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The Government Finance Officers Association of the United States and Canada (GFOA) presented an award of
Distinguished Budget Presentation to the District of Columbia for its annual and capital budget for the fiscal year
beginning October 1, 2008.

In order to receive this award, a governmental unit must publish a budget document that meets program cri-
teria of a policy document, a financial plan, an operational guide and a communications device.

The award is the ninth in the history of the District of Columbia. The Office of Budget and Planning will
submit this FY 2010 Budget and Financial Plan for consideration by GFOA, and believes the FY 2010 Proposed
Budget and Financial Plan continues to conform to the GFOA’s requirements.
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Aoaian M. FENTY
Mavon

September 23, 2009

The Honorable Barack H. Obama
President of the United States
1600 Pennsylvania Avenue, NW
Washington, DC 20500

Dear Mr. President,

On behalf of the residents of the District of Columbia, I submit to you the District’s
Fiscal Year 2010 Budget and Financial Plan, entitled “Meeting the Challenge.”

The $8.8 billion spending plan, including $6.0 billion in General Fund resources, is the
District of Columbia’s fourteenth consecutive balanced budget. This budget exemplifies
the commitment of the District to strengthening critical services while preparing for a
sustainable fiscal future.

This year, the District confronted a decline in revenue estimates in June 2009, the month
the District had prepared to submit a budget request to Congress. We met the challenge
and worked collabaratively to identify cost savings. The budget was balanced by
identifying targeted reductions in agencies, using the federal American Recovery and
Reinvestment Act funding to maintain and enhance critical education, transportation,
health and environmental initiatives, and striving to make cvery District service and
program more efficient, and effective. This budget maintains the fiscal discipline that
has kept the District’s AAA credit rating on Wall Street, affiming the District’s stability
and positive long-term outlook.

The FY 2010 budget supports continued investments in education and public safety. This
budget will continue the education reforms in the District of Columbia Public Schools,
expanding the comprehensive staffing model to more schools and investing in school
facility modernization. The District of Columbia Public Libraries will open four new
branch libraries in the spring of 2010. Public safety in the District will continue to
improve with a COPS stimulus grant enabling the Metropolitan Police Department 1o hire
50 additional police officers.



A thriving city also requires investments in healthcare, human services, infrastructure and
environment, economic development and affordable housing. This year, we plan to
preserve and expand initiatives including the Home Purchasc Assistance Program, which
will help almost 400 District residents purchase their own homes, and the Housing First
Permanent Supportive Housing initiative that will ensure hundreds of families and
individuals who were once chronically homeless will maintain housing and services.
Finally, stimulus funds for the District Department of Transportation will support
cconomic developnient, pedestrian and driver safety, and alternative transportation.

This budget proposal is a product of thorough analysis of every District government
agency and vigorous Council oversight. We believe we can continue to improve the
delivery of services, while securing the District’s fiscal sustainability.

[ look forward to Fcderal approval of this budget.

Sincercly,

Adrian M. Fenty
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How to Read the Budget and Financial

Plan

The District of Columbias FY 2010 Proposed Budget and Financial
Plan is a communications tool that presents and explains policy prior-
ities; agency operations, including program/organizational structures;
and performance measures in the context of the financial plan that
shows the Districts sources of revenue and planned expenditures.
Included are forecasts of economic and financial conditions, current
and planned long-term debt financing, policy decisions, and other
important financial information for the District's government. These
elements are essential for accurate financial reporting and sound man-

agement of public resources.

How to Read the Budget and Financial Plan
describes the sections of this budget volume that
define the budget priorities for the District. These sec-
tions are consistent with the National Advisory
Council on State and Local Budgeting’s recommend-
ed budget practices that call for a presentation of
information that provides the reader with a guide to
government programs and organizational structure.
Additionally, these sections are consistent with the
standards of the Government Finance Officers
Association  for the Distinguished Budget
Presentation Award.

The FY 2010 Budget and Financial Plan is pre-

sented in seven volumes summarized as follows:

Executive Summary (Volume 1) - Provides a high-
level summary of the general budget and financial
information, including sections describing the new
initiatives within the District's proposed budget, the

transmittal letters from the Mayor, information on
the strategic budgeting process, the District’s 5-year
financial plan, detailed information on the District’s
projected revenues and expenditures, and various
appendices. In addition, this volume includes infor-
mation about the District's budgetary and financial
management policies, grant match and maintenance
of effort, statistical profile of the District, glossary of
budget terms, budget summary tables by agency and
fund type, and the Budget Request Act legislation
that serves as the basis for the District’s federal appro-
priations act.

Agency Budget Chapters (Volumes 2 and 3) -
Describes the operating budgets for each of the
District's agencies by appropriation title.
Appropriation titles categorize the general areas of ser-
vices provided by the District on behalf of its citizens
and are listed in the Table of Contents. Examples are
Public Education System and Human Support
Services.

How to Read the Budget and Financial Plan
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Operating Appendices (Volumes 4 and 5) - Includes
detailed supporting tables displaying the proposed
expenditures and full-time equivalents in the operat-
ing budgets that are described in Volume 2.

Note: These volumes are available exclusively on the
Government of the District of Columbia website at

hetp://cfo.de.gov/.

Capital Appendices (Volume 6) - Describes the
District’s proposed six-year capital improvement plan
for all of the District's agencies (excluding the
Highway Trust Fund).

Highway Trust Fund (Volume 7) - Describes the
Districts proposed FY 2010 to 2015 planned pro-

jects.

Detailed information on the chapter contents of
each volume include:

Volume 1: Executive Summary
Includes:

Introduction: FY 2010 Proposed Budget and
Financial Plan

This chapter is a narrative and graphic summary of
the proposed budget and financial plan. It describes
the overall proposed budget, including the sources
and uses of public funds versus the prior year's
approved budget. The chapter also explains the bud-
get development process and calendar for FY 2010.

Strategic Budgeting

This chapter describes the initiatives that the District
is undertaking to improve budgeting and manage-
ment of resources. It includes a description of the
District's continued efforts and progress in
Performance-Based Budgeting (PBB), which is the
District's initiative to align resources with results,
benchmarking, performance measurement, perfor-
mance planning, and service-level budgeting. PBB
greatly improves the District's ability to make policy
and funding decisions based on anticipated results
and improve the District's ability to hold program
managers accountable for achieving results.

Financial Plan

The Financial Plan summarizes planned revenues and
expenditures for FY 2010-2013. This chapter
includes financing sources and uses and assumptions
applied to derive the short-term and long-term eco-
nomic outlook. It also includes an assessment of the
impact of budgetary decisions on the financial health
of the District.

Revenue

This chapter shows current revenue projections for
each revenue type as certified by the Office of the
Chief Financial Officer It also details the District's
revenue sources, provides an overview of the District’s
and regional economy and economic trends, and the
outlook for revenue through FY 2013.

Operating Expenditures

This chapter describes the District's recent local
expenditures and future projections. It includes
analysis of expenditures between FY 2005 and 2008,
both by agency and by expense category such as per-
sonnel, supplies, or fixed costs.

Capital Improvements Plan
This chapter describes the overall CIP including the
sources and uses of Capital funds.

Appendices
This last section of the Executive Summary volume
contains a number of items to clarify the District's

budget:

= The D.C. Comprehensive Financial Management
Policy provides a framework for fiscal decision-mak-
ing by the District to ensure that financial resources
are available to meet the present and future needs of
District citizens;

= The Grant Match and Maintenance of Effort
section includes a table by agency and grant num-
ber that provides the required grant match and
maintenance of effort contributions for federal
and private grants received by the District;

FY 2010 Proposed Budget and Financial Plan
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= The Basis of Budgeting and Accounting section
describes the basis of budgeting and accounting,
which allows the reader to understand the differ-
ent presentation methods of the District's
finances;

»  The Glossary of Budget Terms section describes
unique budgeting, accounting, and District terms
that may not be known by the general reader;

»  The Summary Tables detail the District's pro-
posed operating budget by agency and fund type
for both the budgeted dollars and positions; and

»  The Budget Request Act is the legislation that the
District Council and Mayor use to enact the
District's budget via local law, and serves as the
basis for the District’s federal appropriations act to
be enacted into law by the United States Congress
and President via the federal appropriations
process.

Volumes 2 and 3: Agency Budget
Chapters - Part 1 & Il

Includes:

Agency chapters illustrate available resources, what
the resources are spent on, and the outcomes achieved
and anticipated as a result of these expenditures.

Changes from the previous year include:

= The FY 2010 Budget and Financial Plan provides
the budget in a table format and the bulk of the
budget detail is presented in tabular form, with
expanded information in the tables for FY 2010
as well as narrative summaries.

= For those agencies with performance plans, a table
is included in the agency chapter that contains the
agency’s performance measures.

Chapters are grouped by appropriation title and each
chapter contains the following sections, as appropri-
ate:

Header Information:

= Agency name and budget code;

= Website address and telephone; and

»  FY 2010 proposed operating budget table.
Introduction:

= Agency mission; and

= Summary of Services.

Financial and Program Information:

= Proposed Funding by Source table;

»  Proposed Full-Time Equivalents table;

= Proposed Expenditure by Comptroller Source
Group table;

= Program Descriptions;

=  Proposed Expenditure by Program (PBB agen-
cies) table;

»  Major Baseline, Cost Savings and Policy
Initatives;

= FY 2009 Approved Budget to FY 2010 Proposed
Budget reconciliation table;

= Agency Performance Plan Objectives; and

= Agency Performance Measures table.

To help the reader navigate the Agency Budget
Chapter volume, an example of an agency narrative is
presented at the end of this chapter. This example
represents a performance plan agency. Callout boxes

highlight the features discussed above.

Volumes 4 and 5: Operating
Appendices - Part | and Il

These two volumes provide supporting tables to each
agency's proposed operating budget. The tables gen-
erally include FY 2008 actual expenditures, FY 2009
approved budgets, the FY 2010 proposed budget, and
the change from FY 2009 to FY 2010 (unless noted).

The following tables are provided for Agencies that
have been converted to a performance-based budget-
ing format:

Schedule 30-PBB - Dollars summarized by program,
activity, and governmental fund (governmental fund
breakout is for FY 2010 only and includes general
fund detail);

How to Read the Budget and Financial Plan



Schedule 40-PBB - Dollars summarized by program,
comptroller source group and governmental fund;

Schedule 40G-PBB - Dollars summarized by pro-
gram, comptroller source group and appropriated

fund within the general fund;

Schedule 41 - Dollars and FTEs summarized by
comptroller source group and governmental fund;

Schedule 41G - Dollars and FTEs summarized by
comptroller source group and appropriated fund

within the general fund; and

Schedule 80 - Dollars and FTEs summarized by rev-
enue type, appropriated fund, and revenue source (for

FY 2010 proposed budget only).

The following tables are provided for agencies that
have not been converted to a PBB format:

Schedule 30 - Dollars summarized by control center,
responsibility center, and governmental fund (govern-
mental fund breakout is for FY 2009 only and
includes general fund detail);

Schedule 40 - Dollars summarized by control center,
comptroller source group and governmental fund;

Schedule 40G - Dollars summarized by control cen-
ter, comptroller source group and appropriated fund

within the general fund;

Schedule 41 - Dollars and FTEs summarized by
comptroller source group and governmental fund;

Schedule 41G - Dollars and FTEs summarized by
comptroller source group and appropriated fund

within the general fund; and

Schedule 80 - Dollars and FTEs summarized by rev-
enue type, appropriated fund, and revenue source (for
FY 2010 proposed budget only).

Volume 6: Capital Appendices

This volume covers the District's FY 2010-FY 2015
Capital Improvements Plan (CIP), excluding the
Highway Trust Fund. The volume includes:

The Introduction chapter describes the overall
CIP including the sources and uses of capital
funds, the District's policies and procedures for its
capital budget and debt, the FY 2010 planning
process, and an overview of the District of
Columbia's Water and Sewer Authority's FY
2009-FY 2016 capital improvement plan.

The Project Description Forms comprise the
major portion of the capital appendices volume.
The project description forms provide details on
capital projects funded by general obligation
bonds, pay-as-you-go (paygo) capital, the Master
Equipment Lease program, and the Local Street
Maintenance Fund. Each page shows one sub-
project's planned allotments for fiscal years 2010
through 2015, description, annual operating
impact, milestone data, and location on a map.

The Appendices provide supporting tables and a
glossary about the District's capital budget,
including:

- The FY 2010 Appropriated Budget
Authority Request table summarizes the pro-
posed new projects and changes (increase or
decrease) for ongoing projects by agency, sub-
project, and fund (Local versus Local Street

Maintenance);

- The FY 2010 - FY 2015 Planned
Expenditures From New Allotments table
summarizes the new allotments' planned FY
2010-FY 2014 expenditures by agency, pro-
ject, and subproject;

- The FY 2010-FY 2015 Planned Funding
table summarizes the FY 2010 and six-year
funding sources for all new allotments by
agency, subproject, and funding source;

- The Balance of Capital Budget Authority, All
Projects table summarizes the lifetime budget
authority, life-to-date expenditures, total com-
mitments, and balance of budget authority for
all ongoing capital projects by agency, project,
and authority (District versus federal); and

FY 2010 Proposed Budget and Financial Plan
v



- The Capital Project Cost Estimate Variance

table displays changes to project costs since the
FY 2009 Budget.

Volume 7: Highway Trust Fund

This volume covers the District's FY 2010-FY 2015
proposed Highway Trust Fund expenditures, includ-
ing:

= The Introduction chapter describes the Highway
Trust Fund program, including the sources and
uses of the funds, the District's policies and pro-
cedures for the trust fund, and the FY 2010 plan-
ning process.

= The next section, the Project Description Forms,
comprise the majority of the Highway Trust Fund
volume. Each page shows one sub-project's
planned allotments for FY 2010 through FY
2015, description, annual operating impact, mile-
stone data, and location on a map.

= The last section, the Appendices, provides sup-
porting tables about the District's Highway Trust
Fund program.

How to Read the Budget and Financial Plan
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Agency Website address
& Telephone

http/fdprde.gov
Telephona: 202-673-7647

Agency budget code

\

(HAQ)

Agency
name

% Change

FY 2008 FY 2009 FY 2015 from

Description Actual Approved Proposed FY 2009

Operating Budget 63033977 $57638,166 ‘\$57,?5‘8,355 43

FlEs o, 5B 5114 N3 280
v N

This shows the agency's FY
2008 actual expenditures, FY

FTE actuals are the
number of Full Time
Equivalent positions

- pt i o7
paid. a diverse a

Summary of Services

PPR maintains over 900 acres of parkland and 68

facilides across thefDistrict of Columbia, including
recreation and columunity centers, pools, play-
grounds, athletic fielfls and play courts, and provides
programs and servides o individuals and groups
throughout the Disute DPR delivers a wide range
of acdvities, includingd stunmer camps, which serve
children and youth, spdris leagues and events, instruc-

i ach 1o at-risk

o
Summary of Services -
a concise explanation
of the agency’s key
functions.

Deparument of Parks and Red
wce the Districts open space
ray of recreation {

bridging cNrural, physical as

2009 approved budget, the FY
2010 proposed budget and the
variance from FY 2010 to FY
2009. This includes the
agency’s operating budget and
FTEs.

voXh, therapeutic recreation, and food and nuwi-

HonN, Programs.

R
=

This section describes
the agency’s mission
and purpose.

d get is presen I{fd
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FY 2010 Proposed Gross Funds Operating Budget, by Revenue Type

Table HAO-1 conmains the proposed FY 2010 agency budger compared to the FY 2009 approved budget. It also
provides FY 2007 and FY 2008 actual expenditures.

