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Introduction
Good afternoon, Chairman Mendelson and members of the Committee of the
Whole. I am Glen Lee, Chief Financial Officer of the District of Columbia. I am
pleased to appear before you today to discuss the FY 2025 Annual Comprehensive
Financial Report issued on January 30, 2026. I am joined by Kimberly Williams,
Deputy CFO for the Office of Financial Operations and Systems, who will assist

in answering any questions that you may have.

Let me begin by acknowledging that FY 2025 was, by any measure, a remarkable
year. During it, the District faced significant reduction in jobs by the District’s
largest employer (federal government), a federal Continuing Resolution that
reduced the District’s spending limits to FY 2024 levels midway through FY 2025,
the enactment of federal tax legislation that reduced District revenue, and a several
week delay in the District’s budget process. Despite these and other challenges,

the District ended FY2025 in a stronger financial position than in FY2024.

My presentation today will focus on the results of FY 2025. However, I will also
take this opportunity to highlight the significant, unprecedented challenges the
District may face in FY 2026 as a result of the enacted House Joint Resolution

142.



JR 142 invalidates the District’s Income and Franchise Tax Conformity and
Revision Temporary Amendment Act of 2025. This Act changes District law
related to the income taxes levied by the District. Because much of District income
tax law is tied to federal income tax law, the reductions in federal income taxes
imposed by the “One Big Beautiful Bill Act” (commonly referred to as “OB3A”)
would reduce District revenue as well. Among other changes, the District’s Tax
Amendment Act de-links parts of District income tax law from federal law, thereby
limiting the District’s revenue reductions stemming from enactment of OB3A.
Fortunately, as I described in my September 30 letter to you and the Mayor, the
September 2025 revenue forecast revisions more than offset the revenue impacts

of OB3A.

Since early last fall, the District’s tax administration agency, the Office of Tax and
Revenue (OTR), made changes to District tax forms, guidelines and systems to
conform with changes brought about by the District’s Tax Amendment Act for this
current tax filing season (ending this April 15). Enactment of JR 142 requires OTR
to change tax filing processes for the current filing season to reflect District law

prior to the Tax Amendment Act’s enactment.



To accomplish this, OTR would suspend the current filing season until such time
as it can make these necessary changes. Specifically, OTR would need to
reengineer its processes, reprogram its systems, redevelop its forms, and require
changes to software of tax processing vendors to conform to what will now be
current law. These changes during the tax filing season are unprecedented and
will impact each of the District’s approximately 350,000 individual tax filers and

60,000 corporate and unincorporated tax filers.

In addition, we are assessing the impact of JR 142 on the District’s cash flow.
Delaying tax filing shifts the timing of collections of income tax revenue by several
months, potentially into Fiscal Year 2027. While income tax collections are
delayed, the District’s expenses must continue at their normal pace, potentially
leading to a cashflow challenge exceeding $400 million. We will continue to
assess this and other impacts from the invalidation of the Tax Amendment Act.

We will keep you informed of our assessments as they progress.

Turning my focus back to FY 2025, I would like to express my sincere gratitude
to District financial staff, program managers, and other stakeholders who partnered
with us to ensure successful outcomes for the District. 1 also thank the City
Administrator and the Inspector General for working with my office to produce

this report. Using prudent financial management practices and sound decision-



making, we worked collaboratively to achieve a clean audit opinion while

successfully navigating the challenges faced in FY 2025.
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The District Ended FY 2025 in Strong Financial Position

ACFR Highlights

« District remains financially resilient and sustainable
« Clean Audit Opinion

* Yellow Book Finding: Material Weakness related to Housing
Production Trust Fund

» Retirement and Other Post-Employment Benefits (OPEB) Trusts
fully funded

» Federally and locally mandated reserves near full funding to
operate the government and respond to unplanned events

* Debt responsibly managed below 12 percent cap

» Ratings for General Obligation Bonds and Income Tax Bonds
remained strong

Office of the Chief Financial Officer ;

