mw, C}Df a_
March 30, 2022
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MONTGOMERY COUNTY, MARYLAND

Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2021

1.

BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the
Federal grant activity of the primary government of Montgomery County, Maryland (the
County), and is presented on the accrual basis of accounting. Federal awards of component
units of the County reporting entity are not included in this Schedule.

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. Compliance testing of all requirements, as
described in the Compliance Supplement, was performed for the grant programs noted
below. These programs represent Federal award programs for fiscal year 2021 cash and non-
cash expenditures to ensure coverage of at least 20% of Federally granted funds. Actual
coverage is 76% of total cash and non-cash Federal award program expenditures.

Federal Assistance Federal
Federal Department / Grant Title Listing Expenditures

Department of Agriculture

SNAP Cluster 10.551/10.561 $ 8,548,248
Department of Treasury

Coronavirus Relief Fund (CRF) - COVID 19 21.019 141,593,809

Emergency Rental Assistance Program (ERAP) - COVID 19 21.023 3,841,710

American Recovery Plan Act (ARPA) - COVID 19 21.027 92,008,101
Department of Health and Human Services

Temporary Assistance for Needy Families (TANF) Cluster 93.558/93.714 6,101,950

Social Services Block Grant (SSBG) 93.667 4,606,715

Medicaid Cluster 93.777/93.778/93.775 27,799,051

$ 284,499,584

Expenditures of Federal award grant funds are made for the purposes specified by the grantor
and are subject to certain restrictions. Expenditures are also subject to audit by the relevant
Federal agency. In the opinion of management, disallowed costs, if any, from such audits will
not have a material effect on this Schedule or the financial position of the County.

LOAN PROGRAMS WITH CONTINUING COMPLIANCE REQUIREMENTS

The County participates in the Home Investment Partnership Act Federal loan program. The
balance of loans from previous years and current year loan activity, as required under the
Uniform Guidance, are presented in the Schedule. As of June 30, 2021, the outstanding loan
balance was approximately $37 million.
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MONTGOMERY COUNTY, MARYLAND

Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2021

3. MARYLAND STATE DEPARTMENT OF EDUCATION (MSDE)

MSDE awarded grants from two different Federal agencies. The total Federal expenditures
passed-through MSDE for the year ended June 30, 2021 was $4,262,309. The expenditures
are presented in the Schedule under the Department of Education (Assistance Listing
numbers 84.027A, 84.173A, 84.181A) and the Department of Health and Human Services
(Assistance Listing numbers 93.434, 93.575, 93.778).

4. INDIRECT COST
The County did not elect to use the 10-percent de minimis cost rate for indirect costs.

5. RECONCILIATION OF FINANCIAL STATEMENTS TO THE SCHEDULE OF
FEDERAL AWARDS

Total expenditures per the Schedule of Expenditures of Federal Awards reconciles to the
County’s financial statements for the year ended June 30, 2021, as follows:

Amount
Governmental Grants per Audited Financial Statements $ 580,584,832
Less: State and Local Grants (205,503,236)
Federal Expenditures $ 375,081,596
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MONTGOMERY COUNTY, MARYLAND

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2021

Section I — Summary of Independent Public Accountants’ Results

Financial Statements

Type of Independent Public Accountants’ report issued:
Internal controls over financial reporting:

Material weakness(es) identified?

Significant deficiencies?

Unmodified

No

None reported

Noncompliance material to financial statements? No
Federal Awards
Type of Independent Public Accountants’ report issued on

compliance for major program: Unmodified
Internal controls over major program:

Material weakness(es) identified? No

Significant deficiencies? No

Any audit findings disclosed that are required to be reported in

accordance with Section 2 CFR 200.516(a) of the Uniform Guidance? Yes
Identification of Major Programs:
Federal Assistance Federal
Major Programs Listing Expenditures

Department of Agriculture

SNAP Cluster 10.551/10.561 $ 8,548,248
Department of Treasury

Coronavirus Relief Fund (CRF) - COVID 19 21.019 141,593,809

Emergency Rental Assistance Program (ERAP) - COVID 19 21.023 3,841,710

American Recovery Plan Act (ARPA) - COVID 19 21.027 92,008,101
Department of Health and Human Services