Table HAG-1

{deflars in thousands)

Change

Achual Actial Bpproved | Proposed frem Petcant
Appropdated Fund FY 2007 FY 2008 FY 2008 FY 2000 FY 2008 | Change*
General Fund
Local Funds 46431 49,029 44,820 43638 1,482 2.5
Special Puipose Bavenue Funds 1,381 3,905 2492 204 478 162
Total for General Fund 47812 53,024 47312 45,652 -1,660 -3.5
Federal Resourges
Federal Paymenis 5] -2 0 O G N/
Federal Grant Funds G -27 O 8] G R AN
Total for Federal Resources g -23 L & ¢ PAA
Private Funds
Private Granl Funds 831 1.133 1,000 0 1,000 1000
Total for Private Funds 831 1,133 1,000 1 -1,00¢ -100.0
Infra-District Funds
Intra-cistrict Funds 4,918 8,900 9,346 5807 2,18 292
Total for lntra-District Funds 14,818 8,900 9,326 6,607 -2,718 -28.2
Gross Funds 83,561 53,034 57638 52,258 5,380 -8.3

el Intra-District
fhice of the C

o the Cf

This table presents the agency's total operating budget
from each funding source (Local, Dedicated Taxes, Special
Purpose Revenue, Federal Payments, Federal Grants,
Medicaid, Private Grants, and Intra-District sources).
Shown is a comparison of the FY 2007 actual, FY 2008
actual, FY 2009 approved, and FY 2010 proposed budgets.

How to Read the Budget and Financial Plan



FY 2010 Proposed Full-Time Equivalents, by Revenue Type

Table HAO-Z contains the proposed FY 2010 FTE level compared o the FY 2009 approved FTE level by revenue
type. It also provides FY 2007 and FY 2008 actual data.

Table HAS-2
Change

Actual Actual | Approved Proposed from Parcent
Appropriated Fund FY 2007 FY 2008 | FY 2009 FY2010 | FY2008 | Change
General Fund
Local Funds H36.9 590.3 85865 h723 8h7 -13.0
Special Pumose Bevenue Funds 98 107 99 85 14 139
Total for General Fund 5965 8006 6654 5313 -274 -13.0
Private Funds
Private Grant Furils 150 44 220 00 270 -100.0
Total for Private Funds 16.0 4.4 22.0 0.0 -22.0 -100.0
Intra-District Funds 4
Intra-District funds U 1498 1210 30 118.0 875
Total for Intra-Disfrict Funds 146.0 149.8 121.0 3.0 -118.0 975
Total Proposed FTEs 5 7548 814 5843 -227.3 -28.0

This table lists the agency's FTEs
for two prior years, the current
year, and upcoming fiscal year by
revenue type.

FY 2010 Proposed Budget and Financial Plan
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FY 2010 Proposed Operating Budget, by Comptrolier Source Group

Table HAD-3 contains the preposed FY 2010 budget at the Comptroller Sowrce Group (object class) level com-
pared to the FY 2009 approved budget. It also provides FY 2007 and FY 2008 actual expenditures.

Table HAD-3

{dollars i thousands)

Change

Actual At Aporoved Proposed from Percent
Compirolier Source Group FY 2007 FY 2008 FY 2008 FY 2010 FY 2009 Change*
11 Regular Pay - Cont Full Time 14,445 17891 14,168 1367 3,198 228
12 Hegular Pay - Other 19.077 Th 850 185683 0,240 -8,242 A4 8
13 Additional Gross Pay 608 1,500 411 417 o] 14
14 Fringe Bengfits - Cuir Personne! 6,468 F0 5793 5,049 -749 S12.9
10 Overtime Pay 212 671 ath b4 9 17
49 Unknovwn Payroll Postings 0 0 0 g 0 [RIEN
Subtotal Personal Services (PS) 41,511 43,070 39475 33,597 5,878 -14.9
20 Suppiies and Matenals 16818 1,758 1,712 G4 -839 450
30 Energy, Comm. and Bidg Bentals 4,100 4700 3,670 4,377 647 176
31 Telephone, Telegraph, Telegram, Etc 1,298 1,292 1,127 759 3hg 318
37 Rentals - | and and Structures 380 738 124 9] =124 S100.0
34 Secunty Services 1,024 b6 1,189 0 -1,189 S1000
35 Qecupancy Foed Costs O O 0 1 1 /A
40 Other Services and Charges 1,091 2,300 1420 1,245 -175 123
41 Contractual Services - Other By 8,832 7985 1,019 3,054 380
50 Subsicies and Transfers 144 y, O 9] 9] 0 NAA
70 Equipment & Equipment Rental 825 \756 934 436 -498 533
Subtotal Nonpersonal Services (NPS) 22,050 19%64 18,163 18,661 498 27
Gross Funds 83,561 GBAA 57538 52,258 5,380 -8.3

*Parcent Change is based on whele dollars \

This table lists the agency's total
operating expenditures for FY 2007,
FY 2008, FY 2009 approved budget,
and FY 2010 proposed budget at the
Comptroller Source Group level.
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Program Description
The Deparunent of Parks and Recreation operates
through the following 5 programs:

Development and Community Allairs (Agency
Sapport) - provides community ougreach, velunteer
ics for [Hstrict
residents, visitors, and DPR in order o

opportinities, and development activ

tional resources and staff, and o meet and Neeeed cus-

tomer CXPC clations.

This program contains the following 6 activites:
g [Hrectors Office - _providcs vision and support

DPR.

Recreation Programs and Sesvices - provides sports,

health and fitness programs. youth programs. aquat-

ics. and a diverse array of camps for District residents

and visitors so that they can participate in and learn

about sports and leisure activities, as well as improve

their health and well-being,

This program contains the following 9 activities:

® Recreation Services - provides planning, suparvi-
sion and logistical support to the ward offices and
multiple recreation centers throughout the
District so that recreatdon progpatms and facilides
mmay run in an efficient and orderly manner for
the pesidents and wisitors of the Districr of

the department in order o etiide senior manaopr
in a dircction most advd

mentand residents of ) This indicates the specific programs and

i ; activities within an agency. It contains
services that establish, m) - eajled descriptions of their purpose and
how they contribute to the lives of District
residents and visitors.

B Inter-governmental Rel

tionships berween the de
ernment entities in order
laborative and efficlem

dents of the Districe of (]

ovides swimming, recreation,
ss, and competition opportuni-
rizens and visitors so that they can
rereation, fliness, and competitve

& Fitness - provides structured

| recreational sports, health and

# Community Relations Activity - provides struc-
tared partnerships, volunteer opportunites and
COMMUNIY services w citizens, visitors, organiza-
tions and [DPR, as a means of outrcach, partner-
ships, community activity and communication
between the povernment and residents of the
Disrict of Columbia;

® Madketing and Development Activity - works
with all areas of DPR, other government entties,
public and private organizations w create, manage
and distribute information and materials for use
by public, media, and stall through use of print-
ed, broadeast and elecrronic cormmunications;

® Permitting Activity - provides conuol. supervi-
sion and governance over the use of DPR operat-
ed and maintained ball fields, parks, plenic areas
and other facilities Lhrough permmits and fees, thus
beneliting the users of these arcas; and

& Parmerships Activisy - fosters support for DPR
through donatlons, grasnts, innovative public and
private partnerships, and voluntesr service by
individuals, groups, and organizations.  The
Office of Partnerships and Development collabo-
rates with community groups, businesses, non-
profit orpanizations, and concerned individuals to
maintain and improve IDPR’s parks and recre-
aton centers, provide free programming at our

facilides and sustain overall mission of

fitness programs to Districr residents and visitors
so that they can learn and/or master athlede skills,
hcahhy living tr:chniques, and the principles of fit-
ness;

# Youth Development - provides specialized our-
reach services to DO children and vouth apes 9 w
21 at risk of negaiive social behaviors, b}f provi(iw
ing opportunities in cducation, cmploviment,
community service and scholarship, so thar they
can reconnect to mainstream soclety and lead pro-
ductive and healthy lives;

g Urban Camps (Summer Operations] — provide
operations that coordinaws the planning and
implementation of summer activities for the
department so that District residents and visitors
of all ages may casily rake advantage of cultural,
educarional, recrearional, leisure and social activi-
tes available through DPR;

# Environmental Activities - provides environmen-
tal educaton and gardening programs to District
residents and visitors of all ages so thar they can
learn about, explore. and experience the urban
and narural environment;

® Senior Services - provides recreational, social,
educational, health promotion, and transporta-
tion services o District residents and visitors, age
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FY 2010 Proposed Operating Budget and FTEs, by Program and Activity

Table HAD-4 contains the proposed FY 2010 buadget by program and activity compared to the FY 2009 approved bud-
get. It also provides FY 2008 actual dara

Table HAD-4

{dollars in thousands)

Doliars i Thousands Fudl-Tane Egpidvalenis

Chanos Change

Actsal  Approved  Proposed from Actsal Approved  Proposed from

Fogramfctivity FY 2008 FY2e88  FYzhe FY 200 FY2008  FY288  FY:ANe £Y 2869
{1000} Agency Managemend Program

o Actity Asskgnad e i 0 0 0 Su g0 an

This describes the & 3 48 50 50 Gl

agency's programs & 9 21 i oo ol i

activities. g7 3 it 16 10 aly

3 33 4 14 11 a0

($030) Proyperty Managerment i 124 4,160 4,045 04 oo a0 a0

(Y0400 sforeration Techniloay 531 L4 1.am 1,370 34 34 30 o

[1055) Risk Management P G 194 oz 20 20 10 10

[1060) Leca: 16 g U U DG a0 a0 a0

[1070) Fizat Mananemen: 5,0 La77 1525 16 20 vt 730 10

(1080 Comprusications if] a4 46 1 ! B 10 a0

[10E5] Customer Sanice 148 & Lan 5 20 | £ 20 [0

Subtotal {HDD Agency Managoment Progrant 3715 3819 Lo Lo | ISP SEH WY 18

Agency Financial Operstions . .
FH00F) Agency we This provides an overall budgeted

funding level and number of
[120F Ageney Acounting Dperations Al 24 approved full-time equivalent -10
(1207} Ageney Fseal Offosr Gosrations 2 employees (FTEs) for FY 2008 -
Subtotal (WOF) Agency Financial Dperations 28 k7 actuals, approved FY 2009 and FY 05

(2000} Agency Suppait 2010 proposed_fgr_ specific pro-
grams and activities.

(11

4 Ageney Burget Grerations o

i

A

Y

[2440) [arecior's Ofice I i a0
(247200 Intercovammental fe 17 17 j G0
[24730) Comn 1S st 576 R 6o al 50 -10
(2440 e r 23 214 0 3 s 20 o0 20
(2450) Parmitiing 142 128 R N 20 0 20 z0
(2460) Parmarshins 1o 158 0 s i 20 a0 20
Subgotal (2000} Agency Suppont 268 254 138 40 230 188 130 S0

(Continuad on the next nage)]
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Major Baseline Adjustments, Cost Savings
and Policy Inifiatives

Initial and Baseline Adjustments: The [ollowing
adjustments were made in Local funds: a reduction of
$700.000 in nonrecurring costs in the Agency
Support program that pertaiggd 1o one-time funding
for the Boys and Girls Club 2agg, the UNIFEST

grant, and the renovation of the Shoo Bui].ding; a

net increase of $19,364 including a net 1@
91.8 FTEs impacting muldple programs for 9
step, and other personal services cost adjustments; 2
net increase of $1,648,575 due to fixed coss adjust-
ments for OPM and OCTO assesspp——=—t =

FTEs. OSSE, however, will maintain the same level
of funding for child carc and Pre-K programs demon-
strating, awendance, including Pre-K, Before- and
After-Care, and Afterschool PrOZrans.

Cost Savings: The proposed budget reduces discre-
tionary purchases for DPR by $676,401, inciuding
facility rentals, our-of-city wavel, conference fees,
membership dues, equipment rentals, and contracou-
al services. The proposed badget also reduces [IPR's
fixed costs, by a total of $353,879, by aligning budget
lines with revised estimares for wlecom, fleer, and
ccupancy. Finally, the proposed budget reduces con-

i']'}ll]{'%}_')]i? Programs  acrass T}']C Agze

decrease of $1.409,124 in intra-agey New for FY 2010, the Major Baseline
Adjustments, Cost Savings and Policy
Revenue funds a decrease of $3 [Initiatives section, provides a more compre-
Recreational Programs for fixed costj  hensive explanation of Table 5; it includes

net increase of $275.062 and 3.6 F|  major changes within the budget from the ini-
and Pacility Management program o - tial agency request through the policy

impacting multiple programs. In

Dol cocoudoe comdons €1 109 471, in recogaition
dy help safeguard
urs of operation.

time for youth w
m safe and healthy
rnrnittnent o the
b pportunides, the

Programs for salary;, swep, and other | decisions made by the Mayor and the Council. [Pto in addivonal

oSt adjusnnﬁnts; and A net ii’lC}Tf‘AStf

rr:craation ceners,

intra-agency adivstments Impacting—orrarepre—ps
grams. In Private Grant funds: a reduction of $49,268
and 3.4 FTTs In Inta-Districr funds: a ner reduc-
don of $386,835 for fixed costs primarily impacting
the Recreational Programs; a decrease of $1,164,594
and 33.1 FIEs in the Recreational Programs and the
Spcciaity I8 Targctcd Programs for S&]a,{'}", step, and
other personal services cost adiustments; and an
increase of $3,499,327 in intra-agency adjustments
primarily in the Recreational Programs,

Teansfers InfOue In FY 2009 and belore, the
Dyepartment of Parks and Recreation (12PR), through
its Office of Educational Services (OFS), received
Intra-Districr funds from the Office of the Stare
Superintendent  of Education (OS5E) and a
Headstart grant w pay for the personnel and admin-
istrative costs of being a direct provider of subsidized
child care programs. Through memoranda of under-
smﬂdimg, PR received the Inwra-Distrier funds based
on enrollment at its programs. Due to DPRY inabil-
ity o collect funding sufficient o cover OHS opera-
dons, the proposed budget anticipares thar the
agency will no longer be a direct provider of child care
services. his actlon reduces DPRs Intra-Disericr
budger by $5,100,000 and 84.9 FTEs, and reduces
I3PR's Privawe Grant budger by $951,000 and 18.60

N— enance, The pro-
posed budget also indudes $350,127 to fund staff,
supplies, and equipment needed to operate the
Wilson Pool upon completion of the capital project.
DPR's energy and water/sewer fixed costs will go up
by $23,859 in the proposed budget; this net increase
is due to the opening of the Wilson Pool and revised
OPM estimares. An additional $27,300 is also pro-
vided in the budger to fund the Reercadon Voluntoer
Rackeround Checl & Screening Act of 2000 (B13-
303}
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FY 2009 Approved Budget to FY 2010 Proposed Budget, by Revenue Type

PI‘ébEC E{/&O—S i.{i?]}].i'liis Th( c%ang(:s by Fevenuc pr(’ I’ﬂ(rW(‘Cﬂ T.EIC ir‘iy

tecnrise rf chanoee vaflarred 3 thic sahls ape.

posed budget. The three ¢

2009 approved budget and the FY 2010 pro-

13 chaﬂgﬁs o the haseline budeer (ind !II(iCS

agency request), (2) changy

Table HAG-5

{dollars in thousands)

Baseline Adjustments
Describes adjustments to the

| (3) changes related o policy Inidatives.

agency's FY 2010 proposed bud-  }am Using a revised for-
LOCAL FUND: FY 2000 Approved g€t compared to the FY 2009 mat, this table
N o approved budget. describes the
Iniial and Basefine Adjustnen| changes made to an
Fed f TSR [T STTEaT T T T, o 1 FOETICY SUP:ZJUH -
' / agency during the

overall budget formu-
lation process.

