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The Government Finance Officers Association of the United States and Canada (GFOA) presented a Distinguished
Budget Presentation Award to District of Columbia Government, District of Columbia, for its annual budget for the
fiscal year beginning October 1, 2012. In order to receive this award, a governmental unit must publish a budget
document that meets program criteria as a policy document, as an operations guide, as a financial plan, and as a
communications device. This award is the thirteenth in the history of the District of Columbia.

The Office of Budget and Planning (OBP) will submit the FY 2015 Budget and Financial Plan for
consideration by GFOA. OBP believes this budget continues to conform to the GFOA’s requirements.
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VINCENT C. GrAY
Mayor

April 3, 2014

The Honorable Phil Mendelson
Council of the District of Columbia
1350 Pennsylvania Avenue, NW
Washington, DC 20004

Dear Chairman Mendelson:

On behalf of the residents of the District of Columbia, | submit to you the District of Columbia Fiscal Year
2015 Budget and Financial Plan, entitled “Keeping the Promises.”

This proposal is the District of Columbia’s nineteenth consecutive balanced budget. As you know, the
District’'s economy is experiencing a continuing economic recovery, with more than 34,000 private
sector jobs created over the past three years and an unemployment rate that has decreased by three-
and-a-half-points -- the lowest unemployment rate we’ve seen in more than five years. These results
have been achieved while still maintaining fiscal responsibility. During the last three years we have
insisted on structurally balanced budgets, in which we spent only what we brought in, even when it
meant making tough political choices. As a result, we’ve posted three straight years of budget surpluses
and have rebuilt the District’s Fund Balance to the highest level in its history — $1.75 billion.

To support our growing population and continue building a more prosperous, equitable, safe,
sustainable city for all, my proposed budget continues to provide investment to build on our economic
successes while at the same time harnessing our increasing prosperity to build a stronger, more
inclusive city for everyone. The document also includes hard choices that were required to build a
fiscally sound budget and financial plan. Our intention was to strike a balance to maintain government
services while meeting our economic goals. In this spirit, we are proposing enhancements that include:

e 5100 million in new funding for affordable housing initiatives between Fiscal Years 2014 and
2015;

e 5116 million in additional funding for public education to tackle the unacceptable achievement
gap that persists despite the fact that District students are improving faster than those from any
other state in the nation;



e 5300 million for a new East End Medical Center hospital;
¢ 5409 million for public schools modernization in Fiscal Year 2015; and
¢ $475 million for streetcars.

This budget proposal is balanced, structurally sound, and was formulated in a spirit of fiscal discipline. |
look forward to the Council’s review of this proposal, and to working together to finalize and execute

our budget for Fiscal Year 2015.

Sincgrely,

lucwd C A 71«?
incent C. Gray
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Chief Financial Officer

April 3,2014

The Honorable Vincent C. Gray

Mayor of the District of Columbia

The John A. Wilson Building

1350 Pennsylvania Avenue, N.W., 6th Floor
Washington, DC 20004

Dear Mayor Gray:

I am pleased to transmit the Fiscal Year 2015 Proposed Budget and Financial Plan. The Fiscal
Year 2015 Proposed Budget includes $6.8 billion from Local funds and $12.6 billion in Gross
funds (excluding Intra-District funds).

The Office of the Chief Financial Officer (OCFO) worked closely with your executive leadership
team, your Office of Budget and Finance staff, and agency program staff to resolve numerous
issues to produce a balanced budget and five-year financial plan. The FY 2015 policy budget
reflects your administration’s funding priorities and determinations.

After careful review, I certify that the FY 2015 — FY 2018 Budget and Financial Plan, as
proposed, are balanced.

REVENUE OUTLOOK

The revenue outlook is predicated on a steadily improving national economy, and assumes that
the District’s economy will continue to grow, adding both jobs and people over the period of the
financial plan.

Some significant measures to reduce federal spending are, however, expected to be in effect
during the period of the financial plan, with the severity of their impact diminishing over time.
Over the past year, overall employment located in the District has slowed, and commercial office
vacancies have risen slightly while rents have weakened. The slowdown in employment growth
is due exclusively to cutbacks in the federal government. Private employment prospects are
expected to continue to improve in FY 2015 and beyond.

Population growth has been a major factor in increasing the District’s income and sales tax
bases, and is also a major driving force behind rising home values. In the last five years (2008 to
2013), the District’s population has grown by 62,213 (11.4%), an increase that has averaged

John A. Wilson Building * 1350 Pennsylvania Avenue, NW * Suite 203 * Washington, DC 20004
Phone: (202) 727-2476 * Fax: (202) 727-1643 * www.cfo.dc.gov
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more than 1,000 net new residents per month over this time. Natural increase (births minus
deaths) now accounts for about one third of the population gain.

The FY 2014 baseline estimate of $6.33 billion in total Local Fund revenue, excluding Dedicated
Taxes and Special Purpose Revenue, is $131.0 million (2.1%) greater than FY 2013 revenue.
The $6.69 billion estimate for FY 2015 is an increase of $356.6 million (5.6%) over FY 2014
and reflects a strong rebound in property values that has occurred recently. Including Dedicated
General Fund Tax Revenue, Special Purpose Revenue and policy initiatives, total FY 2014
General Fund revenue in the financial plan is $7.13 billion. Total General Fund revenue in FY
2015 is $7.49 billion, $360 million more than FY 2014,

Various policy initiatives decrease General Fund revenue (Local funds and Special Purpose
Revenue) FY 2015 by $23.1 million. Of this amount, $22.6 million are Local Fund revenues.
Some of the major policy proposals for FY 2015 are listed below:

* Reforms of the personal income tax, aimed at providing tax relief to middle-income
households, will result in a decline in revenues of $25 million.

e Alignment of the tax on tobacco products with cigarette taxes adds $7.0 million to FY
2015 revenue.

¢ Reduction in the business franchise tax rate to 9.4 percent reduces revenue by $20 million
in FY 2015.

» Single weighted factor for business franchise tax and unincorporated business tax based
on sales tax adds $20 million in FY 2015,

» Senior Citizen Real Property Tax Abatement reduces property taxes by $8.5 million.

¢ Office of Tax and Revenue (OTR) tax compliance programs add $6.1 million to FY 2015
revenue.

EXPENDITURES

Local Funds

The FY 2015 Proposed Budget includes $6,794.1 million in spending supported by $6,794.6
million of resources, with an operating margin of $0.5 million as shown in Table 1.