Temporary Assistance for Needy Families (TANF) Cluster 93.558/93.714 6,101,950

Social Services Block Grant (SSBG) 93.667 4,600,715

Medicaid Cluster 93.777/93.778/93.775 27,799,051

Threshold for disginguishing between Type A and B programs

Did the County qualify as a low risk auditee?
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MONTGOMERY COUNTY, MARYLAND

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2021

Section II - Financial Statement Findings

None noted.
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MONTGOMERY COUNTY, MARYLAND

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2021

Section III - Federal Award Findings and Questioned Costs
Finding 2021-001

U.S. Department of the Treasury

Assistance Listing Number 21.027 — American Recovery Plan Act (ARPA) — COVID-19
Non-compliance with Period of Performance

Repeat Findings: No

Criteria:

The period of performance for the award begins on the date the awards are issued (i.e., the date
funds are disbursed to recipients) and ends on December 31, 2026, pursuant to the Financial
Assistance Agreement.

Recipients may only use funds to cover costs incurred during the period beginning on March 3,
2021 and ending on December 31, 2024 per section 602(g)(1) of the Social Security Act as
added by section 9901 of the American Rescue Plan Act of 2021, Pub. L. No. 117-2 and
Treasury’s Interim Final Rule at 31 C.F.R. § 35.5(a). Recipients must liquidate all obligations
incurred by December 31, 2024 under the award no later than December 31, 2026, which is the
end of the period of performance. As such, auditors should test that recipients only used award
funds to cover costs incurred from the period beginning on March 3, 2021 and ending on
December 31, 2024. Auditors should also test that recipients did not incur and apply to their
award any new costs during the period beginning December 31, 2024 and ending on December
31, 2026. During this two-year period, recipients are only permitted to liquidate all obligations
they incurred by December 31, 2024.

In accordance with 2 CFR §200.303: The non-Federal entity must: (a) Establish and maintain
effective internal controls over the Federal award that provides reasonable assurance that the
non-Federal entity is managing the Federal award in compliance with Federal statutes,
regulations, and the terms and conditions of the Federal award. These internal controls should be
in compliance with the guidance in Standards for Internal Control in the Federal Government
issued by the Comptroller General of the United States and Internal Control - Integrated
Framework issued by the Committee of Sponsor Organizations of the Treadway Commission
(COSO).

Condition and Context:

For 3 out of 40 selections, the service period occurred between February 1, 2021 and February
29, 2021; however, the grant award can only be used to cover costs incurred during the period
beginning on March 3, 2021.

Cause:

Expenses were incurred outside the allowable period of performance. The County did not have
controls in place to prevent costs incurred outside the period of performance being charged to the
grant.
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MONTGOMERY COUNTY, MARYLAND

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2021

Section III - Federal Award Findings and Questioned Costs (continued)
Finding 2021-001 (continued)

Effect or Potential Effect:
The County is not in compliance with the period of performance requirements.

Questioned Costs:
$37,671

Recommendation:

We recommend the County establish and implement controls to allow only costs within a period
of performance to be charged to the grant and ensure adequate reviews are in place to monitor
the control.

Views of Responsible Officials:

The County agrees with the finding but notes it is specific to the American Recover Plan Act.

The County has controls in place that provides reasonable assurance that the County is managing
Federal awards in compliance with Federal statutes. As noted in the corrective action plan
below, this finding is specific to identifying costs of government services to the extent of the
revenue loss due to the pandemic. Due to the unique circumstances of this one-time event, a new
process was put in place to identify eligible costs from a population of significant size. While
this process inadvertently picked up $37,671 of costs incurred between February 1, 2021 and
February 29, 2021, the County has determined there are also approximately $20.5 million of
eligible government services costs that were not applied against the revenue loss but could have
been. Please refer to the Corrective Action Plan Section in this report.
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MONTGOMERY COUNTY, MARYLAND

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2021

Section III - Federal Award Findings and Questioned Costs (continued)
Finding 2021-002

U.S. Department of the Treasury

Assistance Listing Number 21.019 — Coronavirus Relief Fund (CRF) — COVID-19
Non-compliance with Subrecipient Monitoring

Repeat Findings: No

Criteria:

A pass-through entity (PTE) must clearly identify to the subrecipient the award as a subaward at the
time of subaward (or subsequent subaward modification) by providing the information described in 2
CFR section 200.331(a)(1); all requirements imposed by the PTE on the subrecipient so that the
Federal award is used in accordance with Federal statutes, regulations, and the terms and conditions
of the award (2 CFR section 200.331(a)(2)); and any additional requirements that the PTE imposes
on the subrecipient in order for the PTE to meet its own responsibility for the Federal award (e.g.,
financial, performance, and special reports) (2 CFR section 200.331(a)(3)).

