Sample Management Discussion and Analysis (MD&A)
Note: This template is provided as a background for the MD&A. Districts have been preparing the MD&A for a number of years now, so for the most part you should start with your MD&A from LAST YEAR and update it. Therefore this document’s primary use is to remind you of what the MD&A is for and what points it should include. 

The purpose of the Management’s discussion and analysis (MD&A) is to introduce the basic financial statements and provide an analytical overview of the government’s financial activities.  The government entity may include as much detail as wanted as long as it pertains to these eight topics.  

1.
Brief discussion of the basic financial statements, including the relationships of the statements to each other, and the significant differences in the information they provide.

2.
Comparisons of the current year to the prior year condensed financial information based on the government-wide information with emphasis on the current year.

3.
Analysis of the government’s overall financial position and results of operations to assist users in assessing whether the financial position has improved or deteriorated as a result of the year’s activities.

4.
Analysis of balances and transactions of individual funds.  This should include reasons for significant changes in fund balances or fund net position and other restrictions, commitments, or other limitations that significantly affect the availability of fund resources for future use.

5.
Analysis of significant variations between original and final budget amounts and between final budget amounts and actual budget amounts results for the general fund.  Also include any currently known reasons for those variations that are expected to have a significant effect on future services or liquidity.

6.
Describe capital asset and long-term debt activity during the year including a discussion of commitments made for capital expenditures, changes in credit ratings, and debt limitations that may affect the financing of planned facilities or services.

Do Not Expect SWCD’s will have Infrastructure, so 7 should not be applicable.
8.
Conclude with a description of currently know facts, decisions, or conditions that are expected to have a significant effect on financial position or results of operations.

MANAGEMENT’S DISCUSSION AND ANALYSIS 

Illustration purposes only
Through out this document [italics] will be used to represent information that needs to be inserted.  Bolded language in parentheses is used to draw attention to options.  Please do not feel that this is how the information must be presented.  GASB 34 encourages financial statement preparers to not use boiler plate language for MD&A information.  This is being presented as a place to start and may be changed to whatever is felt best represents the information that must be presented.  Please read this carefully to ensure that all the language is applicable to your entity and to include other information that is felt to be important for fair presentation of the financial statements.
Standard find and replace codes are used throughout as follows:

[entity]



= Name of entity being presented

[type of entity]
= Type of entity such as, County, SWCD, City, etc.

[governing body]
= governing board, such as Board of Supervisors, County Commissioners or City Council

[current year]


= current year that is being reported

[year end]


= current fiscal year end that is being reported

[prior year end date]
= prior fiscal year end that current year is compared to

[prior year]


= year prior to what is being reported

MANAGEMENT’S DISCUSSION AND ANALYSIS
The [entity]’s discussion and analysis provides an overview of the [type of entity]’s financial activities for the fiscal year ended December 31, 2015.  Since this information is designed to focus on the current years  activities, resulting changes, and currently known facts, it should be read in conjunction with the Transmittal Letter (beginning on page      ) and the [type of entity]’s financial statements (beginning on page     ).

FINANCIAL HIGHLIGHTS (not required, see page 183 of GASB # 34)
 
This section is not required

 
However it may help to direct the reader’s attention to important information

 
You may include such things as:

 
Change in net assets for the year.  Could include the changes for both the governmental and business type activities.

 
Comparison of tax revenue and other revenue to prior year and could also compare to expenditures for governmental activities.

 
Comparison of business type total revenues to expenses and compared to prior year.

 
Brief explanation of change in the entity’s programs (including whether there were new programs or not) and percentage change.

 
Explanation of any deficits in the current year.

 
Other highlights seen as significant that the entity wants to point out to readers.

USING THIS ANNUAL REPORT 
This annual report consists of two parts: management’s discussion and analysis (this section) and the basic financial statements. The basic financial statements include a series of financial statements.  The Statement of Net Assets and the Statement of Activities (on pages       and        ) provide information about the activities of the [type of entity] as a whole and present a longer-term view of the [type of entity]’s finances.  Fund financial statements start on page     .  For governmental activities, these statements tell how these services were financed in the short term as well as what remains for future spending.  Fund financial statements also report the [type of entity]’s operations in more detail than the government-wide statements by providing information about the [type of entity]’s most significant funds.  Since [type of entity]’s are single-purpose special purpose governments they are generally able to combine the government-wide and fund financial statements into single presentations.  [entity] has elected to present in this format.

