








Management’s Discussion and Analysis Financial Section

Financial Analysis of the Government as a Whole

The District’s combined net position (governmental and
business-type activities) increased by $105,693 or 2.8%,
from $3,727,970 in fiscal year 2013 to $3,833,663 in
fiscal year 2014. Revenues remained relatively flat over
the one-year period, decreasing by $18,192, from
$11,275,974 in fiscal year 2013 to $11,257,782 in fiscal
year 2014. Program revenues decreased by $80,421, or
1.8% due to declines in revenues associated with certain
traffic enforcement initiatives and grants for various
transportation projects while general revenues increased
by $62,229, or 0.9% due to increases in property taxes.
Expenses increased by $189,173, or 1.7%. The most
significant increase in expenses was in human support
services, which grew by $250,008 due to costs incurred as
the District continued to implement the Patient Protection
and Affordable Care Act. Costs associated with changes
in Medicaid policy also contributed to increased human
support services expenditures.

Restricted net position represents assets that are subject to
use constraints imposed either: (a) externally by creditors
(such as through debt covenants), grantors, contributors,
laws or regulations of other governments; or (b) by law,
through constitutional provisions or enabling legislation.
Restricted net position totaled $1,456,009 in fiscal year
2014 and $1,506,634 in fiscal year 2013, representing a
decrease of $50,625, or 3.4%.

Total net position of governmental activities was
$3,568,736 in fiscal year 2014, which was $87,056 or
2.5% more than total net position of governmental
activities in fiscal year 2013, indicating revenues
remained above expenses although by a smaller margin
than in the prior year. Governmental activities expenses
increased by $297,198 from the prior year, resulting from

increases associated with changes in Medicaid policy and
implementation of provisions of the Affordable Care Act.
Governmental activities revenues increased by $96,817 as
a result of increased property, sales and use, and deed
recordation taxes.

Total net position increased mainly as a result of increases
in revenues from property taxes, deed and estate taxes,
and sales and use taxes combined with effective
management of expenses below budgeted levels. Even
though unrestricted net position improved, it continued to
be negative in fiscal year 2014 because the District has
certain long-term liabilities which are funded on a pay-as-
you-go basis. Therefore, resources or assets were not
accumulated in advance but were appropriated as these
liabilities became due. More specifically, capital fund
balances were drawn, together with short term advances
from general fund, which are later reimbursed with bond
proceeds to optimize the timing for the issuance of long-
term bonds used to finance capital projects. Negative
unrestricted net position improved by $175,319 to
$452,815 in fiscal year 2014 compared to $628,134 in
fiscal year 2013.

The Lottery and Charitable Games Control Board (the
Lottery), a proprietary fund of the primary government,
transfers substantially all of its net income to the District
at the end of each fiscal year. In fiscal years 2014 and
2013, the Lottery transferred $54,966 and $68,314 to the
District’s General Fund, respectively.

Chart MDA-I graphically depicts the District’s sources
of revenues in its governmental activities as presented in
Table MDA-2, Change in Net Positionfor the year ended
September 30, 2014, found on page 28.

Chart MDA-1 — Revenues by Source — Governmental Activities
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Chart MDA-2 displays both expenses and program
revenues of selected governmental activities for the fiscal
year. The governmental activities are: governmental
direction and support, economic development and
regulation, public safety and justice, public education,
human support services, public works, and public
transportation.

Chart MDA-2 — Governmental Activities Expenses
and Program Revenues

Net position of the business type activities increased by
$18,637, or 7.6%, between fiscal year 2013 and 2014.
Net position increased principally because of a reduction
in benefit payments in the unemployment compensation
fund resulting from a decline in unemployment.

Reporting on the District’s Most Significant Funds

Fund financial statements focus on major funds, instead
of fund types. A governmental fund is classified as a
major fund if the fund has revenues, expenditures?
expenses, assets plus deferred outflows of resources, or
liabilities (excluding extraordinary items) plus deferred
inflows of resources that are at least 10% of the

corresponding totals for all governmental funds and at
least 5% of the aggregate amount for all governmental
and proprietary funds for the same item. Major funds, as
required by generally accepted accounting principles
(GAAP), are presented individually with nonmajor
governmental funds combined in a single column.
Detailed information for individual nonmajor
governmental funds can be found in Other Supplementary
Information, Exhibits B-I and B-2, presented on pages
144 and 145 of this report.