Condition and Context:

For 2 out of 3 selections, the agreement with the subrecipient did not clearly identify the Federal
assistance listing. Additionally, the agreement did not contain the information described in 2 CFR
section 200.331(a).

Cause:
The County did not inform its subrecipients of Federal requirements included in Uniform Guidance
related to procedures required for subrecipient monitoring.

Effect or Potential Effect:
The subrecipient may not be in compliance with Uniform Guidance, therefore causing the County to
not be in compliance with Uniform Guidance.

Questioned Costs:
Unknown.

Recommendation:
We recommend that the County prepare and maintain a written plan to ensure subrecipients are
aware of the Uniform Guidance requirements.

Views of Responsible Officials:

The County agrees with the finding but notes it is specific to the Coronavirus Relief Fund (CRF).
The unusual one-time nature and evolving Federal guidance surrounding the CRF contributed to this
instance of noncompliance. The County will incorporate the auditors’ recommendation into its
existing processes and procedures. Please refer to the Corrective Action Plan Section in this report.
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MONTGOMERY COUNTY, MARYLAND

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2021

Section IV — Summary Schedule of Prior Year Findings
Finding 2020-001

U.S. Department of Homeland Security

CFDA 97.025 - National Urban Search and Rescue (US&R) Response System
Deficiency over Reporting

Repeat Findings: No

Criteria:

In accordance with 2 CFR §200.303: The non-Federal entity must: (a) Establish and maintain
effective internal controls over the Federal award that provides reasonable assurance that the
non-Federal entity is managing the Federal award in compliance with Federal statutes,
regulations, and the terms and conditions of the Federal award. These internal controls should be
in compliance with the guidance in Standards for Internal Control in the Federal Government
issued by the Comptroller General of the United States and Internal Control - Integrated
Framework issued by the Committee of Sponsor Organizations of the Treadway Commission
(COSO).

In accordance with 2 CFR 200.302: Financial management. (a) Each State must expend and
account for the Federal award in accordance with state laws and procedures for expending and
accounting for the state’s own funds. In addition, the state’s and the other non-Federal entity’s
financial management systems, including records documenting compliance with Federal statutes,
regulations, and the terms and conditions of the Federal award, must be sufficient to permit the
preparation of reports required by general and program-specific terms and conditions; and the
tracing of funds to a level of expenditures adequate to establish that such funds have been used
according to the Federal statutes, regulations, and the terms and conditions of the Federal award.

Condition and Context:
We were unable to agree the expenditures reported in the Final SF-425 Federal Financial Report

to the amount recorded in the general ledger.

2021 Status:
Finding remains as stated.
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MONTGOMERY COUNTY, MARYLAND

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2021

Section V — Corrective Action Plans

Marc Elrich

Michael Coveyou

County Executive Director
DEPARTMENT OF FINANCE
March 31, 2022
CORRECTIVE ACTION PLAN
2 CFR §200.511(c)
For the Year Ended June 30, 2021
Finding Planned Corrective Plan Anticipated Responsible
Number Completion Contact Person
Date
2021-001 Montgomery County concurs with the March 30, Michael Lee,
finding. In selecting costs of 2022 General
government services to the extent of Accounting
revenue loss due the pandemic, the Manager

County included items that were
incurred prior to March 2, 2021, due to
the timing of vendor invoicing and the
retrospective nature the application.
The County has re-examined the
population of government services costs
and identified eligible items that could
take the place of three out of period
audit selections. Going forward, the
identification for uses of ARPA funds
will be determined prior to incurring
those expenses.

22



MONTGOMERY COUNTY, MARYLAND

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2021

2021-002

Montgomery County concurs with the
finding.

Based on the information included in
2 CFR § 200.331 through 2

CFR § 200.333, the Department of
Finance will produce a written
communication that outlines the
requirements and responsibilities related
to subrecipient monitoring. The
document will be incorporated into
existing County processes, where
appropriate, which may include the
Departments of Finance’s annual year-
end department training sessions and
distribution and review with targeted
departments.

June 30, 2022

Mauricio
Delgado,
Grants Supervisor
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