Government of the District of Columbia



Where the Money Came From —

Sources of the General Fund Revenue for FY 2025

(Dollars in Billions)

Non-Tax
Revenues -
Dedicated
$1.0
7%
Non-Tax Revenues -
General Purposes
$1.0
7%
Property Taxes
$3.0
23%
Fund Balance
Use $0.2
1% \

Transfers from
Other Funds
$0.2
2%

Gross Receipts
& Other Taxes
$0.9
7%

Sales and Use
Tax $2.1
16%

Income and Franchise Tax $4.8
37%

FY 2025 Actual GF Revenues = $13 Billion

Does not include Federal & Private, Housing Production Trust, General Capital Improvements, Lottery, Unemployment Compensation, and Non-major Governmental Funds

Source: Exhibit 2- Office of the Chief Financial Officer

Numbers may not add due to rounding

Government of the District of Columbia



Where the Money Went -

General Fund Expenditures for FY 2025

(Dollars in Billions)

Public Safety and
Financing and Justice $1.7
Other $1.4 13%
10%
Governmental
Direction and
Operations and Support $1.4
Infrastructure 11%
$1.5
11%

Human Support
Services $3.0
23%

Public Education
System $3.7
29%

Economic Development
and Regulation $0.4
3%

FY 2025 Actual GF Expenditures = $13 Billion

Does not include Federal & Private, Housing Production Trust, General Capital Inprovements, Lottery, Unemployment Compensation, and Non-major Governmental Funds

Source: Exhibit 2-d Office of the Chief Financial Officer

Numbers may not add due to rounding

Government of the District of Columbia
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FY 2025 Revenue Growth Driven by the Economy and Policy

Economy:

v" Income tax revenue increased by 13.3%, driven by Year-over-Year Revenue Growth
strong non-withholding and corporate tax
collections, supported by stock market gains and

investments in artificial intelligence. GROSS RECEIPTS TAXES 1
32.8%
v' Sales tax revenue grew 4.3%, driven by retail
sales growth within the general sales tax category, OTHER TAXES D 21.4%
supported by inflationary pressures.
v' Other tax (Deed, Econ Interest & Estate tax) TRANSFERS D 13.4%

revenue rose 21.4%, reflecting an increase in
property transfers and financing transactions in the

city. INCOME D 133%
v Real property tax revenue declined 0.8%, due to

lower commercial property values. SALES & EXCISE TAXES B 43%
Policy:

PROPERTYTAXES |

0.8%

v' Gross receipts tax revenue rose 32.8%, primarily
due to a new hospital fee applied to inpatient net
revenue and outpatient gross revenue implemented
as part of the FY2025 budget.

v' Transfers to local fund grew 13.4% mainly from

the transfer of surplus funds from the Universa
Paid Leave Fund. P Office of the Chief Financial Officer

*Revenue analysis is on a budgetary basis, i.e., includes local and dedicated. Government of the District of Columbia




FY 2025 Revenue Forecast Revisions

FY 2025 Local Fund Revenue ($millions) Budgeted Revisions
Estimate included in FY 2025 budget $10,680.2
June Estimate 243.7
September Estimate $13.7
December Estimate -
5267.3
Share of
Components Amount Total
Income (Business & Individual) $291.7 113.3%
Non-tax (103.2) -40.1%
Sales & Excise 34.5 13.4%
Other Taxes (Deeds & Estate) 214 8.3%
Real Property 2.7 1.1%
Gross Receipts (2.8) -1.1%
Total $257.3 100.0%

Office of the Chief Financial Officer

Note: Numbers may not add due to rounding

Government of the District of Columbia
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Details of FY 2025

Spending of Local Resources and Dedicated Taxes

(Dollars in Millions)

Underspending
Revised % of Revised
Cluster Title Budget Amount Budget

Local Source (Local Funds & Dedicated Taxes)

