GOVERNMENT OF THE DISTRICT OF COLUMBIA
OFFICE OF THE CHIEF FINANCIAL OFFICER
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Natwar M. Gandhi
Chief Financial Officer
NOV -5 2004

The Honorable Anthony A. Williams
Mayor of the District of Columbia
1350 Pennsylvania Avenue, NW

6™ Floor

Washington, DC 20004

The Honorable Linda W. Cropp

Chairman

Council of the District of Columbia

1350 Pennsylvania Avenue, NW - Suite 504
Washington, DC 20004

Dear Mr. Mayor and Chairman Cropp:

I am pleased to certify revised revenue estimates for FY2004 and FY2005. The F Y2005 estimate is
$4,183.0 million for general purpose tax and non-tax local source revenue. The estimate is $70
million greater than the estimate certified in June.

In addition, under the FY2003 Budget Support Amendment Act of 2002 the new estimate triggers a
reduction in certain tax rates. Because the current (October) FY2005 estimate exceeds the estimate
in the FY2005 budget and financial plan by more than $105 million, the tax rate on gross receipts of
Public Utilities and Toll Telecommunications companies will be reduced from 11 percent to 10
percent on January 1, 2005. This will reduce the FY2005 revenue by $15.4 million and yield a net
estimate of $4,167.6 million.

Real property tax revenues are revised upward $27 million (3%). This revenue source remains
strong, following very strong real estate markets in the past 2 years. Paralleling this growth is an
additional $54 million (17%) in baseline revenue from the deed recordation and transfer taxes, as
transactions in real property continue to outstrip any historic precedent.

The individual income tax baseline estimate is $18 million (2%) lower than estimated in June. The
lower estimate reflects the impact of the weak 2004 stock market on FY 2005 declarations,
payments, and refunds—stock market returns impact individual income tax receipts with a one-year
lag. The June estimate was predicated on a strong stock market recovery in the second half of the
year, but the stock market performance continues to be lackluster.

The baseline estimate of revenue from toll telecommunication and insurance taxes is revised
upwards by $4 million, reflecting stronger than expected growth in collections through July.
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Certified revised revenue estimates for FY2004 and FY2005
November 5, 2004

Local Source, General Fund Revenue Esaomate Yy Y Iy Y Iy

($ mullion) 2004 2005 2000 2007 2008
Non-dedicated General Fund estimate with

enhancements & tax rate reductions, as of October
2004 4,000.5 | 4,183.0 | 4,436.5 | 4,667.8 | 4,883.2

Growth 6.1% 7.2% 6.1% 5.5% 4.3%

June 2004 non-dedicated General Fund baseline estimate 3,029.7 | 4,142.7 | 4,348.8 | 4,543.2 | 4,705.3
Revenue enhancements 69.6 119.7 169.9 210.5
Tax reductions (99.7) | (109.0) | (118.1) | (126.6)

June 2004 Estimate w/ enhancements and tax reductions 3929.7 | 4,112.6 | 4,359.5 | 4,595.0 | 4,789.2
Net Change over estimates of June 2004 70.8 70.4 77.0 72.8 94.0

Reductions in Gross Receipts tax rates triggered by
October 2004 Estimate (15.4) (20.9) (21.2) (21.2)
Total Non-Dedicated General Fund Revenue after
newly triggered reduction in Gross Receipts tax rates 4,000.5 | 4,167.6 | 4,415.6 | 4,646.6 | 4,862.0

If you have any questions regarding this matter, please contact me at (202) 727-0065, or Dr. Julia
Friedman at (202) 727-7658.

Sincerely,

Chief Finan®al Officer

DISTRIBUTION LIST

Councilmember Harold Brazil (At-Large)

Councilmember Carol Schwartz (At-Large)

Councilmember David Catania (At-Large)

Councilmember Phil Mendelson (At-Large)

Councilmember Jim Graham (Ward 1)

Councilmember Jack Evans (Ward 2)

Councilmember Kathleen Patterson (Ward 3)
Councilmember Adrian Fenty (Ward 4)

Councilmember Vincent Orange (Ward 5)

Councilmember Sharon Ambrose (Ward 6)

Councilmember Kevin Chavous (Ward 7)

Councilmember Sandra Allen (Ward 8)

Robert Bobb, Deputy Mayor and City Administrator

Alfreda Davis, Chief of Staff, Executive Office of the Mayor
Deborah K. Nichols, District of Columbia Auditor

Arte Blitzstein, Budget Director, Council of the District of Columbia



Estimated Key Variables for the D.C. Economy for the Forecast Period FY
1999 through FY 2008

Fiscal Years 1999 act| 2000 act|{2001 aa] 2002 act] 2003 act| 2004 est] 2005 est| 2006 est| 2007 est| 2008 est
Gross State Product
($ billion) 54.33 58.81 63.38 67.63 71.23 75.63 79.96 84.22 89.02
5.1% 8.2% 7.8% 6.7% 5.3% 6.2% 5.7% 5.3% 5.7%

Personal Income

($ billion) 21.02 2249 2525 2648 2706 2851 30.28 3189 33.71 35.55
3.6% 7.0%  12.3% 4.9% 5.4%

3.6%: 5% 3.9

24003 46425 47936 50,317 53,008 55432 58,230 61,061
33%  50%  54%  46% 5

Per Capita Income 36,915 ‘"39,31.7
2.9% 6.5% 121% 5.3%

Earnings of D.C.
Residents ($ billion) 14.42 15.63 18.20 19.08 19.46 20.61 21.94 23.15 24.48 25.82
16.4% 4.8% 2.0% 5.9% 6.5% 5.5% 5.7% 5.5%

Households ('000) 2473 2484 2483 2482
0.7% 0.6%

I—

At-Place Employment
('000) 620.7 6452 6544 661.8 665.0 669.2 676.3 683.1 689.9 696.9

0.6% 1.1%

Unemployment Rate .

2733 2752

’Ho'ué'ing
0.4% 0.7%

ex ]

interest raié on 10—yeaf
Treasury notes (%

Note: Estimated by the D.C. Office of Research and Analysis based on forecasts of the D.C. and national
economies prepared by Global Insight (Summer 2004) and Economy.com (May 2004); on forecasts of the national
economy prepared by the Congressional Budget Office (January 20034 and Blue Chip Economic Indicators (July
2004); on BLS labor market information from June 2004; on the 2000 Census and Census Bureau estimates of the

2003 D.C. population (December 2003); on Bureau of Economic Analysis estimates of D.C. Personal Income (June
2004); and on D.C. Office of Planning information on housing construction activity (August 2003).

ORA

November 4, 2004
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