Witk ’u;rd//

Mutiiple Programs

ing redirected aeross muip 13/ o0
=0 cost adjusiments - Funding 154 40
adinstmants for revised CPM estimates
Policy initatves and Cost Savings
Eliminate - Align securty budgetwith revised 0PV 1,171 0o
1) oo
a0 40
D 20
42 an
3 an
Z a0
| - . s 10 aret prograntiming for Reoreational \pgrams 250 oo
Describes policy decreases 5 R B v
that are the reSI:llt °f_pf‘f' ard athletic field mainterarce  Park & Faciiity M¥pagerment 9/ iy
posed Cost Savings initia-
tives. :eced 10 operate e WWiison Muttiple \ 380 50
ST T T roseroroegralnd Check fz=|  Describes increases |/
SRR and transfers that
F:OGAL FQNQ FY 2010 ?ropnsed Budget and FTE are a result of
{Continued on the n District Policy
Initiatives.
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s s s s
Agency Performance Measures
Table HAD-6

FY 2007 FY 2008 FY 2008
Year-End Original | Year-End FY 2009 FY 2010 FY 2011
Measure Actual® Target Acteal | Projection | Projection | Projection
Objective 1:
Percent of participants involved in on-going parinered nfa 1,000 1700 2000 2200 2400
programs
Value of grant funding for afterschool programs 30 5500000 $750.000 $750,600 $1 it 5125 mil
Yalue of funding received from comorata sporsors. $o47 805 el | $1.437408 T4 il &5 roil 355 mil
Pescent of DPR youth sports & fitness enroliments ferr;z}e\ 36% 45% 6% 50% 50% 55%
Pescent of DPR youth sports & fitness enoliments \ 6,185 12,000 8394 16,000 70,000 71500
Percent of adult sports & hiness enmliments \N\H’l 36000 1234 5,000 7000 7500
Percent of Conperative Play programs 1 10 16 14 16 18
Percent of Little Explorer camps 13 \ 7h Vs A R ki
Combined numbers of Masters and Challengers Programs g 17 16
Percent of meals reimbursed Describes specific 9% 5% 9%
Percent. of meals served agency performance LA | 16040 | 1184340
Percent of sarly/before- & aftercare slots vacant ObieCtives from_ FY 2007 0% 0% 0%
through the projected
Percent of early/belore- & aftercare slois measure goal in FY 2011. 800 Hih 4h0
Objective 2:
Percent of Doy Fxercise areas designed and constrictad 7 3 r 4 7 2
Percent of ball fields serviced each 3-week cvele nfa 100% 100% 100% 100% 100%
Fercent of ball fields maintained n/a 78 8 57 83 83
Percent of new “adopt-a-park” agresments nfa 1h 1 15 15 15

iContinued on nest page:
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Introduction to the FY 2010 Budget

and Financial Plan

The District of Columbia government is unique and extremely

complex.

As one entity, the District government provides
services typically delivered elsewhere by states, coun-
ties, cities, and special taxing districts. The challenge
for the District is to navigate this jurisdictional com-
plexity while facing decreasing revenues and increas-
ing service needs. Totaling $10.1 billion, the gross
budget in the FY 2010 Proposed Budget and
Financial Plan is $117 million, or 1.2 percent, more
than the FY 2009 approved budget of $10.0 billion,
including Enterprise Fund agencies but excluding
Intra-District funding. Figure 1-1 shows the major
source of gross funds for FY 2010. Figure 1-2 does
the same for Local funds revenue. The gross budget

excluding Enterprise Fund agencies is $8.8 million.

The budget funds services as diverse as street
cleaning, affordable multi-family housing develop-
ment, voter registration, business inspection, fire
fighting, police patrol, running a lottery, managing a
vast multimodal transit system, educating children,
promoting economic development, encouraging peo-
ple to move into the District, and protecting at-risk
youth.

The District's proposed budget is similar to any
other budget in that it identifies resources (revenues)
and uses (expenditures) to accomplish specific pur-
poses developed by citywide strategic planning and

Figure 1-1

Where the Money Comes From - Sources of Gross Funds for FY 2010
($10.2 Billion, not including Intra-District Funds)
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departmental business planning. In addition to these
basic elements, the proposed budget includes a finan-
cial forecast for policy priorities of the Mayor and the
Council of the District of Columbia and detailed cost
information for agency programs and activities. The
Districts FY 2010 proposed budget includes a num-
ber of agency reorganizations and program shifts.
These changes are being made to improve services
and accountability and meet strategic business goals.

They include the following:

m The Department of Health Care Finance’s
(DHCF) FY 2010 budget reflects $147,680,365
of projected additional Federal Medicaid funds as
a result of the enhanced Federal Medical
Assistance Percentage (FMAP), which was enact-
ed by the American Recovery and Reinvestment
Act of 2009 (ARRA). The agency will also receive
an estimated $1,478,873 in additional
Disproportionate Share Hospital (DSH) funds in
FY 2010 as a result of the enhanced DSH rates
enacted by the ARRA. A portion of the Stimulus
funds, matched by $633,588 in enhanced Local
and DSH Funds, will support the ongoing transi-
tion of Healthcare Alliance members to Medicaid
for those who qualify for Medicaid. Additionally,

the expansion of health information technology,
which is financially supported by the ARRA, will
generate savings of approximately $2,700,000
through its accelerated adoption by providers,
thereby reducing duplication of services, medical
errors, and inappropriate utilization. The
enhanced Federal funds apportioned to DHCEF as
a result of the ARRA will be partially offset by a
comparable reduction in Local funds.

Child and Family Services Agency’s (CFSA) pro-
posed FY 2010 budget eliminates $20,944,920 of
Medicaid Intra-District funds, thereby eliminat-
ing the agency’s risk of Targeted Case
Management (TCM) liability. The budget also
almost totally eliminates the agency’s
$28,763,080 liability for Rehab Option by reduc-
ing Intra-District funds by 97 percent. The
remaining $1,000,000 in Medicaid Intra-District
funds anticipates reimbursements based on
methodology changes that comply with local and
federal regulations and laws. In FY 2010, a com-
bination of Local funds and Federal grant pay-
ments from Title IV-E will offset reductions in the
Medicaid Intra-District funds to CFSA. The
Intra-District for Tide IV-E federal payment

Figure 1-2

Where the Money Comes From - Sources of Local Fund Revenue FY 2010 -

$5.2 Billion (Excluding Dedicated Taxes)
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increases by $17,317,240, and Recovery Act
funds will add an additional $2,432,640. TCM is
additonally funded by an one-time increase of
$19,415,079 in Local funding. In FY 2011 and
beyond, it is anticipated that the agency will be
able to make use of federal reimbursement fund-
ing streams appropriately to realize cost savings to

the local budget.

The Department of Mental Health’s (DMH) FY
2010 budget protects resources necessary for the
successful closure of DMH’s Community Service
Agency (CSA), which currently provides direct
mental health services to about 4,000 District res-
idents. DMH will continue operating the CSA
until March 31, 2010 — six months longer than
originally planned — to ensure that every CSA
consumer makes a successful transition into a
quality community mental health care provider.
To accommodate this prolonged timeline,
DMH’s budget shifts roughly $3,409,618 and
40.5 FTEs into CSA to continue providing direct
services through the first six months of FY 2010.
In addition, DMH’s budget preserves nearly all
other savings from the CSA dlosure to run an
orderly transition and build capacity among com-
munity mental health care providers. A team of
DMH staff will ensure that every consumer cur-
rently served by CSA is matched with a quality

provider

The FY 2010 proposed budget anticipates that
the Department of Parks and Recreation (DPR)
will no longer be a direct provider of child care
services. This action reduces DPR’s Intra-District
budget by $5,100,000 and 84.9 FTEs, and
reduces DPR’s Private Grant budget by $951,000
and 18.6 FTEs. The Office of the State
Superintendent of Education, however, will
maintain the same level of funding for child care
and Pre-K programs demonstrating attendance,
including Pre-K, Before and After Care, and
Afterschool programs.

The Department of Housing and Community
Development adds several new activities: Tax
Credit  Assistance, Project Funding and

Neighborhood Stabilization under the Affordable
Housing and Real Estate Development program.

Two new activities, the Employer Assisted
Housing Program (EAHP) under the
Homeownership and Home Rehabilitation
Assistance program and the Emergency Shelter
Grant Management Program STM under the
Emergency Shelter Grant Management Program
were also created.

The Metropolitan Police Department (MPD)
reorganized from the FY 2009 Approved Budget
to the FY 2010 Proposed Budget, including the
establishment of the Homeland Security Bureau
to integrate the intelligence and operational func-
tions that will ensure the city is well protected and
prepared to prevent and respond to threats and
critical incidents within the District of Columbia.
The Homeland Security Bureau works directly in
support of patrol operations to reduce crime and
the fear of crime. Additionally, the District was
awarded a COPS grant by the United States
Department of Justice to fund 50 additional
police officers.

For FY 2010, the Department of Public Works
(DPW) found that 37 positions could be elimi-
nated through better distribution of staff assign-
ments and a strategic reduction to bulk collection
services. DPW anticipates bulk collections will be
collected within 14 days of a request, as opposed
to 10 days. Other eliminated positions are pri-
marily administrative and management positions
which do not directly affect field work. Savings
from this realignment total $2,151,000, and
DPW believes most will be achieved through
attrition and vacancy savings. In addition, total
fuel costs are reduced by about $7,000,000
District-wide by basing estimates on the per-gal-
lon cost. These reductions are reflected across each
fleet-using agency’s Local fund budget as a cost
decrease. DPW’s fleet budget for its own vehicles
was reduced by $1,847,000 in FY 2010. DPW
will also reduce discretionary purchases across the
agency, including supplies, other services and
charges and equipment, yielding $4,923,908 in
Local fund savings.

In FY 2010, the DC Department of
Transportation receives $42,000 of Local fund
support. The $2,975,000 budget for Traffic
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Control Officers and School Crossing Guards is
absorbed into the Unified Fund. The remaining
$332,000 is paid from Local funds duplicate pay-
ments through the WMATA subsidy in FY 2010.
No traffic control officers or school crossing
guards will be eliminated. In preparation for the
FY 2010 budget submission, DDOT carefully
evaluated its current expenditures and strategical-
ly restructured its operations. As a result, DDOT
eliminated 33.4 FTEs that were vacant. The gross
fund budget in FY 2010 is $128,202,561 and
332.2 FTEs. Finally, DDOT decreased supplies,
materials, and contract expenses. Procurement
and telecom assessments were increased due to
new OPM assessments.

m For FY 2010, the Districts Uniform Per Student
Funding Formula, which forms the basis for
funding the public school system, has the foun-
dation level retained at the same level as FY 2009,
$8,770 per student. Typically appropriated exclu-
sively from Local funds, for FY 2010, the total
UPSFF amount is derived from both Local funds
and a payment from the federal government rep-
resenting State Fiscal Stabilization Funds pur-
suant to the ARRA Act of 2009. Please refer to
the Agency Budget Chapters volume, chapters for
District of Columbia Public Schools, District of
Columbia Public Charter Schools, and Office of
the State Superintendent of Education.

Where the Money Comes From

Money for providing District services comes from a
variety of sources. The District's general fund consists
of Local Tax and Nontax Revenue, Dedicated Taxes,
and Special Purpose Revenue funds. Federal grants,
federal Medicaid, and federal payments constitute
the District's federal resources. Private resources and
Enterprise and Other funds make up the balance of
the District's gross funds (Figure 1-1).

Local tax revenue accounts for most of the money
supporting services and includes such common
sources as income, property, and sales taxes but
excludes Dedicated Taxes (Figure 1-2). Detailed rev-
enue information, including historical trends, FY
2010 revenue estimates and projection assumptions
are included in the revenue chapter of this budget

book.

How the Money is Allocated

To facilitate policy decisions concerning expenditures
and to provide summary information for reporting
expenditures, the District's budget is developed, pre-
sented, and executed along several lines. These
include fund types, appropriation titles, agencies, pro-
grams, and expense categories. As with revenues,
expenditures can be grouped by the source of funds.
The total of these funds is referred to as “gross funds.”
Totaling $10.1 billion, the expenditure budget in the
FY 2010 Proposed Budget and Financial Plan is $117
million, or 1.2 percent, more than the FY 2009
approved budget of $10.0 billion, including
Enterprise and Other funds but excluding Intra-
District funding.

For purposes of appropriating the District's bud-
get, agency budgets are grouped by appropriation title
or function, such as public safety or public education.
Table 1-1 shows the FY 2010 proposed gross funds
expenditures budget by appropriation title and their
change from FY 2009. Figure 1-3 shows the per-
centage distribution of FY 2010 gross expenditure by
appropriation title. The largest appropriation titles,
Public Education System and Human Support
Services, represent 50.3 percent of the Districts pro-
posed budget — meaning more than one-half of every
dollar generated is directed to these two areas.

The FY 2010 Local proposed budget operating
margin includes $48.85 million reserved for subse-
quent years expenditures leaving a true operating
margin of $4.75 million. As shown in Table 1-2a, the
proposed Local funds budget excluding dedicated
taxes and enterprise funds for FY 2010 is $5.2 billion,
which is $417 million, or 7.4 percent, less than the FY
2009 approved budget of $5.6 billion. The table also
displays expenditures budgets by appropriation title
and their change from FY 2009.

The proposed dedicated tax budget for FY 2010
is $284 million, which is $38 million, or 15.5 per-
cent, more than the FY 2009 approved budget of
$246 million. Table 1-2b shows the FY 2010 pro-
posed Dedicated Taxes funds expenditures budget by
appropriation title and their change from FY 2009.

Within the appropriation titles are the agencies
that operate the programs, activities, and services pro-
vided to District citizens and businesses. For example,
the Public Works appropriation title includes the
Department of Public Works, the Department of
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Table 1-1

Gross Funds Expenditure Budget, by Appropriation Title
(Excludes Intra-District and Housing Finance Agency HF0)

(Dollars in Thousands)

FY 2009 Approved  FY 2010 Proposed Change % Change

Budget Budget from FY 2009 from FY 2009
Governmental Direction and Support 426,872 401,877 -24,996 59
Economic Development and Regulation 469,856 433,467 -36,389 -1.7
Public Safety and Justice 1,276,224 1,285,088 8,864 0.7
Public Education System 1,700,928 1,739,257 38,330 23
Human Support Services 3,168,309 3,360,790 192,482 6.1
Public Works 625,517 635,307 9,790 16
Financing and Other 1,006,651 911,255 -95,397 95
Subtotal, General Operating Funds 8,674,357 8,767,011 92,685 11
Enterprise Funds 1,341,868 1,366,370 24,503 18
Total District of Columbia 10,016,225 10,133,412 117,186 12

Note: Details may not sum to totals because of rounding.

Figure 1-3

Where the Money Goes -

Gross Funds Expendure Budget, by Appropriation Title for FY 2010
(Excludes Intra-District Funds and Housing Finance Agency HF0)

($10.1 Billion)
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Table 1-2a

Local Funds Expenditure Budget, by Appropriation Title

(Excludes Dedicated Taxes and Enterprise Funds)
(Dollars in Thousands)

FY 2009 Approved  FY 2010 Proposed Change % Change
Budget Budget from FY 2009 from FY 2009

Governmental Direction and Support 349,268 311,154 -38,114 -109
Economic Development and Regulation 181,745 130,431 51,314 282
Public Safety and Justice 942,350 931,795 -10,555 -1.1
Public Education System 1,398,680 1,359,696 -38,984 28
Human Support Services 1,539,501 1,352,452 -187,049 121
Public Works 419,393 400,602 -18,791 -45
Financing and Other 765,964 694,255 -71,709 94
Total 5,596,902 5,180,385 -416,516 -14
Note: Details may not sum to totals because of rounding.
Table 1-2b
Dedicated Taxes Expenditure Budget, by Appropriation Title
(Excludes Enterprise Funds)
(Dollars in Thousands)

FY 2009 Approved  FY 2010 Proposed Change % Change

Budget Budget from FY 2009 from FY 2009

Economic Development and Regulation 49,773 34,202 -15,571 -31.3
Human Support Services 16,449 25,764 9,315 56.6
Public Works 11,420 13,000 1,580 138
Financing and Other 167,924 210,550 42,626 254
Total 245,566 283,516 37,950 155

Note: Details may not sum to totals because of rounding.

Transportation, and the Department of Motor
Vehicles. The FY 2010 proposed local budget
includes over 100 agencies receiving Local funds in
seven appropriation titles.

To provide context as to the types of expenses for
a particular program, information is presented by
expense category (Tables 1-3a, Local funds; and 1-3b,
Dedicated Taxes). These same categories are used by
all District agencies. Specific agency costs by expense
category are included in the agency chapters.

A large expense category is personal services, total-
ing $1.8 billion and representing 34.9 percent of the
FY 2010 Local funds proposed budget, excluding
Dedicated Taxes. This funding will support 24,093
Local full-time equivalent (FTE) positions, a decrease
of 1,896 FTEs, or 7.3 percent, from FY 2009 (see
Table 1-4). Including all fringe benefits, but exclud-

ing extra compensation like overtime and shift differ-

ential, the average Local FTE for FY 2010 will cost
$71,605.