The Statement of Net Position and the Statement of Activities
Our analysis of the [type of entity] as a whole begins on page     .  One of the most important questions asked about the [type of entity]’s finances is, “Is the [type of entity] as a whole better or worse off as a result of the year’s activities?”   The Statement of Net Position and the Statement of Activities report information about the [type of entity] as a whole and about its activities in a way that helps answer this question.  These statements include all assets and liabilities using accrual basis of accounting, which is similar to the accounting used by the most private-sector companies.  All of the current year’s revenues and expenses are taken into account regardless of when cash is received or paid.

These two statements report the [type of entity]’s net position and changes in them.  You can think of the [type of entity]’s net position — the difference between assets and liabilities—as one way to measure the [type of entity]’s financial health, or financial position.  Over time, increases or decreases in the [type of entity]’s net position are one indicator of whether its financial health is improving or deteriorating.  You will need to consider other nonfinancial factors, however, such as changes in the [type of entity]’s property tax base and the condition of [type of entity] roads, to assess the overall health of the [type of entity].

In the Statement of Net Position and the Statement of Activities, the [type of entity] presents Governmental activities.  All of the [type of entity]’s basic services are reported here.  Appropriations from the county and state finance most activities.

Reporting the [type of entity]’s General Fund 

Fund Financial Statements
Our analysis of the [type of entity]’s general fund begins on page     .  The fund financial statements begin on page      and provide detailed information about the general fund—not the [type of entity] as a whole.   The [type of entity] presents only a general fund, which is a governmental fund.  All of the [type of entity]’s basic services are reported in the general fund, which focuses on how money flows into and out of those funds and the balances left at year-end that are available for spending.  The fund is reported using an accounting method called modified accrual accounting.  This method measures cash and all other financial assets that can be readily converted to cash.  The general fund statements provide a detailed short-term view of the [type of entity]’s general government operations and the basic services it provides.  Governmental fund information helps you determine whether there are more or fewer financial resources that can be spent in the near future to finance the [type of entity]’s programs.  We describe the relationship (or differences) between governmental activities (reported in the Statement of Net Position and the Statement of Activities) and governmental funds in a reconciliation included with the financial statements.

The [type of entity] as Trustee  [Needed only if SWCD maintains agency fund.]
Reporting the [type of entity]’s Fiduciary Responsibilities 

The [type of entity] is the trustee, or fiduciary, over assets which can only be used for the trust beneficiaries based on the trust arrangement.  All of the [type of entity]’s fiduciary activities are reported in separate Statements of Fiduciary Net Position and Changes in Fiduciary Net Position on pages      and      .  We exclude these activities from the [type of entity]’s other financial statements because the [type of entity] cannot use these assets to finance its operations.  The [type of entity] is responsible for ensuring that the assets reported in these funds are used for their intended purposes.

THE [type of entity] AS A WHOLE
In the following paragraph and table, adjust if there are no business-type activities.
The [type of entity]’s combined net assets were (virtually unchanged, much higher, much lower,) (increasing, decreasing) from $_____ to $_____.  In contrast, last year net assets (increased, decreased) by _____.  (Adjust the following two sentences if there are no business-type activities.)  Looking at the net assets and net expenses of governmental and business-type activities separately, however, two very different stories emerge.  Our analysis below focuses on the net assets (Table 1) and changes in net assets (Table 2) of the [type of entity]’s governmental and business-type activities.

Change table as needed, including putting the table in thousands or actual numbers if desired.
.

Table 1

Net Assets

Governmental       

   Activities           

2015     2014   

	Current and other assets
	
	

	Capital assets
	
	

	  Total assets
	
	

	Long-term liabilities
	
	

	Current liabilities
	
	

	  Total liabilities
	
	

	Net assets
	
	

	  Invested in capital assets,
	
	

	   net of debt
	
	

	  Restricted
	
	

	  Unrestricted
	
	

	Total net assets
	
	


Net assets of the [type of entity] governmental activities (increased, decreased) by ____ percent ($______ compared to $_____).  Unrestricted net assets—the part of net assets that can be used to finance day-to-day operations without constraints established by debt covenants, enabling legislation, or other legal requirements—changed from a $_____ (deficit, surplus) at [prior year end date] to a $_____ at the end of this year.