Governmental Funds

The District’s governmental funds provide information
that is useful when assessing the District’s financing
needs, such as data pertaining to near-term inflows,
outflows, and balances of spendable resources. For
instance, the amount of unassigned fund balance may
serve as a useful measure of the government’s net
resources that are available for appropriation/spending as
of the end of the fiscal year.

Most basic services are reported in the governmental
funds, which are further classified as General, Federal and
Private Resources, Housing Production Trust, General
Capital Improvements, and Nonmajor Governmental
Funds. Please refer to Exhibits 2-a and 2-b presented on
pages 44 and 45 for more detailed information about these
funds.

Fund Balances: The governmental funds reported a
combined fund balance of $2,408,751 in fiscal year 2014
and $2,466,592 in fiscal year 2013, which represents a
decrease of $57,841, or 2.3%, from the prior year. The
components of the combined fund balance of the
governmental funds are presented in Table MDA-3.

Table MDA-3 — Comparison of FY 2014 and FY 2013 Fund Balance
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FY2014 FY2013 Dollar Percentage
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General $ 1,873.659 $ 1,748,928 $ 124,731 7.1%
Federal and private resources 164,485 170,162 (5,677) -3.3%
Housing pmduction trust 173,863 139,731 34,132 24.4%
General capital improvements (114,248) 102,434 (216,682) -211.5%
Nonmajor governmental funds 310,992 305,337 5,655 1.9%

Total FundBalance $ 2,408,751 $ 2,466,592 $ (57,841) -2.3%
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Chart MDA-3 — Operating Revenues and Expenses — Business-type Activities

Fiduciary Funds

The Trust and Agency Funds are used to account for
assets held by the District as trustee for individuals,
private organizations, or other governments. The District
is the trustee orflduciary for its employees’ pension plans
and other postemployment benefits (OPEB). All
fiduciary activities are reported in Exhibit 4-a, Statement
of Fiduciai’y Net Position and Exhibit 4-b, Statement of

Changes in Fiduciary Net Position on pages 51 and 52
respectively. Exhibits C-I, C-2, and C-3, presented on
pages 148, 149, and 150 respectively, provide additional
information. These activities are excluded from the
District’s governmental and business-type activities
because resources of fiduciary finds are restricted and are
not available to support the District’s operations. The
changes in the net position of the Pension Trust Funds and
OPEB Trust Fund are presented in Table MDA-7.

$250,000

$216,040

$200,000

$161,144 $160,403
$151,526

$150,000

Operating Revenues

Operating Expenses

$100,000

$50,000

Lottery aixi games Unemployment compensabon

Chart MDA-4 — Revenues by Source — Business-type Activities

Federal conthbut~n
5%

Interest and hwestneat
revenue

2%

nenefle contrt,ations &npIo~er taxes
2% 36%

Charges for set•vKeS
55%

34 * * * District ofColumbia FY2014 CAFR











Management’s Discussion and Analysis Financial Section

Chart MDA-5 — Budgetary Comparison — FY 2014 Tax Revenues
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Actual General Fund expenditures and other uses were
$249,676 less than the revised budget. As presented in
Table MDA-10, this variance was primarily due to
underspending in the areas of Economic Development
and Regulation and Human Support Services.

Chart MDA-6 — General Fund Expenditures (by Function)

More than 64.3% of the General Fund’s expenditures
were in the areas of Public Education, Human Support
Services, and Public Safety and Justice combined. Chart
MDA-6 graphically presents differences between the
General Fund’s original budget, revised budget, and
actual expenditures (by functional category) for fiscal
year 2014.
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For more detailed information, refer to the
presented on pages 139 through 141.

budgetary schedules for the General Fund, Exhibits A-4 to A-6 which are
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