The District's FY 2010 gross funds proposed
budget, including Intra-District funds, includes
32,504 FTEs, a decrease of 1,615 FTEs, or 4.7 per-
cent, from FY 2009. Major gross funds FTE changes
by agency and appropriation title are detailed in Table
1-5.

FY 2010 Proposed Budget and Financial Plan: Executive Summary
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Table 1-3a

Local Funds Proposed Expenditure Budget, by Category

(Excludes Dedicated Taxes and Enterprise Funds)

(Dollars in Thousands)

FY 2009 FY 2010 Change % Change
Approved Proposed from from

Budget Budget FY 2009 FY 2009
Regular Pay - Cont Full Time 1,506,872 1,338,179 -168,693 112
Regular Pay - Other 107,440 152,156 44716 416
Additional Gross Pay 42,867 44,847 1,980 46
Fringe Benefits - Curr Personnel 246,585 234,837 -11,747 48
Overtime Pay 41,692 37,694 -3,998 96
Subtotal, Personal Services 1,945,456 1,807,713 -137,743 -11
Supplies and Materials 51,170 41,422 9,748 -19.1
Energy, Comm. And Bldg Rentals 68,311 88,031 19,720 289
Telephone, Telegraph, Telegram, Etc 28,830 28,883 52 0.2
Rentals - Land and Structures 107,570 88,380 -19,189 -17.8
Janitorial Services 5815 6,088 273 47
Security Services 28,392 19,747 -8,645 -304
Occupancy Fixed Costs 17,213 12,470 -4,743 216
Other Services and Charges 155,503 146,640 -8,863 5.7
Contractual Services - Other 458,802 286,502 -172,300 -376
Subsidies and Transfers 2,118,284 2,054,146 64,137 30
Equipment & Equipment Rental 50,069 25513 24,555 -49.0
Debt Service 561,486 574,850 13,363 24
Subtotal, Nonpersonal Services 3,651,446 33726713 218,713 -16
Total 5,596,902 5,180,385 -416,516 -14

Note: Details may not sum to totals because of rounding.

Performance-Based Budgets

In addition to these District-wide expenditure reports
by appropriation title and category, the District has
completed its transition to a performance-based bud-
geting (PBB) structure and agency budgets show the
programs and activities they provide. For those agen-
cies that have a performance plan, we are also able to
show the results associated with the expenditures.
More information about performance-based budget-
ing is available in the Strategic Budgeting chapter
within this volume and the Service-Level Budgeting

chapter found within the Special Studies volume.
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Table 1-3b

Dedicated Taxes Proposed Expenditure Budget, by Category

(Excludes Enterprise Funds)
(Dollars in Thousands)

FY 2009 FY 2010 Change % Change
Approved Proposed from from
Budget Budget FY 2009 FY 2009
Regular Pay - Cont Full Time 203 165 -38 -188
Regular Pay - Other 75 104 30 398
Fringe Benefits - Curr Personnel 41 43 2 44
Subtotal, Personal Services 319 313 -1 21
Supplies and Materials 0 5 5 NA
Other Services and Charges 0 5,000 5,000 NA
Contractual Services - Other 2 2,093 2,091 116,166.7
Subsidies and Transfers 235,665 266,445 30,780 131
Debt Service 9,580 9,661 81 08
Subtotal, Nonpersonal Services 245,247 283,204 37,957 155
Total 245,566 283517 37,950 155
Note: Details may not sum to totals because of rounding
Table 1-4
Local Funds Proposed FTEs, by Appropriation Title
(Includes Dedicated Taxes and excludes Enterprise Funds)
FY 2009 FY 2010 Change % Change
Approved Proposed from from
Budget Budget FY 2009 FY 2009
Governmental Direction and Support 2572 2,229 -343 -133
Economic Development and Regulation 417 305 -112 -26.9
Public Safety and Justice 8,686 8,544 -142 -16
Public Education System 8,190 1,627 -563 6.9
Human Support Services 4,382 3,776 -606 -138
Public Works 1,743 1,613 -129 75
Subtotal, General Operating Local Funds 25,990 24,093 -1,896 -13
Economic Development and Regulation 4 4 0 0.0
Subtotal, General Operating Dedicated Tax Funds 4 4 0 0.0
Total, General Operating Local and Dedicated Tax Funds 25,994 24,097 -1,896 -13

Note: Details may not sum to totals because of rounding.
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Table 1-5
Major Gross Funds FTE Changes

FY 2009 FY 2010
Approved  Proposed  Increase

Agency Name FTEs FTEs (Decrease) Explanation of Major FTE Changes

Office of the City Administrator 56 46 (10) Eliminated positions due to reduced funding

D. C. Department of Human Resources 181 128 (52) Eliminated positions due to reduced funding

Office of Contracting and Procurement 142 118 (24) Eliminated positions due to reduced funding

Office of the Chief Technology Officer 298 310 12 Policy Decision

Office of the Attorney General for the District of Columbia 731 768 37 Policy Decision

(Office of the Chief Financial Officer 1,078 929 (149) Eliminated positions due to reduced funding

Other Agencies 962 941 (20) Net Change

Governmental Direction and Support 3447 3240 (207)

Deputy Mayor for Planning and Economic Development 77 65 (12) Eliminated positions due to reduced funding

Department of Housing and Community Development 161 132 (29) Eliminated positions due to reduced funding

Department of Consumer and Regulatory Affairs 350 302 (48) Eliminated positions due to reduced funding

Other Agencies 1,060 1,028 (32) Net Change

Economic Development and Regulation 1,647 1,526 (120)

Metropolitan Police Department 4,926 4,875 (51) Eliminated civilian positions due to reduced
funding

District of Columbia National Guard 106 67 (39) Eliminated positions due to reduced funding

Office of Unified Communications 400 365 (35) Eliminated positions due to reduced funding

Other Agencies 3442 3436 (6) Net Change

Public Safety and Justice 8874 8743 (130)

District of Columbia Public Schools 7376 6,909 (466) Agency downsizing due to fewer students

Office of the State Superintendent of Education 409 339 (69) Eliminated administrative positions

Office of Public Education Facilities Modernization 400 269 (131) Eliminated positions due to reduced funding

Special Education Transportation 1,146 1,570 424 Corrected FTE count; staffed new bus routes

Other Agencies 518 502 (15) Net Change

Public Education System 9,848 9,590 (258)

Department of Human Services 935 885 (50) FTEs increased in Federal grants resulting
from shifts from Medicaid and other increas-
es; FTEs reduced from private grants; FTEs
reduced in Intra-District; and FTEs eliminated
from Local funds

Child and Family Services Agency 940 892 (48) Reduction in staffing, elimination of vacancy
positions and other unfunded positions, and
transition of staff to other agencies or to dif-
ferent funding vehicles

Department of Mental Health 1,627 1,324 (303) Eliminated positions from closure of

Community Services Agency program and
redirecting staff to other programs; eliminat-
ed staff, outsourced some functions at St.
Elizabeths Hospital

(Continued on next page)
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Table 1-5

Major Gross Funds FTE Changes

(Continued)
FY 2009 FY 2010
Approved  Proposed Increase

Agency Name FTEs FTEs (Decrease) Explanation of Major FTE Changes

Department of Health N 836 (75) A net due to reduction in Special Purpose Revenue;
FTEs reduced in Federal grants; FTE reduction in
Tntra-District funds; and FTEs reduced from Local
funds

Department of Parks and Recreation 811 575 (237) Eliminated direct services to child care, with those
services to be provided by community based
providers under contract with OSSE; eliminated
other positions

Department of Youth Rehabilitation Services 656 603 (54) Eliminated vacant positions; outsourced functions of
positions

Department on Disabilities Services 467 410 (57) Eliminated vacant positions; reduce positions by
staff realignments

Department of Health Care Finance 166 155 (11) Net reductions from restructuring functions

Other Agencies 82 77 (5) Net Change

Human Support Services 6,595 5,756 (840)

Department of Transportation 366 319 (46) Eliminated positions due to reduced funding

Department of Motor Vehicles 295 252 (43) Eliminated positions due to reduced funding

District Department of the Environment 301 316 15 Increase in FTEs due Strom Water enforcement

Other Agencies 1518 1,515 (3) Net Change

Public Works 2,479 2,401 (77)

Financing and Other 0 0 0

Total General Operating Funds 32,889 31257  (1632)

University of the District of Columbia 1,087 1,104 17 Additional staffing requested by the agency

Other Agencies 143 143 Net Change

Enterprise Fund 1,229 1,247 17

Grand Total, District Government 34118 32504  (1,615)
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Organization of the FY 2010 Budget and Financial
Plan
The FY 2010 Budget and Financial Plan is composed

of the following volumes:

m  Volume 1 - Executive Summary.

m  Volume 2 and 3 - Agency Budget Chapters: these
provide all summary information regarding the
District's proposed budget.

m  Volumes 4 and 5 - Operating Appendices: these
provide detailed information about operating
funds by agency.

m Volume 6 - FY 2010-FY 2015 Capital
Appendices: this provides detailed information
about capital projects and spending by agency.

m  Volume 7 - FY 2010 - FY 2015 Highway Trust
Fund.

Additional details about the organization of the
Districts FY 2010 budget and financial plan may be
found in the How to Read the Budget and Financial
Plan chapter.

The FY 2010 Budget Calendar

The FY 2010 Budget and Financial Plan is the cul-
mination of a year-long process. Some of the critical
steps in the budget formulation process and their gen-

eral schedule are described in Table 1-6.

The District's Budget Process: A Brief Overview
The District of Columbia Home Rule Act (Public
Law 93-198; 87 Stat. 777) [D.C. Official Code 1-
201.01 et. seq.], approved December 24, 1973, pre-
scribes a procedure for the approval of the annual
budget for the District of Columbia Government.
Under section 424(a)(5) [D.C. Official Code 1-
204.24(a)(5)], the Chief Financial Officer for the
District of Columbia prepares and submits to the
Mayor and the Council annual estimates of all rev-
enues of the District of Columbia (without regard to
the source of such as revenues), including proposed
revenues. These revenue estimates are binding on the
Mayor and the Council for purposes of the annual
budget to be submitted to Congress, except that the
Mayor and the Council may base the budget on esti-
mates of revenues that are lower than those prepared
by the Chief Financial Officer. Under section 442(a)
[D.C. Official Code 1-204.42(a)], the Mayor pre-
pares and submits a proposed annual budget to the

Council. In preparing the annual budget, the Mayor
may use a budget prepared by the Chief Financial
Officer for this purpose under section 424(a)(2)
[D.C. Official Code 1-204.24(a)(2)].

The Mayor may also prepare and submit supple-
mental or deficiency budget recommendations to the
Council from time to time, pursuant to section
424(c). A statement of justifications must be includ-
ed.

Under section 603(c) [D.C. Official Code 1-
206.03(c)], the Mayor is required to submit a bal-
anced budget and identify any tax increases that shall
be required. The Council is required to adopt such
tax increases to the extent the budget is approved.
The annual budget submitted shall include, among
other items, a multiyear plan for all agencies of the
District government (as required under section 443
[D.C. Official Code 1-204.43]) and multiyear capital
improvements plan for all agencies of the District gov-
ernment (as required under section 444 [D.C.
Official Code 1-204.44]).

Under section 446 [D.C. Official Code 1-
204.406], the Council must hold a public hearing on
the budget submission and, within 56 calendar days
after receipt of the budget proposal from the Mayor,
adopt a budget by act. The act is styled as the Budget
Request Act (of the year of adoption) and requires
only one reading. If the Mayor approves the budget
act, he or she submits the act to the President for
transmission to Congress.

However, unlike other acts submitted to the
Mayor for signature, the Mayor may exercise a line-
item veto under section 404(f) [D.C. Official Code
1-204.04]. If the Mayor disapproves an item or pro-
vision, he or she must attach to the act a statement of
the item or provision which is disapproved and, with-
in the 10-day period for approval or disapproval,
return a copy of the act and statement with his or her
objections to the Council.

The Council has 30 calendar days to reenact a dis-
approved item or provision by a two-thirds vote of the
members of the Council present and voting. If an
item or provision is reenacted, the chairman submits
it to the President for transmission to Congress. If the
Mayor fails to return a disapproved item or provision
to the Council in a timely manner, he or she shall be
deemed to have approved the item or provision and
the chairman will submit it to the President for trans-
mission to Congress.
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Unlike other legislation, the Budget Request Act act. This act may, but is not required to, include some
does not become effective after a period of congres- or all of the provisions of the Budget Request Act as
sional review; it never becomes District of Columbia transmitted by the District.
local law. Instead, the President transmits the Budget
Request Act to the House and Senate. Ultimately,

Congress appropriates all funds for the District by an

Table 1-6
How and When the FY 2010 Budget was Prepared

Budget Guidance
August — September 2008
The FY 2010 budget process began with the Office of Budget and Planning (OBP) creating guidelines on how

agencies should prepare the agency budget submissions. These guidelines were conveyed to all District stakehold-
ers at the annual Budget Kickoff held on September 17, 2008.

Agency Budget Request Development

October — December 2008

Taking into consideration the Executive Office of the Mayor’s citywide strategic plan, and following the budget
guidance from OBD agencies developed their FY 2010 budget requests, and requests for additional funding
through technical adjustments.

Budget Analysis

December 2008 — January 2009

OBP reviewed agency budget requests for adherence to established guidelines, identified opportunities for effi-
ciencies and incorporated revised economic data into the formulation process.

Budget Presentation

January — March 2009

OBP provided the Mayor with the Baseline budget. OBP also assisted the Office of the City Administrator through
sound analysis and collaboration during the Budget Review Team meetings where policy priorities were deter-
mined, and the Mayor’s FY 2010 proposed budget was finalized for submission to the Council on March 20, 2009.

Council Public Hearings (Consensus Process)

April 2009 - July 2009

Council Committees held Budget Request Act hearings to hear testimony on agencies' FY 2010 proposed budgets.
Council began revising and marking up the Mayor’s Proposed budget. As this process was nearly completed, new
revenue estimates in June 2009 extended the consensus period.

Budget Request Act and Budget Submission Act

July 2009 - September 2009

The Council approved the FY 2010 Budget Request Act of 2009 and the FY 2010 Budget Support Act of 2009.
Upon the Mayor’s signature the FY 2010 Proposed Budget and Financial Plan is submitted to Congress.

FY 2010 Proposed Budget and Financial Plan: Executive Summary
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Strategic Budgeting

The strategic management process of the District of Columbia (the
District) continues to advance and evolve. Under the direction of the
Mayor, the District has adopted the CapStat performance process as
the city-wide accountability program, which has added a new level of
rigor to the Districts quest for excellence in government. As the
District makes many of its financial activities routine, we continue to
examine our business operations and seek to leverage our management
reforms and other tools to improve the quality of government and the

services provided to residents, businesses, and visitors.

With Mayor and Council support, the Office of the
Chief Financial Officer (OFCO) continues to
improve budgetary and financial execution practices
to provide accurate and timely financial data to deci-
sion-makers. Over the years, the OCFO has under-
taken a number of strategic projects to improve our
support to District financial stakeholders. This chap-

ter outlines the current status of these initiatives.

Performance-Based Budgeting

In FY 2001, the Council passed legislation (DC 47-
308.01) requiring the Mayor’s budget to be perfor-
mance-based and thus established Performance-
Based Budgeting (PBB). The law specified that the
following be included in the budget presentation:

m  Program Name;

Agency strategic result goals;

Estimated total program, activity and service
costs;

Program overview describing activities;

Program performance measures;

Estimated program costs;

Full-time equivalents (FTEs) for the prior, cur-

rent, and next fiscal year; and
m Program benchmarks providing comparisons
with other jurisdictions.

Performance-Based Budgeting links spending to pro-
grams, activities, and services, allowing results to be
measured. This linkage enables public officials, pro-
gram managers, and the public to evaluate whether
funding is being spent wisely on a program that is
meeting its goals, or if the money could be better
spent on other services. The implementation of PBB
is complete, and as new agencies are created and exist-
ing agencies restructured, their fiscal information will
be reported in the PBB format.

