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Jeffrey S. DeWitt
Chief Financial Officer

ocT - 5 2016

The Honorable Muriel Bowser

Mayor of the District of Columbia

1350 Pennsylvania Avenue, NW, 3rd Floor
Washington, DC 20004

Dear Mayor Bowser:

I am transmitting the FY 2018 Current Services Funding Level (CSFL) budget -- as is done each
year -- to reflect the current estimate of any budget gap or surplus anticipated for FY 2018. This
CSFL covers the period from October 1, 2017 through September 30, 2018. This best practice
process provides estimates of anticipated expenditures well in advance of the budget process to
allow proactive steps to be taken to address potential issues. The CSFL is a representation of the
Local funds cost of operating District agencies in FY 2018 at the FY 2017 service levels,
without consideration of any new policy decisions.

The FY 2018 CSFL is $7.279 billion, which reflects a surplus of $125.9 million compared to the
FY 2018 Local funds revenue estimate published in September 2016. The variance between the
FY 2018 CSFL and the FY 2017 recurring Local budget is $110.5 million. The District’s revenues
remain strong due to the strength of both the national and local economies, which are a major
contributing factor to the surplus. One-time costs in the FY 2017 budget totaling $126.0 million
were removed before calculating the FY 2018 CSFL, as is our usual practice. The primary factors
that contribute to the $110.5 variance between the FY 2018 CSFL and the FY 2017 recurring budget
are (1) the $53.1 million increase to Repayment of Loans and Interest due to increased borrowing,
(2) the $29.6 million combined increase to DC Public Schools and Public Charter Schools due to a
2.0 percent increase for the Student Funding Formula inflationary cost, and (3) the $20.0 million
increase to Settlements and Judgments to address unjust imprisonment case settlements.
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Please note that FY 2018 revised actuarial costs, such as the District’s pension and retiree health
contributions, were not available during the development of the CSFL. I expect that these costs will
be known towards the end of the 2016 calendar year and could show an increase over the projected
FY 2018 costs. Lastly, the CSFL does not include any increases to labor agreements beyond
September 30, 2017.

My staff and I look forward to working with your budget staff during the development of your
FY 2018 policy budget. Please do not hesitate to contact me if you have any questions or
concerns.

Sincerely,
J
ce: Members of the Council of the District of Columbia

Rashad M. Young, City Administrator
Matthew Brown, Director, Office of Budget and Finance, Office of the City Administrator
Jennifer Budoff, Budget Director, Council of the District of Columbia

Angell Jacobs, Deputy Chief Financial Officer and Chief of Staff, Office of the Chief
Financial Officer

Gordon McDonald, Deputy Chief Financial Officer, Office of Budget and Planning
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Attachment B

4 & % Government of the District of Columbia
@ General Assumptions - FY 2018 Current Services Funding Level (CSFL)
**Local Funds Only and Excluding Enterprise Funds**

General Assumptions

The following are the calculations for the general assumptions that were applied to nearly all District agencies in
the FY 2018 CSFL:

1. Fringe Benefit Rate Adjustments (By Agency) — The FY 2018 fringe benefit rate increase was
calculated based on: 1) a three-year average of fringe benefit data; 2) the percentage of health and other
benefits to total fringe benefits; and 3) a projection of growth in benefits.

2.  Consumer Price Index (CPI) Growth Factor — The 2.5 percent inflation factor is based on the
seasonally adjusted CPI for the Metropolitan DC region, which is forecasted by the Office of Revenue

Analysis (ORA).
GENERAL APPLICABLE
ASSUMPTIONS DESCRIPTION CSGs AMOUNT

Fringe Benefit Rate Three-year average of fringe benefit data and (1,966,267)

Adjustment percent of health and other benefits.
Inflation Factor of 2.5% for the DC Metro

Consumer Price Index Region applied to applicable Nonpersonal 40, 41 12,254,030
Services costs.

Grand Total $10,287,764
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Attachment C

# % % Government of the District of Columbia
BE Specific Assumptions - FY 2018 Current Services Funding Level (CSFL)

**Local Funds Only and Excluding Enterprise Funds**

Specific Assumptions

The following are the calculations for the specific assumptions that were applied only to certain Comptroller
Source Groups (CSGs) within a particular agency or within specific groups of agencies:

1.
2

Removal of One-Time Funding — All FY 2017 one-time items were removed from the CSFL.
Recurring Budget Items — Where applicable, recurring budget items were identified to adjust CSGs

11 (Regular Pay - Continuing Full Time), 13 (Additional Gross Pay), 14 (Fringe Benefits - Current
Personnel), 15 (Overtime Pay), 40 (Other Services and Charges), 41 (Contractual Services - Other), and
50 (Subsidies and Transfers). Recurring budget items for all other CSGs were not adjusted in the FY
2018 CSFL.

Fixed Cost Inflation Factor: CSGs 30, 31, 32, 33, 34, and 35 -The fixed costs projections for the FY
2018 CSFL were derived from a historical rate calculation that compares the approved budget against
expenditures over a 3-year period, and the application of a 2.5 percent Consumer Price Index.
Telecommunication estimates were provided by the Office of Finance and Resource Management, and
fleet estimates were provided by the Department of Public Works.

Medicaid Growth Factor — The rate of 2.3 percent was provided by the Department of Health Care
Finance.

Student Funding Formula Inflation Factor — The funding formula was increased by 2.0 percent to
account for inflationary costs that are generally associated with educating students in the District of
Columbia Public Schools and Public Charter Schools.

Debt Service Adjustments — Projected adjustments were provided by the Office of Finance and
Treasury.

Operating Impact of Capital — Projected adjustments for completed capital projects that will have
operating costs.

Other Adjustments - These adjustments were unique to a particular agency and did not meet the
criteria of the other adjustment scenarios.

SPECIFIC ASSUMPTIONS AMOUNT

Removal of One-Time Funding (126,017,523)
Recurring Budget ltems 7 23,451;259
Fixed Cost Inflation Factor (19,786,265)
Medicaid Growth Factor 16,209,353
Student F.unding Formula Inflation Factor 29,583,820
Debt Service Adjustments 40,564,559
'6pe'rating Impact of Capital ' .5.033,322
Other Adjustments 180,459

Grand Total ($25,781,016)
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