(If there is a deficit, include the following description.  You could include a similar description if there is a surplus.)  This deficit in unrestricted governmental net assets arose primarily because of the following factors.  (Include description as to why there may be deficits, such as, past annual budgets did not fully finance liabilities arising form certain claims; other liabilities were not financed and why, insurance was not purchased to cover certain claims; certain revenues have fallen short and why; other reasons.)
Change table as needed, including putting the table in thousands or actual numbers if desired.
TABLE 2

Changes in Net Assets



       Governmental         

        


             Activities          

	
	2015
	2014

	Revenues
	
	

	Program revenues:
	
	

	  Charges for services
	
	

	  Federal grants
	
	

	  State grants and entitlements
	
	

	General revenues
	
	

	  Property taxes
	
	

	  Other taxes
	
	

	  Federal entitlements
	
	

	  Other general revenues
	
	

	     Total revenues
	
	

	Program expenses
	
	

	  General government
	
	

	  Conservation
	
	

	     Total expenses
	
	

	       Excess (deficiency) before
	
	

	        special items and transfers
	
	

	  Special items
	
	

	  Transfers
	
	

	 Increase (decrease) in net assets
	
	

	
	
	


The [type of entity]’s total revenues (excluding special items) increased by _____ percent ($____).  The total cost of all programs and services (was virtually unchanged, increased or decreased significantly,) (increased or decreased by $______, or more or less than ____ percent) with (no new or the number of new) programs added this year.  Even with this (low or high) growth in expenses and the sale of (list any special items sold), the [type of entity] (covered or still was unable to cover) this year’s costs.  (Delete the next sentence if there is no accumulated deficits.)  The factors that led to the accumulated deficit also were the primary reasons for this year’s shortfall.  Our analysis below separately considers the operations of governmental (include “and business-type” if applicable) activities.

Governmental Activities
Revenues excluding the sale of (list special items sold) for the [type of entity] governmental activities increased by ____ percent ($_____), while total expenses increased just (over or under) ___ percent ($_____).  With the (loss, gain) on the sale of the (list special item sold), the (increase, decrease) in net assets for governmental activities was (widened, narrowed) to $_____ in [current year].  This compares to a $_____ (increase, decrease) in net assets in [prior year].  

(Do not include this paragraph if there is no deficit.)  The [type of entity] management took (number of) major actions this year to avoid the level of deficit reported last year.  (Number) of these actions increased revenues and (number) reduced expenses:

(Do not include any explanations below if there is no deficit.)
 
(Describe the action taken.)
 
(Describe the action taken.)
 
(Describe the action taken.)
(Describe any problems with shortfalls in the actions taken above affecting the revenues with percentages and dollar amounts if effective.)
The cost of all governmental activities this year was $_____ compared to $____ last year.  However, as shown in the Statement of Activities on pages ____-____, the amount that our taxpayers ultimately financed for these activities through [type of entity] taxes was only $____ because some of the cost was paid by those who directly benefitted from the programs ($_____) or by other governments and organizations that subsidized certain programs with grants and contributions ($_____).  Overall, the [type of entity]’s governmental program revenues, including intergovernmental aid and fees for services, (increased, decreased) in [current year] from $_____ to $_____, principally based on (increases, decreases) in (intergovernmental aid or fees charged for services).  The [type of entity] paid for the remaining “public benefit” portion of governmental activities with $_____ in taxes (some of which could only be used for certain programs) and with other revenues, such as interest and general entitlements (change as needed).  

Table 3 presents the cost of each of the [type of entity]’s five largest programs—(list the five largest programs or activities)—as well as each program’s net cost (total cost less revenues generated by the activities).  The net cost shows the financial burden that was placed on the [type of entity]’s taxpayers by each of these functions.

(Change the following table to present the information so it fits your entity including whether it is stated in millions, thousands, etc.)
Table 3

Governmental Activities








      Total Cost


        Net Cost








      of Services       

       of Services      





2015

2014


2015

2014
Conservation

          $ 00.0
          $ 00.0


$00.0

$00.0


All others


 00.0

 00.0


  00.0

  00.0
Totals


         $000.0
         $000.0

           $00.0
            $00.0
THE [type of entity]’s FUNDS
As the [type of entity] completed the year, its general fund (as presented in the balance sheet on pages ____-____) reported a combined fund balance of $_____, which is (slightly above or below) last year’s total of $_____.  Included in this year’s total change in fund balance, however, is a (deficit or surplus) of $_____ in the [type of entity]’s General Fund.  The primary reasons for the General Fund’s (surplus or deficit) mirror the governmental activities analysis highlighted on pages ____ and ____.  