The PBB methodology replaces the traditional
budget organizational structure with a structure that
shows programs, activities, and services. We can now
see the programmatic outcomes of the spending
alongside the traditional categories of cost. Previously,
agency program structures were a component of each
agency’s Strategic Business Plan (SBP). Based on
Mayoral guidance in FY 2007, selected agencies have
transitioned their SBPs into Performance Plans. As

Strategic Budgeting
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part of this process, agency performance measures
underwent a rigorous review and validation. These
revisions have led to updated or enhanced perfor-
mance measures. For the agencies with a performance
Plan, the budget is presented with the agency’s strate-
gic mission, summary of services, objectives, program
and activity summaries and performance measures.

Agency Management Program

An additional benefit of PBB is the District’s
ability to track specific expenses across various
agencies. In FY 2004, the Office of Budget and
Planning (OBP) and the Office of the City
Administrator (OCA) developed the Agency
Management Program (AMP) to track costs for
common administrative expenses both within
each agency and across the District. The AMP
can include up to 15 activities, depending on
whether the agency performs that function. One
activity, Court Ordered Supervision, was added
in FY 2010. A partial listing of the activities
includes:

m  Personnel - provides human resource services
to the agency so that they can hire, maintain,
and retain a qualified and diverse workforce;

m Training and Employee Development - pro-
vides training and career development services
to agency staff so that they can main-
tain/increase their qualifications and skills;

m Labor-Management Partnership - creates a
structure in which agencies can collaboratively
resolve workplace issues;

m Property Management - provides real estate
and facility services to the agency in a timely,
efficient, and effective manner in keeping
with current District operations, industry
standards and best practices;

m Information Technology - provides network,
telephone, and computer hardware and soft-
ware support and information services to
agency staff so that they can use technologies
to produce, communicate and manage informa-
tion;

m Financial Services - provides financial and
budgetary information to departmental pro-
gram/administrative units to ensure the
appropriate collection/allocation, utilization
and control of District resources; and

m  Court Ordered Supervision - identifies the
administrative expenses of court supervision
or oversight of the agency or any of its functions.

The AMP brings consistency in budgeting
and performance reporting to the District’s
administrative services and allows for more accu-
rate tracking of administrative costs.

Agency Fiscal Operations

As part of the process for developing the FY 2005
proposed budget, the funding and FTE count for
all OCFO FTEs assigned to the agencies were
separated into a program called Agency Financial
Operations (AFO). The purpose of the AFO
program is to provide comprehensive and effi-
cient financial management services to, and on
behalf of, all District agencies.

Agency fiscal operations are managed by the
Associate Chief Financial Officers (ACFQOs) who
serve as the key contact between the Office of the
Chief Financial Officer and the District’s senior
leadership in managing agency finances. In FY
2009, with the addition of an Education ACFO,
the total number of ACFOs grew by one to a total
of six. The ACFOs represent the following areas:
Government Operations, Economic Develop-
ment and Regulation, Government Services,
Human Support Services, Public Safety and
Justice, and Education. With the exception of the
District of Columbia Public Schools, Agency
Fiscal Officers (AFOs) for the respective agencies
under each area report to their respective ACFO.

Service Level Budgeting

Performance-based Budgeting has created a uni-
form reporting structure within every agency.
Agencies manage programs; programs are made
up of activities; and activities consist of services.
The District primarily budgets at the activity
level. Starting in FY 20006, District law required
the presentation of selected agency budgets at the
service level. Service-level budgeting has value in
that it allows for greater clarity and transparency
in agency budgets by informing stakeholders
about the operations of government. See the
Service-Level Budgeting chapter within the
Special Studies volume for the service-level bud-
gets of agencies that fit the criteria established by
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Council. Table 2-1 identifies by appropriation
title which agency budgets are presented at the
service level in FY 2010.

Benchmarking & Performance
Collaboration
For the District, benchmarking is a comparison
between District agency programs and compara-
ble jurisdictions to assess performance and effi-
ciency. Benchmarking helps identify potential
program efficiencies by comparing them with
similar programs in comparable jurisdictions.
These jurisdictions are selected based on several
factors, which include size, similar service delivery
techniques, and proximity. Another benefit of
benchmarking is the development and fostering
of a culture of program management focused on
continuous improvement. The FY 2009 bench-
marking study incorporated higher level out-
comes into the benchmark listing and that prac-
tice is continued in FY 2010. Those benchmarks
published in previous years but deemed to have
limited value were withdrawn from the bench-
marking presentation. See the benchmarking
chapter within the Special Studies volume.
District agencies often collaborate on complex
projects. The Office of Planning, with support
from the City Administrator, is coordinating a
multiagency initiative that explores how shared
performance measures across agency lines could
better serve our neighborhoods. The Watts
Branch Stream Valley Capital Improvement Plan
(CIP) Pilot Project is a multi-agency effort to
coordinate neighborhood investment and
demonstrate how sustained investment in a desig-
nated geographic area (in this case, environmental
restoration of the park and stream valley) can
result in specific outcomes related to improved
health and economic well-being in the communi-
ty. See the chapter titled  “Pilot Study:
Performance Plan for Capital Improvements
Program”,  within  the  Special  Studies
volume for additional information.

Cost Driver Study

The Cost Driver project will bring the District a
new, systems-based dimension to financial and
management analysis, mainly volume counts (e.g.
number of meals served, number of applications

processed, etc.) that correspond to key cost com-
ponents of an agency. A reliable database of such
counts, integrated with the District accounting
system of record, will make possible the develop-
ment of unit cost trends (e.g. cost per service)
over time and relative to other organizations.
Unit cost trends and comparisons to unit volume
trends will help management to pinpoint cost
areas that require more research to explain causes
driving the trends and to compare actual costs
with projected costs based on actual utilization
levels. In FY 2009, 57 agencies, representing a gross
budget of $5.3 billion, were engaged in the study.

Information Systems

In FY 2004, the Office of Budget and Planning
developed the CFO$ource Executive Dashboard,
which brought financial information together in
one web-based application. The Dashboard pro-
vides agency heads, managers, and their staff with
a resource to aid their decision-making. This
application provides online standardized financial
reports from SOAR, the District’s financial sys-
tem of record. Analytic cubes allow users to view
high-level financial data while drilling down to
specific programs, activities, funds or object class-
es of cost within the operating, capital, and grants
budgets. Information related to budget, payroll,
procurement, and agency performance is current-
ly linked to the application.

Since its initial release, upgrades to
CFOS$ource have provided users with enhanced
managerial tools.  Recent, notable updates
include the “Dynamic Views” portion of the
Executive Dashboard application, which was
enhanced to include over 40 formatted templates
that are instantly available for ad hoc viewing and
analysis, and the addition of Cost Driver infor-
mation. In FY 2009 the Agency Operational
Dashboard (AOD) was launched. This module
further allows the user to cut through large
amounts of data in order to drill down to select-
ed data elements and present them graphically.

Budgeting in the District is done via the
WebForm Budget Formulation Application
(BFA) in CFOS$ource, which facilitates the entry
of budget data via the web, reduces manual
processes, allows for more accurate and timely
analysis, and strengthens internal controls. A ben-
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efit is the much improved position budgeting
module, which enhances position control across
the District by accurately forecasting future salary
and benefit costs per employee. The BFA was
recently upgraded to facilitate agency requests for
budgetary technical adjustments and program
enhancements and the database recordation of
budget changes from year to year. Use of the
CFOS$ource application has expanded to over
800 users.

Summary

While the projects within our strategic manage-
ment efforts are dynamic, the need to continue
expansion of our capabilities will not yield. Our
strategic management process must provide a
broad-based capability to provide timely financial
information to city leaders. Our efforts must
positively impact managements ability to
improve the effectiveness and efficiency of the
delivery of city services. This task is not without
challenges, but it is an achievable goal for a city
and government determined to achieve world
class status.

Table 2-1
Service-Level Budgets for the
FY 2010 Budget and Financial Plan

Governmental Direction and Support:
Office of the Attorney General (CB)
Office of the Chief Financial Officer (AT)
Office of the Chief Technology Officer (TO)
Office of the Inspector General (AD)
Office of Property Management (AM)

Public Safety and Justice:
Department of Corrections (FL)
Fire and Emergency Management Service (FB)
Homeland Security and Emergency Management Agency (BN)
Metropolitan Police Department (FA)
Office of Unified Communications (UC)
Office of Justice Grants Administration (FO)
Office of Victims Services (FE)

District Department of the Environment (KG)
Department of Motor Vehicles (KV)
Department of Public Works (KT)
Department of Transportation (KA)

Public Education
District of Columbia Public Schools (GA)
Office of the State Superintendent of Education (GD)
D.C. Public Library (CE)
Office of Public Education Facilities Modernization (GM)
Special Education Transportation (GO)

Economic Development and Regulation

Office of the Deputy Mayor for Planning and Economic
Development (EB)

Department of Housing and Community Development (DB)
Department of Employment Services (CF)

D.C. Commission on the Arts and Humanities (BX)
Department of Consumer and Regulatory Affairs (CR)
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Financial Plan

The Financial Plan projects the District’s results of operation for three
fiscal years beyond the proposed operating budgets of the General
Fund (comprised of Local funds, Dedicated Taxes and Special Purpose
Revenue funds) and the Federal and Private Resources Funds (com-
prised of Federal grants, Federal Payments, and Private Grants and
Donations) for the next fiscal year. The actual results for the prior fis-

cal year and the approved and revised budgets for the current fiscal year
are also included as context for FY 2010 through FY 2013 of the

financial plan.

The District uses the multi-year financial plan as a
working tool throughout the fiscal year to monitor
the impact of legislative proposals, programmatic ini-
tiatives, and economic changes on the District's near-
term fiscal outlook. This financial plan focuses on the
Proposed FY 2010 Budget and its impact on FY 2011
through FY 2013.

Below are line-item descriptions of the financial
plan elements. For explanatory purposes, the plan is
broken into two sections:
= Revenues; and
= Expenditures.

The numbering scheme noted below refers to the
line numbers on Tables 3-1, 3-2, 3-3, and 3-4.

Revenues

2. Taxes — This category includes property, sales,
income, and other taxes, which are projected by the
Office of Revenue Analysis. See the Revenue chapter
for details.

3. Dedicated Taxes — In Table 3-3, this line
includes 11 types of taxes dedicated to: (a) the
Neighborhood Investment Trust Fund; (b)
Comprehensive Housing Task Force Trust Fund; (c)
Housing Production Trust Fund; (d) Nursing Facility
Quality of Care Fund; (¢) Ball Park Fund; (f) the
School Modernization Fund; (g) the Healthy DC
Fund; (h) the District Department of Transportation’s
Unified Fund; (i) Convention Center Transfer Fund;
(j) Tax Increment Financing (TIF) Fund; and (k)
Highway Trust Fund.

3a. Neighborhood Investment Trust Fund: In
2004, District legislation created a Neighborhood
Investment Fund and a Neighborhood Investment
Program, which dedicates approximately $10 million
annually from personal property tax revenue to pay
for a variety of community revitalization development
purposes, including commercial, residential, and civic
uses for 12 priority neighborhoods.

3b. The Comprehensive Housing Task Force
Fund: The “Fiscal Year 2007 Budget Support Act of
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2006” established the Comprehensive Housing Task
Force (CHTF) Fund. A portion of the increase in the
deed tax revenue that comes from the increase in the
deed tax rates support this fund and a number of
affordable housing initiatives including rent supple-
ments, workforce housing and energy assistance. In
FY 2009, CHTF Fund was moved to the Local Fund
to better manage the use of these funds by several
agencies like Department of Human Services,
Department of Mental Health, and the District
Department of Environment.

3c. The Housing Production Trust Fund: The
Housing Production Trust Fund (HPTF) Second
Amendment Act of 2002 requires that 15 percent of
the District's Deed Recordation and Transfer Tax
Revenue be transferred to the HPTF annually. The
HPTF provides funds for the acquisition, construc-
tion and rehabilitation of affordable multifamily
housing projects.

3d. The Nursing Facility Quality of Care Fund:
The Healthcare Provider Tax imposes a 6 percent tax
on the Districts nursing homes. The legislation was
passed during 2004. All of the funds raised are desig-
nated to go to the Nursing Facility Quality of Care
Fund.

3e. Ballpark Fund: The “Ballpark Omnibus
Financing and Revenue Act of 2004” (the “Ballpark
Act”) provides for the creation of a Ballpark Revenue
Fund, into which the Chief Financial Officer of the
District (the “CFO”) is required to deposit “all
receipts from those fees and taxes specifically identi-
fied by any provision of District of Columbia law to
be paid into the fund and any rent paid pursuant to a
lease of the ballpark.” Those fees and taxes include the
Ballpark Fee, udlity taxes, stadium revenue and rent.
The Ballpark Revenue Fund pays for the debt service
on the District’s baseball stadium revenue bonds. See
the Revenue chapter for details.

3f. The School Modernization Fund: In FY
2006, the District enacted the “School
Modernization Financing Act of 2006,” which estab-
lished the Public School Capital Improvement Fund.
See Revenue chapter for details. Starting in FY 2009,
this fund has been recorded in the Dedicated Taxes
section to better portray the use of this fund.

3g. The Healthy D.C. Fund: The “Fiscal Year
2007 Budget Support Act of 2006”7, Section 15b,
established the Healthy DC Fund and Program. This
act states that all tax revenue derived from hospital
and medical services corporations, except for taxes
upon real estate and fees and charges provided for by
insurance laws of the District, shall be deposited into
the fund and used to finance health care and medical
services for qualifying individuals in the District of
Columbia. This fund will be administered by the
Department of Health Care Finance within the
District of Columbia.

3h. The District Department of Transportation
(DDOT). Pursuant to the D.C. Code, sales and use
taxes collected by the District for parking and storing
will be dedicated to the operations of the DDOT;
provided that any such revenues in excess of $30.0
million shall be deposited into the Highway Trust
Fund. Starting in FY 2009, this fund has been record-
ed in the Dedicated Taxes section to better portray the
use of this fund. A portion of this goes to debt service
on borrowing for DDOT Capital Projects.

3i. The Tax Increment Financing (TIF) Fund
and Community Benefit Fund (CBF). The TIF
fund records the transfer of certain sales and property
tax revenues from the District's General Fund to the
special revenue funds that pay debt service on TIF
transactions. The TIF method is used to assist in
financing economic development projects. The CBF
fund is a non-lapsing special revenue fund into which
incremental property tax revenues and sales tax rev-
enues of the D.C.Ballpark TIF Area are deposited.
This line makes visible the flow of dedicated revenues
through the General Fund. The funds are not new,
but the presentation is new in FY 2010. See the
Revenue Chapter for details on both sales and prop-
erty taxes collected for TIF/CBF transactions.

3j. The Convention Center Transfer Fund: This
fund records the transfer of certain sales tax revenues
from the Districts General Fund to the Walter E.
Washington Convention Center Authority. This
makes visible the flow of dedicated revenues through
the General Fund. The funds are not new, but the
presentation is new in FY 2010. See the Revenue
Chapter for details on sales tax collected for the
Convention Center.
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3k. The Highway Trust Fund: This fund records
the transfer of motor fuel tax revenues from the
District’s General Fund to the Highway Trust Fund.
This makes visible the flow of dedicated revenues
through the General Fund. The funds are not new,
but the presentation is new in FY 2010. See the

Revenue Chapter for details on motor fuel tax col-
lected for the Highway Trust Fund.

4. General Purpose Non-Tax Revenues. This line
includes revenue from licenses and permits, fines,
charges for services, and other revenue sources that are
not dedicated to particular purposes. See the Revenue
chapter for details.

5. Special Purpose (O-Type) Revenues. Special pur-
pose non-tax revenues, or O-Type or Other revenues,
are funds generated from fees, fines, assessments, or
reimbursements that are designated for use by the
District agency that collects the revenues to cover the
cost of performing the function. The designation of
the revenue for the use of the collecting agency is what
distinguishes this revenue from the general-purpose
non-tax revenues.

6. Transfer from the Lottery Board. This line reflects
the portion of D.C. Lottery and Charitable Games
Control Board revenue that is transferred to the
District's general fund.