Governmental Direction and Support $ 1,3304 | $ 22.2 1.7%
Economic Development and Regulation 378.4 4.1 1.1%
Public Safety and Justice 1,511.6 25.7 1.7%
Public Education System 3,682.7 31.7 0.9%
Human Support Services 2,907.5 11.2 0.4%
Operations and Infrastructure 1,188.0 16.5 1.4%
Finance and Other Uses 1,312.4 0.9 0.1%
TOTAL LOCAL SOURCE $ 12,3111 $ 112.4 0.9%
O-Type

Special Purpose Revenue 857.8 3.2 0.4%
Total - General Fund Underspending $ 13,168.8 | $ 115.6 0.9%

Source: Exhibit A-S Office of the Chief Financial Officer 4

Numbers may not add due to rounding

Government of the District of Columbia
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Comparison of Ending General Fund Balances

(Dollars in Thousands)

Fund Balance FY 2025 FY 2024 Difference
Federally Mandated Reserves $641,672 $483,505 $158,167
Locally Mandated Reserves 1,594,938 1,088,609 $506,329
Debt Service Escrow 541,414 523,169 $18,245
Reserved for Future Budget 1,723,395 2,282,940 ($559,545)
Reserved for Other Purposes 323,848 544,739 ($220,891)

Reserved for Housing
Production Trust Fund

Reserved for Pay-Go Capital

Projects
TOTAL $4,825,267 $4,922,962 ($97,695)
Reflects balances as of September 30, 2025, not current balances. Ofﬂ ce Of t h (S C h |ef F | nan C|a I Ofﬂce r 10

Note 10 of ACFR

Government of the District of Columbia



FY 2025

Composition of General Fund Balance

Dollars in Thousands

Reserved for Other
o Federally Mandated Reserves,
Purposes, $323,848, 7% { $641,672 , 13%
Debt Service Escrow,
$541,414 ,11% T
Fiscal Stabilization Reserve,
$305,446 , 6%
Z
(1]
L
=
=
— =
=
c
>
(<3
=
@
Cash Flow Reserve,
$1,289,492 , 27%
Reserved for Future Budget,
$1,723,395, 36%

Total: $4.8 Billion

Office of the Chief Financial Officer 4,
Reflects balances as of September 30,2025, not current balances. L 5
Numbers may not add due to rounding Government of the District of Columbia




Federally and Locally Mandated Reserves

(Working Capital, Liquidity)

% of Amount Amount Needed
Reserves Expenditure/ ($ in Millions) Status for Full Funding
Budget ($ in Millions)

Emergency 2.00% $213.9 100% -
Contingency 4.00% 427.8 100% )
Fiscal 2.34% 305.4 100% :
Stabilization e ' °
Cash Flow 10.00% 1,289.5 98% $27.4
Total 18.34% $2,236.6 99% $27.4

Reflects balances as of September 30, 2025, not current balances. Office of the Chief Financial Officer

Numbers may not add due to rounding 12

Government of the District of Columbia



Pensions and Other Post-Employment Benefits

(Dollars in Billions)

Trust Fund FY 2025 FY 2024 Percentage | Net Pension | Percentage

Net Position | Net Position Variance (Asset) Funded

Police, $13.5 $12.3 9.8% ($1.4) 104.7%

Firefighter,

and Teachers

Pensions

Other Post- $2.5 $2.3 10.8% ($.17) 107.2%

Employment

Benefits

Office of the Chief Financial Officer

Government of the District of Columbia
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Summary FY 2025 ACFR

District Financial Position Remains Strong

District received Clean/Unmodified Audit Opinion

* Yellow Book Finding: Material Weakness related to Housing
Production Trust Fund

* Retirement and OPEB Trusts fully funded
* Federally and locally mandated reserves near full funding.
« Debt responsibly managed below 12 percent cap

« Ratings for General Obligation Bonds and Income Tax Bonds
remained strong

Office of the Chief Financial Officer

14
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QUESTIONS?

Office of the Chief Financial Officer
L. . 15
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