General Fund Budgetary Highlights
(Delete or change the language about revised budgets if not appropriate.)  Over the course of the year, the [governing body] revised the [type of entity]’s budget several times.  These budget amendments fall into (the number of types of amendments, ie three, four, etc.) categories.  (Describe the major changes that were made to the budget and why.)
Even with these adjustments, the actual charges to appropriations (expenditures) were $____ (above or below) the final budget amounts.  The most significant positive variance ($____) occurred in the [type of entity]’s (name the account), where the (brief description of action taken, such as, staff restructuring and hiring freeze) resulted in a _____ percent (increase or reduction) of the (brief description of what was effected, such as general administration workforce).  

On the other hand, resources available for appropriation were $_____ (above or below) the final budgeted amount.  As we noted earlier, (change to appropriate type of collections) property and franchise tax collections were (more or less) than expected.  (Increase or Reductions) in (change to appropriate revenue type) State funding also affected grant resources available for appropriation.  These (windfalls or shortfalls) were partially offset by an increase in public service taxes.  This increase resulted from a ____ percent (increase or decrease) in (change to appropriate revenue type) utility and cable television taxes, which was approved by the [governing body] in the _____ quarter.

CAPITAL ASSET AND LONG TERM LIABILITIES
Capital Assets

At the end of [current year], the [type of entity] had $_____ invested in a broad range of capital assets, including (brief descriptions of capital assets held, such as, police and fire equipment, buildings, roads, etc).  (See Table 4 below.)  This amount represents a net (increase or decrease) (including additions and deductions) of just under $_____, or ____ percent, over last year.

(Change the following table to meet your needs including whether the numbers are stated in millions, thousands, etc.)

Table 4

Capital Assets at Year-end

(Net of Depreciation, in Thousands)








Governmental 








    Activities   
 




2015
  2014

Land



          $ 00.0
 $ 00.0


Buildings and improvements
             00.0
    00.0


Equipment



  00.0
    00.0

Totals 





          $000.0
$000.0

This year’s major additions included (in millions, thousands, etc):

(Include a short description of the major additions to capital assets along with the dollar amounts for each addition along with a total.)

The [type of entity]’s fiscal-year [next year] capital budget calls for it to spend another $_____ for capital projects, principally for the (initiation or completion) of its (identify the major project or two).  The [type of entity] has (plans or no plans) to issue additional debt to finance these projects.  Rather, we will use bond proceeds from (list sources) issued this year and resources on hand in the [type of entity]’s [name of fund].  More detailed information about the [type of entity]’s capital assets is presented in Note (reference # of note) to the financial statements.
Long-Term Liabilities

(Delete the next sentence if not self-insured or modify as needed.)  As noted earlier, the [type of entity] did not previously purchase commercial insurance for property and casualty claims and has claims and judgments of $_____ outstanding at year-end compared with $____ last year.  Other obligations include accrued vacation pay and sick leave.  More detailed information about the [type of entity]’s long-term liabilities is presented in Note (reference # of note) to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The [type of entity]’s elected and appointed officials considered many factors when setting the fiscal-year [next year after year being reported] budget, tax rates, (take this portion out if there are no business-type activities) and fees that will be charged for the for the business-type activities.  (Include a description of some economic factors taken into account such as agricultural or non-agricultural job growth, population growth, unemployment figures, inflation, other indicators, and these can be compared to other measurements of same information on a larger basis.)  (Give a description or list any changes in rate increases, fees, etc. for the new year.)
CONTACTING THE [type of entity]’S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors with a general overview of the [type of entity]’s finances and to show the [type of entity]’s accountability for the money it receives.  If you have questions about this report or need additional financial information, contact the [type of entity]’s (list the office to contact along with address and phone number if desired.)
7.	Discussion by governments that use the modified approach to report some or all of their infrastructure assets including:





 	Significant changes in the assessed condition of eligible infrastructure assets.


 	How the current assessed condition compares with the condition level the government has established.


 	Any significant differences from the estimated annual amount to maintain/preserve eligible infrastructure assets compared with the actual amounts spent during the current period.














PAGE  
10