7. Sub-total, General Fund Revenues. This line
reflects the sum of lines 1 through 6.

8. Bond Proceeds for Issuance Costs. This is the por-
tion of the bond proceeds that will be used to cover
the cost of issuing General Obligation (or Income Tax
Revenue) bonds.

9. Transfer from Federal and Private Resources.
This line reflects the movement of federal grant dol-
lars into Local funds to pay for certain indirect costs.

10. Transfer from Enterprise Fund. This line shows
the amounts transferred from the HPTF Special
Purpose Revenue fund to the General Fund to retire
debt in FY 2008. This transaction is better portrayed
through the dedicated taxes section of the financial
plan starting in FY 2009.

11. Transfer from Other. This line shows a CAFR
(Comprehensive Annual Financial Report) entry for
miscellaneous revenue in FY 2008. A reversal of a dis-
allowance by the Federal Health Resources Services
Administration (HRSA) of $1.4 million and funds
received from two legal settlements of $5.17 million
makes up the amount in FY 2009 Revised column.

12. Transfer from Capital Fund Balance. Funds
remaining from a capital project that are being trans-
ferred to the General Fund.

13. Fund Balance Use. This represents unexpended
funds that fell to the “bottom line”, or fund balance,
in prior years but which the District is proposing to
use in the current year. The General Fund Balance
includes Local funds (including dedicated taxes) that
finance transfers to other District funds, certain one-
time expenditures, and Special Purpose Revenues that
some agencies plan to spend from accumulated fund
balances.

13a. Conversion of Dedicated Tax to Local. In
Table 3-2, this line shows $12.7 million of the first
$30 million of sales and use tax collected for parking
and storing converted from the Highway Trust Fund
to non-dedicated local funds in accordance with the
“Fiscal Year 2009 Balanced Budget Support
Temporary Amendment Act of 2008”. Beginning in
FY 2009 Revised and going forward, the correspond-
ing amounts are part of the base revenue estimates.

13b. Conversion of Dedicated Healthy DC
Fund to Local. In Table 3-2, this line shows $8.5 mil-
lion from the Healthy DC Fund authorized to be
spent on purposes other than the Healthy DC
Program in accordance with the “Fiscal Year 2009
Balanced Budget Support Temporary Amendment
Act of 2008”. In the FY 2009 Revised Budget, the
corresponding amount is part of the base revenue esti-
mates. An additional amount of $13 million from the
Healthy DC Fund was converted to Local funds in
FY 2009 for the same purpose.

13c. Conversion of Nursing Quality of Care
Funds to Local. In Table 3-2, this line shows $16 mil-
lion Healthcare Provider taxes in the Nursing Quality
of Care fund converted to non-dedicated local funds.
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13d. Conversion of Community Benefit Fund
(CBF) to Local. In Table 3-2, this line shows $23.41
million of sales tax and property taxes from the DC
Ballpark TIF converted to non-dedicated local funds.

13e. Conversion of Special Purpose Revenue to
Local. In Table 3-2, this line shows Special Purpose
Revenue funds converted to local funds in accordance
with the “Fiscal Year 2009 Balance Budget Support
Temporary Amendment Act of 2008”.

13f. Fund Balance Use. In Table 3-2, this line
shows $426.6 million of fund balance use in FY 2008
as certified in the Districts Comprehensive Annual
Financial Report (CAFR). The FY 2009 Approved
Budget uses $117.3 million of local fund balance,
which includes $10.0 million of FY 2008 additional
certified revenues, $13.8 million available balance of
FY 2008 budgeted Operating Cash Reserve and
$93.5 million of prior year fund balance to finance
one-time expenditures. The FY 2009 Revised Budget
uses $238.0 million of local fund balance, which
includes the $117. 3 million in the FY 2009
Approved Budget, $86.7 million of FY 2008 CAFR
Unreserved Undesignated fund balance, $17.7 mil-
lion of planned holdover of FY 2008 revenues and
$16.3 million of the remaining FY 2008 Budgeted
Operating Cash Reserve. The FY 2010 Proposed
budget reflects the use of $14.5 million of fund bal-
ance which includes $8 million generated from
Congressional  changes to Emergency and
Contingency Reserve Fund requirements and $6.5
million derived from the sale of DC Village assets in
FY 2009. The FY 2011 Projected Budget uses $20.4
million of projected fund balance in FY 2010 reserved
for subsequent years expenditures. The FY 2012
Projected Budget uses $51.1 million of local fund bal-
ance which includes $28.4 million of projected fund
balance in FY 2010 reserved for subsequent years
expenditures, $12.4 million of fund balance designat-
ed for Integrated Services Fund, $7.6 million of fund
balance designated for Commodity Cost Reserve
Fund and $2.6 million remaining of FY 2008
Budgeted Operating Cash Reserve funds.

13g. Fund Balance Use: Neighborhood
Investment Trust. In Table 3-3, this line shows $7 mil-
lion in FY 2009 and $18.6 million in FY 2010 of the
dedicated tax funds from the Neighborhood

Investment Trust fund used for the purposes of the
fund.

13h. Fund Balance Use: the Ballpark Fund. In
Table 3-3, this line shows $6.5 million in FY 2009
Approved Budget and increased to $7.1 million in FY
2009 Revised Budget of the dedicated tax funds from
the Ballpark Fund used for the purposes of the fund.

13i. Fund Balance Use: Nursing Facility Quality
of Care Fund. In Table 3-3, this line shows $3.1 mil-
lion in FY 2010 of the dedicated taxes from the
Nursing Facility Quality of Care Fund used for the
purposes of the fund.

13j. Fund Balance Use. In Table 3-4, this line
shows total amount of fund balance use certified by
the Office of Revenue Analysis in the relevant fiscal
year for particular Special Purpose Revenue funds in
agencies

13k. Certified Resources not used. In Table 3-4,
this line shows the total amount of certified resources
not used by agencies in their particular funds and
returned to their relevant fund balances.

14. Revenue Proposals. This line reflects one-time
revenues in FY 2010 and proposed revenue changes
that are detailed in the Revenue chapter of this vol-
ume.

15. Total General Fund Resources — This line shows
the sum of the individual revenue and fund balance

items presented in lines 7 through 14 above.
16. Line intentionally left blank.

Expenditures (by Appropriation Title)
Lines 18 —23. These lines reflect agency expenditures
by appropriation title.

24. Financing and Other. This line includes
Repayment of Debt, Short-Term Borrowings,
Certificate of Participation, and other items in this
appropriation title that are not specifically shown in
lines 25 to 30.

25. Operating Cash Reserve. The requirement for
the District to budget for a cash reserve of $50.0 mil-
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lion each year, to provide budgetary stability in the
absence of the budgeted reserve, was eliminated after
FY 2003. The FY 2009 Approved Budget included
$46 million. This is eliminated in FY 2010 to FY
2013.

26. Subtotal, Operating Expenditures. This line
shows the sum of lines 19 through 25.

27. School Modernization Fund. This line reflects
the pay-as-you-go (paygo) transfer of gross sales tax
dedicated for the capital projects related to the School
Modernization Program beginning in FY 2007.
Starting in FY 2009, this fund is being recorded in the
Dedicated Taxes section to better portray the use of
this fund. In FY 2010 through FY 2013, bond
financing will be used instead of paygo to fund these
projects in the Capital Improvements Program.

28. Paygo Capital. In FY 2010, this line in Table 3-4
reflects the shift of stormwater project funding in the
District Department of Environment to capital pro-
jects.

29. Transfer to Trust Fund for Post-Employment
Benefits. This line reflects a transfer to reduce the
District's accumulated liability for health insurance
costs for retirees. These costs must be recognized
beginning in FY 2008 in accordance with the
Governmental Accounting Standards Board (GASB)
ruling on the treatment of such costs. The FY 2009
to FY 2013 amounts reflects a change in policy gov-
erning these funds.

30a. Transfer to HPTF Special Revenue Fund
(Enterprise Fund). This line in Table 3-3 reflects
transfers of dedicated tax revenues to the Housing
Production Trust Fund (HPTF) Special Revenue
Funds outside of the General Fund.

30b. Transfer to Baseball Revenue Fund (Enterprise
Fund). This line in Table 3-3 reflects transfers of ded-
icated tax revenues to the Baseball Revenue Fund
Special Revenue Funds outside of the General Fund.

31. Total General Fund Expenditures. This is the
sum of lines 26 through 30. This line is comparable
to prior year Financial Plans.

32a to d. TIF/CBE Transfer to Convention Center,
Highway Trust Fund and CHFE This is new in this
budget. To add greater transparency, the transfer of
(1) property and sales tax revenues to the TIF (Tax
Increment Financing, Community Benefit Fund and
PILOT — Payment in Lieu of Taxes funds) Enterprise
Fund; (2) sales tax revenues to the Convention Center
Enterprise Fund; (3) motor fuel and parking tax to
the Highway Trust fund and (4) sales tax to the
Community Healthcare Financing Fund (CHFF);
are now shown in Table 3-3, the Dedicated Taxes
Component of the Financial Plan. The Convention
Center and TIF transfers offset the revenues shown in
lines 3i and 3j, in Table 3-3. The Highway Trust
fund transfer includes revenues from a portion of
parking taxes and lines 3h and 3k. Line 32d in table
3-3 shows the amount of sales tax revenues transferred
to CHFF reducing the amount transferred to the
School Modernization Fund in FY 2009. This is part
of a fund swap to use Tobacco funds to cover Schools
Facilities Modernization capital costs.

33. Total transfer to TIE Convention Ctr, Highway
Trust and CHFE This is the sum of lines 32a to 32d
in table 3-3.

34. Total Expenditures and Transfers. This is the
sum of lines 31 and 32 in table 3-1 and lines 31 and
33 in table 3-3.

35. Operating Margin, Budget Basis. This is the dif-
ference between Total General Fund Resources and
Expenditures (line 15 minus line 34).

36. Line intentionally left blank.

37. Operating Cash Reserve. This line repeats line
25.

38. Emergency Cash Reserve Balance (2 percent,
formerly 4 percent). The District was required to
establish an Emergency Reserve, by the end of FY
2004, equal to 4 percent of the District's Local expen-
ditures. The requirement was satisfied in FY 2002.
In FY 2005, the requirement was changed to 2 per-
cent, and the base for the calculation was also

changed.
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39. Contingency Cash Reserve Balance (4 percent,
formerly 3 percent). The District was required to
establish a Contingency Reserve, by the end of FY
2007, equal to 3 percent of the District's Local expen-
ditures. The requirement was satisfied in FY 2002.
In FY 2005, the requirement was changed to 4 per-
cent, and the base for the calculation was also

changed.

40. Total cash reserves — operating, emergency &
contingency. This line reflects the cash reserves avail-
able during a given fiscal year.

Federal and Private Resources Fund:

* Federal Grants are grants the District receives
from federal agencies, including block grants, for-
mula grants, certain entitlements, and competi-
tive grants.

*  Federal Payments are direct appropriations from
the Congress to the District, usually to a particu-
lar District agency for a particular purpose.

* Federal Medicaid Payments are the federal share
of the District's Medicaid costs. Generally, the
federal government pays 70 percent of the cost of
Medicaid while the District pays 30 percent,
although the proportions differ in certain circum-
stances.

*  Private Grants are grants the District receives from
non-Federal sources. This category includes pri-
vate donations.

Table 3-5 displays a summary financial plan for the
Federal and Private Resources Fund. The line items
are as follows:

F1. Federal Grants. Federal grant awards received by
District agencies.

F2. Federal Payment/Contribution. Funding con-
tributed by the federal government for specific pro-
jects. These funds are restricted in use by the federal

government.

F3. Federal Stimulus package. Funding made avail-
able to the District of Columbia in the “American
Recovery and Reinvestment Act” of February 2009.

Lines F3a to ¢ shows the amounts expected for direct
budgetary relief in FY 2009 through FY 2011.

F4. Private Grants. Revenues received from private
grants.

F5. Federal and Private Resources. This line is the
sum of lines F1 through F4.

F6. Fund Balance Use. This line reflects amounts
previously contained in the fund balance that have
been released for use in the current year.

F7. Transfer to General Fund. This line represents
funds used to pay for indirect costs, as shown on line

13 of the General Fund financial plan.

F8. Total Federal and Private Resources. This is the
sum of lines F4 through F6.

F9. Line intentionally left blank.

F10.-F17. Agency Expenditures by Appropriation
Title. These items reflect agency expenditures by
appropriation title. The growth of expenditures in
the out-years is based on growth assumptions that are
discussed in the Operating Expenditures chapter.

F18. Total Federal and Private Resources Fund
Expenditures.

F19. Operating Margin, Budget Basis. This line
provides the difference between Total Federal and
Private Resources and Total Federal and Private
Expenditures.

F20. Line intentionally left blank.
F21. - F25. Fund Balance Calculations.

A Note on Intra-District Budgets:

Intra-District budgets represent agreements between
two agencies whereby one agency purchases services
from the other. The buying agency spends its own
budget (Local, Special Purpose Revenue, Federal, or
Private). The selling agency receives this expenditure
as intra-District revenue, establishes intra-District
budget authority, and spends against that authority to

provide the service.
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Table 3-1

FY 2010 - 2013 Proposed Budget and Financial Plan: GENERAL FUND

($ thousands)
FY 2008 FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Actual | Approved | Revised | Proposed | Projected| Projected | Projected
Revenues
2 Taxes 4,980,733 5,028,721 4,569,282 4,478,337 4524542 4,682,247 4,890,067
3 Dedicated Taxes 129121 233,027 217,157 421,506 457,761 472,967 495,821
4 General Purpose Non-Tax Revenues 385,747 332,498 339,841 335,178 330,122 327,564 332,830
5 Special Purpose (O-type) Revenues 448,972 453,612 446,294 454,380 445,288 454,805 452,650
6 Transfer from Lottery 70,300 71,000 70,300 65,775 65,775 65,775 65,775
7  Sub-total, General Fund Revenues 6,014,873 6,118,858 5,642,874 5,755,176 5,823,488 6,003,358 6,237,143
8  Bond Proceeds for Issuance Costs 16,216 15,000 15,000 15,000 15,000 15,000 15,000
9 Transfer from Federal and Private Resources 1,850 3497 3497 3497 3497 3497 3497
10 Transfer from Enterprise Fund 2512 0 0 0 0 0 0
11 Transfer from Other 1,938 0 6,570 0 0 0 0
12 Transfer from Capital Fund Balance 0 400 400 0 0 0 0
13 Fund Balance Use 473,383 226,428 470,136 106,636 20,443 51,109 0
14 Revenue Proposals 0 11,260 58,052 167,849 138,684 163,789 137,539
15 Total General Fund Resources 6,510,772 6,375,443 6,196,529 6,048,158 6,001,112 6,236,753 6,393,179
16
17 Expenditures (by Appropriation Title)
18  Governmental Direction and Support 372,071 401,676 397,145 373597 366,411 369,152 370,546
19 Economic Development and Regulation 398,179 337,153 366,225 304,973 235,860 239,053 238,855
20 Public Safety and Justice 1,044,463 1,013,226 1,008,730 1,020,191 1,015,266 1,026,200 1,035,858
21 Public Education System 1,447,460 1,431,099 1,415,724 1,380,531 1,388,012 1,442,520 1,467,612
22 Human Support Services 1,606,979 1,587,952 1,514,787 1,410,424 1,467,384 1,566,297 1,624,301
23 Public Works 563,778 602,285 598,205 579,215 563,206 581,906 597,851
24 Financing and Other 547,842 665,668 636,637 616,681 623,361 659,509 688,452
25 Operating Cash Reserve 0 46,000 0 0 0 0 0
26 Sub-total, Operating Expenditures 5,980,772 6,085,059 5,937,453 5,685,612 5659,500| 5,884,638 6,023,474
27 School Modernization Fund 0 106,000 68,860 0 0 0 0
28  Paygo Capital 140,737 19,014 2,946 2,984 0 0 0
29 Transfer to Trust Fund for Post-Employment Benefits 110,907 81,100 81,100 90,700 96,700 103,200 110,200
30 Transfer to Enterprise Funds - HPTF and Baseball
Revenue Fund 86,986 82,819 66,402 45,120 40,385 45,679 40,979
31 Sub-Total General Fund Expenditures
and Transfers 6,319,402 6,373,992 6,156,761 5,824,416 5,796,585|  6,033517 6,174,653
32 Transfer to TIF/CBF, Convention Center, Highway
Trust Fund and CHFF 0 0 37,140 168,808 203,810 202,475 213,190
34 Total Expenditures and Transfers 6,319,402 6,373,992 6,193,901 5,993,224 6,000395| 6,235992 6,387,843
35 Operating Margin, Budget Basis 191,370 1,451 2,628 54,934 ni7 761 5,336
36
37 Operating Cash Reserve 0 46,000 0 0 0 0 0
38 Emergency Cash Reserve Balance (2%, formerly 4%) 103,379 103,591 103,750 107,225 110,967 112,053 113,150
39  Contingency Cash Reserve Balance (4%, formerly 3%) 226,859 226,859 228,056 217,274 225,098 227616 230,163
40 Total Cash Reserves - Operating, Emergency
and Contingency 330,238 376,450 331,806 324,499 336,065 339,669 343313

Notes:

Line 13 - Fund balance use in FY 2010 includes $8 million from withdrawal of excess funds in the Emergency & Contingency Reserve Funds, due to over funding in light of the District's reduced

expenditure target.

Line 27 - Paygo for School Moderization Funds is in the Dedicated Taxes portion of the Financial Plan in FY 2009. From FY 2010, bond financing will be used to fund these projects in the Capital

Improvement Program.

Line 32 - This is new in FY 2010. To add greater transparency, the transfer of sales tax revenues to the Convention Center Enterprise Fund, property and sales tax revenues to TIF (Tax Increment
Financing) and PILOT (Payment of Lieu of Taxes) Enterprise Fund, motor fuel tax to the Highway Trust fund is now shown in Table 3-3.
Line 35 - FY 2010 Proposed Budget Operating Margin includes $48.85 million reserved for subsequent years expenditure leaving a true Local Fund Operating Margin of $4.75 million.
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Table 3-2

FY 2010 - 2013 General Fund - Local Funds Component

($ thousands)
FY 2008 FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Actual |Approved | Revised | Proposed | Projected | Projected |Projected
Revenues
2 Taxes 4,980,733 5,028,721 4,569,282 4,478,337 4524542 4,682,247 4,890,067
4 General Purpose Non-Tax Revenues 385,747 332,498 339,841 335,178 330,122 327564 332,830
6  Transfer from Lottery 70,300 71,000 70,300 65,775 65,775 65,775 65,775
7  Sub-total, Local Fund Revenues 5,436,780 5432219 4979423 4,879,290 4,920,439 5,075,586 5,288,672
8  Bond proceeds for Issuance Costs 16,216 15,000 15,000 15,000 15,000 15,000 15,000
9  Transfer from Federal and Private Resources 1.850 3497 3497 3497 3497 3497 3497
10 Transfer from Enterprise Fund (HPTF) for Debt Service 2512 0 0 0 0 0 0
11 Transfer from Other 1,938 0 6,570 0 0 0 0
12 Transfer from Capital Fund Balance 0 400 400 0 0 0 0
13a Conversion of Dedicated Parking Tax to Local 0 12,700 0 0 0 0 0
13b Conversion of Dedicated Healthy DC Fund to Local 0 8,500 13,000 0 0 0 0
13c Conversion of Nursing Quality of Care Funds to Local 0 0 16,000 0 0 0 0
13d Conversion of Community Benefit Fund (CBF) to Local 0 0 23,409 0 0 0 0
13e Conversion of Special Purpose Revenue Fund
Balance to Local 0 1825 78,5% 1,800 0 0 0
13f Fund Balance Use 426,550 117,260 237,964 14,450 20,443 51,109 0
14 Revenue Proposals - - Misc. 0 0 62,294 319,946 262,137 294,535 282,406
15 Total Local Fund Resources 5,885,846 5,597,401 5,436,153 5,233,983 5,221,516 5,439,721 5,589,575
16
17 Expenditures (by Appropriation Title)
18  Governmental Direction and Support 344,402 349,268 344,737 311,154 310,531 312,142 313,792
19 Economic Development and Regulation 224192 181,745 210817 130,431 91,802 92221 92,650
20 Public Safety and Justice 976,359 942,350 938,129 931,795 936,160 945,496 955,515
21 Public Education System 1,440,831 1,398,680 1,383,305 1,359,696 1,369,367 1,423,498 1,448,675
22 Human Support Services 1,576,683 1,539,501 1,466,336 1,352,452 1,410,075 1,508,406 1,566,541
23 Public Works 408,984 419,393 415,313 400,602 399,999 415,704 432,326
24 Financing and Other 547,842 624,150 594,986 603,555 606,165 638,299 664,540
25 Operating Cash Reserve 0 46,000 0 0 0 0 0
26 Sub-total, Operating Expenditures 5,519,293 5,501,087 5,353,623 5,089,685 5,124,099 5,335,766 5,476,039
28 Paygo Capital 139,488 14,714 946 0 0 0 0
29 Transfer to Trust Fund for Post-Employment Benefits 110,907 81,100 81,100 90,700 96,700 103,200 110,200
34 Total Local Fund Expenditures and Transfers 5,769,688 5,596,901 5,435,669 5,180,385 5,220,798 5,438,964 5,584,238
35 Operating Margin, Budget Basis 116,158 500 484 53,598 M8 763 5337

Notes:

Line 13 - Fund balance use in FY 2010 includes $8 million from withdrawal of excess funds in the Emergency & Contingency Reserve Funds, due to over funding in light of

the District's reduced expenditure target.

Line 35 - FY 2010 Proposed Budget Operating Margin includes $48.85 million reserved for subsequent years expenditure leaving a true Local Fund Operating Margin of $4.75

million.
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Table 3-3
FY 2010 - 2013 General Fund - Dedicated Taxes Component

($ thousands)
FY 2008 FY 2009 FY 2009 FY 2010 FY 2011 FY2012 | FY 2013
Actual | Approved | Revised | Proposed | Projected | Projected |Projected
Revenues
3a Dedicated Taxes for the Neighborhood Investment Trust 11,977 10,000 10,000 10,000 10,000 10,000 10,000
3b Dedicated Taxes for Comprehensive Housing Trust Fund 24194 0 0 0 0 0 0
3c_Dedicated Taxes for Housing Production Trust Fund 40,589 38,775 22,358 17,900 18,092 21,074 23,289
3d Dedicated Taxes for Nursing Facility Quality of Care Fund 0 11,000 11,000 11,000 11,000 11,000 11,000
3e Dedicated Taxes for the Ballpark Fund 46,397 43,552 42,906 43,081 43,867 44,895 45,696
3f Dedicated Taxes for the School Modemization Fund 0 106,000 106,000 112,360 119,102 130,279 138,308
3g Dedicated Taxes for the Healthy DC Fund 5,964 6,400 7593 17,486 17,486 17,486 17,486
3h Dedicated Taxes for DDOT 0 17,300 17,300 27,389 30,378 31,393 32433
3i Dedicated Taxes for Tax Increment Financing (TIF)
and Community Benefit Fund (CBF) 0 0 0 69,063 90,144 84,500 90,431
3] Dedicated Taxes for Convention Center 0 0 0 93,054 97,055 101,229 105,581
3k Dedicated Taxes for Highway Trust Fund 0 0 0 20,173 20,637 21111 21,597
71 Sub-total, Dedicated Taxes 129,121 233,027 217,157 421,506 457,761 472,967 495,821
13g Fund Balance Use: Neighborhood Investment Trust 0 6,998 6,998 18,576 0 0 0
13h Fund Balance Use: the Ballpark Fund 0 6,492 7138 0 0 0 0
13i Fund Balance Use: Nursing Facility Quality of Care Fund 0 0 0 3,064 0 0 0
14 Revenue Policy Proposals 0 0 (2,167) (158,293) (149,185) (156,480) (170,603)
15 Total Dedicated Taxes 129,121 246,517 229126 284,853 308,575 316,487 325219
16
17 Expenditures (by Appropriation Title)
18 Governmental Direction and Support 0 0 0 0 0 0 0
19 Economic Development and Regulation 39,623 16,998 16,998 21,164 6,800 6,800 6,800
20 Public Safety and Justice 0 0 0 0 0 0 0
21 Public Education System 0 0 0 0 0 0 0
22 Human Support Services 3932 16,449 16,449 25,764 28,486 28,486 28,486
23 Public Works 0 11,420 11,420 13,000 15,000 15,000 15,000
24 Financing and Other 0 9,580 9713 9,661 14,095 18,047 20,763
26 Sub-total, Operating Expenditures 43,555 54,447 54,580 69,589 64,381 68,333 71,049

(Continued on next page)
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Table 3-3 (Continued)

FY 2010 - 2013 General Fund - Dedicated Taxes Component

($ thousands)
FY 2008 FY 2009 FY 2009 FY 2010 FY 2011 FY2012 | FY 2013
Actual | Approved | Revised | Proposed | Projected | Projected |Projected
27 Paygo to School Modernization Capital Fund 0 106,000 68,860 0 0 0 0
28 Paygo Capital 0 2,300 0 0 0 0 0
30a Transfer to HPTF Special Revenue Fund (Enterprise Fund) 40,589 32,775 16,358 13,039 10,518 10,784 10,283
30b Transfer to Baseball Revenue Fund (Enterprise Fund) 46,397 50,044 50,044 32,081 29,867 34,895 30,696
31 Sub-tetal Dedicated Taxes Expenditures
and Transfers 130,541 245,566 189,842 114,709 104,766 114,012 112,028
32a Transfer to TIF/CBF 0 0 0 45992 75,540 68,542 73,379
32b Transfer to Convention Center 0 0 0 93,054 97,055 101,229 105,581
32c Transfer to Highway Trust Fund 0 0 0 29,762 31,215 32,704 34,230
32d Transfer to Community Healthcare Financing Fund (CHFF) 0 0 37,140 0 0 0 0
33 Total transfer to TIF/CBF, Convention Ctr,
Highway Trust and CHFF 0 0 37,140 168,808 203,810 202,475 213,190
34 Total Dedicated Taxes Expenditures and Transfers 130,541 245,566 226,982 283517 308,576 316,487 325219
35 Operating Margin, Budget Basis (1,420) 951 2144 1,336 0 0 0

Notes:

Line 27 - Paygo for School Modernization Funds is in the Dedicated Taxes portion of the Financial Plan in FY 2009. From FY 2010, bond financing will be used to fund these projects in the Capital

Improvement Program.

Line 32 - This is new in FY 2010. To add greater transparency, the transfer of sales tax revenues to the Convention Center Enterprise Fund, property and sales tax revenues to TIF (Tax Increment

Financing) and PILOT (Payment of Lieu of Taxes) Enterprise Fund, motor fuel tax to the Highway Trust fund is now shown in Table 3-3, the Dedicated Taxes Component of the Financial Plan.

FY 2010 Proposed Budget and Financial Plan: Executive Summary
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Table 3-4

FY 2010 - 2013 General Fund - Special Purpose Revenue Component

($ thousands)
FY 2008 FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Actual | Approved Revised | Proposed |Projected |Projected | Projected
Revenues
5 Special Purpose (O-type) Revenues 448,972 453,612 446,294 454,380 445,288 454,805 452,650
7 Sub-total, Special Purpose Revenue Funds 448,972 453,612 446,294 454,380 445,288 454,805 452,650
13} Fund Balance Use 46,833 77524 87,031 72,623 0 0 0
13k Certified Resources not used 0 (10,871) 0 (3,877) 0 0 0
14 Revenue Proposals/Policy Proposals 0 11,260 (2,075) 6,196 25,732 25,734 25,736
15 Total Special Purpose Revenue Funds 495,805 531,525 531,250 529,322 471,020 480,539 478,386
16
17 Expenditures (by Appropriation Title)
18 Governmental Direction and Support 27,669 52,408 52,408 62,443 55,880 57,010 56,754
19 Economic Development and Regulation 134,364 138410 138410 153,378 137,258 140,032 139,405
20 Public Safety and Justice 68,104 70,876 70,601 88,396 79,106 80,704 80,343
21 Public Education System 6,629 32419 32419 20,835 18,645 19,022 18937
22 Human Support Services 26,364 32,002 32,002 32,208 28,823 29,405 29,274
23 Public Works 154,79 171,472 171,472 165,613 148,207 151,202 150,525
24 Financing and Other 0 31,938 31,938 3,465 3,101 3,163 3,149
26 Subtotal, Operating Expenditures 417,924 529,525 529,250 526,338 471,020 480,539 478,386
28 Paygo Capital 1,249 2,000 2,000 2,984 0 0 0
34 Total Special Purpose Revenue Funds
Component of General Funds 419173 531,525 531,250 529,322 471,020 480,539 478,386
35 Operating Margin, Budget Basis 76,632 0 0 0 0 0 0
Financial Plan
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Table 3-5
FY 2010 - 2013 Federal and Private Resources Financial Plan

($ thousands)

FY 2008 FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013

Actual | Approved Revised | Proposed |Projected |Projected | Projected

Revenues
F1 Federal Grants 1,618,971 2,208,567 1,853,717 2,351,932 2482479 2,493,363 2,591,046
F2  Federal Payment/Contribution 81,029 89,874 156,874 199,022 133,721 133,721 133,721
F3  Federal Stimulus package:
F3a State Fiscal Stabilization Fund 0 0 17,900 71,600 0 0 0
F3b Medicaid FMAP Increase 0 0 131,500 147,700 39,900 0 0
F3c Foster care\Adoption Assistance - Title IVE 0 0 2,400 2,400 600 0 0
F4  Private Grants 14,285 5418 5418 4,660 4,743 4,828 4915
F5 Subtotal, Federal & Private Resources 1,714285 | 2303859 2,167,809 2,771,314 2,661,443 2,631,912 2,729,682
F6  Fund Balance Use 14,736 0 0 0 0 0 0
F7  Transfer to General Fund 0 (3,497) (3,497) (3,497) (3,497) (3,497) (3,497)
F8 Total Federal & Private Resources 1,729,021 2,300,362 2,164,312 2713817 2,657,946 2,628,415 2,726,185
F9
F10 Expenditures (by Appropriation Title)
F11 Governmental Direction and Support 24,621 25,196 25,196 28,280 27,751 27,319 27,508
F12 Economic Development and Regulation 100,379 99,928 99,929 115,456 104,743 95,410 95,905
F13 Public Safety and Justice 56,239 262,997 260,871 264,897 260,149 255,997 256,116
F14 Public Education System 195,051 269,828 174,728 358,726 303,740 255,875 256,295
F15 Human Support Services 1,357,969 1,580,356 1,580,356 1,950,366 1,918,560 1,962,290 2,058,672
F16 Public Works 22,653 23232 23232 56,092 43,003 31,526 31,689
F17 Financing and Other 11,215 38,825 0 0 0 0 0
F18 Total Federal & Private Expenditures 1,768,127 2,300,362 2,164,312 2713817 2,657,946 2,628,415 2,726,185
F19 Operating Margin, Budget Basis (39,106) 0 0 0 0 0 0
F20
F21 Beginning Federal & Private Fund Balance 134,249 83,794 83,794 83,794 83,794 83,794 83,794
F22 Operating Margin, Budget Basis (39,106) 0 0 0 0 0 0
F23 Projected GAAP Adjustments (Net) 3,387 0 0 0 0 0 0
F24 Fund Balance Use (14,736) 0 0 0 0 0 0
F25 Ending Federal & Private Fund Balance 83,794 83,794 83,794 83,794 83,79 83,79 83,794

FY 2010 Proposed Budget and Financial Plan: Executive Summary
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Revenue

Introduction

This chapter presents the revenue outlook for the
District of Columbia’s General Fund for the FY 2009
to FY 2013 period. Since revenues are affected by the
performance of the D.C. economy, this chapter
includes a discussion of the economic outlook for the
District of Columbia.

The first part of the chapter includes a description
of the revenue-estimating assumptions for both the
short run (FY 2009 and FY 2010) and over the
longer term (FY 2011 — FY 2013). The chapter then
turns to the outlook for the specific sources of revenue
that flow to the General Fund. These include various
tax and non-tax sources, as well as special purpose
non-tax sources, which consist of fees, fines, assess-
ments, and reimbursements dedicated to the District
of Columbia agency that collects the revenues. For
each General Fund revenue source a description of
that revenue source is provided, along with a discus-
sion of factors affecting the revenue being generated
by that source.

This chapter also provides information on special
funds financed by certain tax revenues. These dedi-
cated tax revenues, which are not available for gener-
al budgeting, are transferred to the following funds:
Convention Center, Tax Increment Financing, the
Ballpark Fund, the Highway Trust Fund, the District
Department of Transportation’s Unified Fund, the
School Modernization Fund, the Housing
Production Trust Fund, the Comprehensive Housing
Task Force Fund, the Neighborhood Investment
Fund, the Nursing Facility Quality of Care Fund and
the Healthy DC Fund.

! See FY 2009 Proposed Budget and Financial Plan, Volume 1, appendix to the Revenue Chapter.

The chapter concludes with a description of the
procedures used to estimate revenue, followed by a
presentation of additional detail on what the District
of Columbia taxes and collects, and how much rev-
enue these taxes and non-tax revenues yield.

D.C. Code § 47-318.01(b) requires the Chief
Financial Officer to prepare, on a biennial basis a tax
expenditure budget that estimates the revenue loss to
the District government from each tax expenditure
for the current fiscal year and the next two fiscal years.
The tax expenditure budget was included in last year’s
document and therefore is not included in this one.!

Summary
The revenue outlook for this years Budget and
Financial Plan is strongly influenced by two factors:
(1) the severe national recession that began in
December 2007, and (2) D.C.’s real estate markets.
How deep the national recession will be and how
long it will last are very uncertain, but as of May
2009 it is the longest, and probably the deepest,
recession since the 1930s. The revenue forecast
assumes the District will be significantly affected by
the national recession, with resulting deterioration in
local source revenues. The federal government’s pres-
ence may provide an important element of stability
to the District’s economy, but many downside risks
remain due to national financial market problems
and difficulties in sectors such as real estate, hospital-
ity, organizations, and professional and business ser-
vices.

The FY 2009 estimate of $5.04 billion in total

local source revenue net of dedicated taxes and fees”

Revenue
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represents a $286.5 million (5.4%) decline from FY
2008. (See Table 4-1.) The $5.20 billion estimate for
FY 2010 is an increase of $157.6 million (3.1%) from
FY 2009. Revenue growth declines in 2011 (a 0.3%
decrease).

The FY 2009 through FY 2013 revenue estimates
are affected by several policy initiatives. The policy
initiatives, which add $62.3 million to the unrestrict-
ed FY 2009 estimate and $319.9 million to the FY
2010 estimate are spelled out in the Policy Proposals
section later in the chapter. Baseline local revenues
(i.e. total revenues including dedicated revenues, but
excluding the effects of policy proposals) are forecast
to decline in FY 2009 by $381.4 million (6.1%)
compared to actual FY 2008 revenues, and to decline
by an additional $65.6 million (1.1%) in FY 2010

The decline in revenues in FY 2009 follows five
years of revenue increase. From FY 2003 to FY 2008
total unrestricted General Fund revenue grew a total
of $1,659 million, or 45.2 percent. During this time
dedicated General Fund revenue grew much more
rapidly than unrestricted revenue. Dedicated General
Fund revenue increased by $619 million over the five
years, a 143 percent increase.

This chapter discusses only local source revenues. It
should be noted, however, that in FY 2009, FY 2010,
and FY 2011 the District will receive an estimated total
of at least $409 million to help balance the budget from
the special stimulus activities of the federal government
pursuant to the American Recovery and Reinvestment
Act 0f2009. In addition, the District expects to receive
$188 million in operating grants, and other funds will

Table 4-1
Actual and Estimated General Fund Revenues for FY 2005 —FY 2011: Unrestricted
and Dedicated
FY 2005 | FY 2006 | FY 2007 |FY 2008 |FY 2009 | FY 2010 | FY 2011
Actual Actual | Actual | Actual Est. Est. Est.
Unrestricted General Fund Revenue
Baseline estimate ($M) 4466.0 46525 | 5,188.1 53282 | 49794 48793 49204
Policy initiatives ($M) 62.3 3199 262.1
Total unrestricted revenue ($M) 4,466.0 46525 | 51881 | 53282 | 50417 51992 51825
Change from prior year ($M) 4036 186.5 535.6 1400 | (286.5) 1576 (16.7)
% change from prior year 99 42 115 27 (5.4) 31 0.3)
Dedicated Revenue
Baseline estimate ($M) 458.2 586.1 7377 8739 8413 8759 903.0
Policy initiatives ($M) (17.5) (152.1) (123.5)
Total dedicated revenue ($M) 4582 586.1 7317 8739 8238 7238 7795
Change from prior year (M) 129.1 1279 151.6 136.3 (50.1) (100.0) 55.7
% change from prior year 392 27.9 259 185 (5.7) (12.1) 7.7
Total Revenue
Baseline estimate ($M) 4,924.1 52386 | 59258 | 62021 | 58208 5,755.2 58235
Revenue initiatives ($M) 448 167.8 138.6
Total revenue ($M) 49241 52386 | 59258 | 62021 | 58655 59230 5,962.1
Change from prior year (M) 5326 3144 687.2 276.3 (336.6) 576 39.1
% change from prior year 121 64 131 47 (5.4) 1.0 07

Source:

0OCFO. Unrestricted General Fund revenue consists of tax and non-tax revenue available for appropriation that has not been dedicated for a particular purpose. Dedicated revenues are tax and non-tax receipts (including “O-type” funds) dedicat-

ed to the Convention Center, Tax Increment Financing, the Ballpark Fund, the Highway Trust Fund, the District Department of Transportation’s Unified Fund, the School Modemization Fund, the Housing Production Trust Fund, the Comprehensive
Housing Task Force Fund, the Neighborhood Investment Fund, the Nursing Facility Quality of Care Fund, the Healthy DC Fund, and other purposes. The baseline estimate is the revenue estimate transmitted in the June 22, 2009 letter to the
Mayor and Council (except for “O-type” revenues which are not included in the revenue estimate letter). For details of each revenue type see Table 4-19. Policy initiatives are detailed in Table 4-19, Exhibit B. The fiscal years shown in this table

differ from those shown in latter tables in order to highlight the comparison between the last 4 actual fiscal years and the years 2009 through 2011. To facilitate comparison on a consistent basis, Table 4-1 reflects adjustments to the way some

items are classified in FY 2008 and FY 2009 in Table 4-19 .

2 Revenues after the dedication of revenue for the Convention Center, Tax Increment Financing, the Ballpark Fund, the Highway Trust Fund, the District Department of Transportation’s Unified
Fund, the School Modemization Fund, the Housing Production Trust Fund, the Comprehensive Housing Task Force Fund, the Neighborhood Investment Fund, the Nursing Facility Quality of

Care Fund and the Healthy DC Fund. The dedicated revenue number includes “0" type revenues.

FY 2010 Proposed Budget and Financial Plan
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be available for capital projects and for D.C. entities not
funded by this budget. These funds, which are in addi-
tion to the federal grants that the District has normally
received each year, offset a portion of the reduction in
local source revenues that are estimated to occur in FY

2009 and FY 2010.

The Economic Qutlook

The U.S. economy was determined by the National
Bureau of Economic Research to have entered a recession
in December 2007, the 11th since World War II. May
2009 marked the recessions 17th month making this
recession the longest since the 1930s; the two longest to
this point were those which began in 1973 and 1981 and
which each lasted 16 months.

As this budget was being prepared, the national
economy continued to deteriorate. U.S. employ-
ment in the quarter ending March 2009 was 4.2 mil-
lion (3.1%) below March 2008. The 6.1 percent
annual rate of contraction of inflation-adjusted GDP
that occurred in the first quarter of calendar year
2009 was the third quarter in a row with negative
growth and the second in a row with growth less than
-6.0 percent. National credit and equity markets con-
tinue to experience great difficulties. The stock mar-
ket ended March 2009 3.4 percent below the end of
December 2008 and 38.1 percent below a year earli-
er. Credit has tightened, investment is down, and
unemployment is rising. Nationally, the sales prices
of existing houses are declining.

As indicated, the FY 2010 Budget and Financial
Plan takes into account the national economic slow-
down and its expected adverse impact on the District of
Columbia economy and revenues. In the past, when the
U.S. economy has slowed the Districts economy has
also. This happened in the early 1990’ and again before
the 2001 recession. In both instances D.C. revenues were
adversely affected. The bursting of the stock market
bubble in 2001 was the most significant reason for the
decline in D.C. revenues in FY 2003.

The District of Columbia economy is already expe-
riencing impacts from the national recession. In the
quarter ending in March 2009 the number of
employed D.C. residents was 13,845 less (-4.5%) than
a year earlier; unemployment rose by 59.7 percent and
the unemployment rate hit 9.7 percent. In the March
quarter the level of wage and salary employment in the

District was 8,100 (1.2%) greater than a year earlier.
However, job growth has been slowing in recent
months. Seasonally adjusted employment in March
2009 was 0.4 percent less than six months earlier. At
the end of March 2009 there was 1.1 percent less com-
mercial office space occupied than had been the case a
year earlier. The OFHEO house price index for the 4th
quarter of 2008 showed the value of single family
homes in the District had declined 6.0 percent from a
year earlier.

The current revenue forecast assumes D.C. eco-
nomic conditions will continue to deteriorate: employ-
ment and wages edge downward, commercial office
vacancies rise, real property transfers slow down, and
construction projects are delayed. The stock market is
expected to lose more ground in FY 2009, and the
average selling price of homes is expected to decline in
FY 2009. The estimating assumptions for FY 2009 and
FY 2010, respectively, include a gain of 0.4 percent and
aloss of 0.4 percent in total jobs, and growth of Personal
Income of District residents of 0.8 percent in FY 2009
and 0.9 percent in FY 2010. In the 4th quarter of 2009,
the stock market is expected to be 14 percent lower than
itwas a year earlier. In FY 2010, the average selling price
of homes is expected to increase by just 0.7 percent com-
pared to FY 2009.

In the first seven months of FY 2009 collections in
several taxes experienced notable slowing compared to
the same period of FY 2008. Corporate Income taxes
were down 15.3 percent, the Unincorporated Business
Income tax was down 34.8 percent, Deed taxes were
down 46.5 percent, collections for the non-withhold-
ing portion of the Individual Income tax (primarily
declarations related to capital gains) were down 95.6
percent, and the General Sales tax was virtually the
same as last year. A sign of encouragement can be
found in the gain of 3.5 percent that occurred in col-
lections for withholding for the Individual Income tax.

According to the Nelson A. Rockefeller Institute of
Government, in the first calendar quarter of 2009 state
tax revenue (adjusted for legislative tax changes and
inflation) declined by 14.0 percent compared to the
same quarter in 2008.% In the first quarter of 2009, the
Districts major state-type taxes (general sales, individ-
ual income, and corporate franchise) decreased by an
inflation-adjusted 10.5 percent compared to the same

Revenue
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Table 4-2

Actual and Estimated General Fund Taxes (before fund dedication) for FY 2005 —FY

2011: Major Taxes and Other Taxes

FY2005 | FY2006 | FY 2007 FY 2008 | FY 2009 FY2010 | FY 2011
Actual Actual Actual Actual Est. Est. Est.
Major tax revenue
Baseline estimate ($M) 37417 40146 4,589.0 47673 44116 43485 44294
Policy initiatives ($M1) (2.0) 486 320
Total major tax revenue ($M) 37417 40146 4589.0 47673 4,409.6 4,397.1 44614
Change from prior year ($M) 408.7 2729 5744 178.3 (357.7) (12.5) 64.2
% change from prior year 123 7.3 14.3 39 (7.5) 0.3 15
All other tax revenue
Baseline estimate ($M) 507.3 4795 5336 529.7 552.8 551.3 552.9
Policy initiatives ($M) 0 16.4 135
Total all other taxes ($M) 507.3 4795 5336 5297 552.8 567.7 566.4
Change from prior year ($M) 357 (27.8) 54.1 (3.9) 230 149 (1.3)
% change from prior year 76 (5.5) 11.3 0.7) 43 27 0.2)
Total tax revenue
Baseline estimate ($M) 42490 4,494 51226 5297.0 4964.3 4,899.8 49823
Policy initiatives ($M) (2.0) 65.0 455
Total all taxes ($M) 42490 44941 51226 52970 4962.3 4.964.8 5,027.8
Change from prior year ($M) 4445 2451 6285 1744 (334.7) 25 62.9
% change from prior year 1.7 58 14.0 34 (6.3) 01 1.3

Source:0CFO. Major taxes are: real property taxes, general sales and use tax, individual income tax, corporate and unincorporated business franchise taxes, and deed taxes (deed recordation,

deed transfer, and economic interest taxes). The baseline estimate is the revenue estimate transmitted in the June 22, 2009 letter to the Mayor and Council. For details of each tax category

see Table 4-19. Policy initiatives are detailed in Table 4-19, Exhibit B. The fiscal years shown in this table differ from those shown in latter tables in order to highlight the comparison between

the last 4 fiscal years and the years 2009 through 2011. To facilitate comparison on a consistent basis, Table 4-2 reflects adjustments to the way some items are classified in FY 2008 and FY

2009 in Table 4-19.

quarter in 2008. Total D.C. tax collections (unadjust-
ed for inflation) were also down by 9.4 percent in the
first half of FY 2009 compared to the comparable peri-
od of FY 2008.

Major Taxes

The unique status of the District of Columbia, which
has both local and state government responsibilities,
means its revenue system draws from a broad range
of tax sources. The different ways these sources are
connected to the economy help to explain the pat-
tern of revenue change as the unfolding recession
affects both FY 2009 and FY 2010.

In FY 2008, 90.0 percent of all D.C. tax revenues
(including all dedicated taxes) were derived from
these major taxes: the real property tax, the general
sales tax, the individual income tax, business income

taxes, and taxes on real estate transactions. As dis-

cussed below, based on their relationship to the econ-

omy, these taxes fall into three groups:

m the general sales tax and withholding (derived
principally from monthly flows of transactions
and earnings);

m  the real property and deed taxes (derived from the
assessed value of real property and real property
transactions); and

m  business income taxes and the non-withholding
part of the individual income tax (derived princi-
pally from profits and changes in the value of
financial assets).

General sales tax and withholding for individual
income tax. These taxes are most directly connected
to employment and earnings in the economy. From

3 Lucy Dadayan and Donald J. Boyd, Personal Income Tax Revenue Declined Sharply in the First Quarter, Nelson A. Rockefeller Institute of Government, May 13, 2009.

FY 2010 Proposed Budget and Financial Plan
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Table 4-3

Actual and Estimated General Sales and Individual Income Tax Withholding for FY

2005 —FY 2011
FY2005 | FY 2006 | FY 2007 FY 2008 FY2009 | FY 2010 | FY 2011
Actual Actual Actual Actual Est. Est. Est.
Baseline estimate
General Sales Tax ($M) 861.1 9089 960.0 1,015.2 9839 9879 1,025.7
Withholding for the Individual
Income Tax ($M) 918.7 9705 974.8 994.9 999.2 9985 1,017.7
Subtotal ($M) 1,779.8 1,879.4 19348 2,010.1 1,983.2 1,986.4 20435
Policy initiatives ($M) - 335 253
Total ($M) 1,7798 18794 1,934.8 2,010.1 1,983.2 2,019.9 2,068.8
Change from prior year ($M) 1710 996 55.3 754 (26.9) 36.7 489
% change from prior year 106 29 39 (1.3) 1.9 24

Source: OCFO. Revenues for withholding estimated by the Office of Revenue Analysis. The baseline estimate is the revenue estimate transmitted in the June 22, 2009 letter to the Mayor and
Council. Policy initiatives are detailed in Table 4-19, Exhibit B. Amounts include dedicated funds. To facilitate comparison on a consistent basis, Table 4-3 reflects adjustments to the way some

items are classified in FY 2008 and FY 2009 in Table 4-19.

FY 2006 to FY 2008 the general sales tax and with-

holding portion of the individual income tax grew by

$130.7 million (7.0%), accounting for:

m  37.9 percent of total tax revenue (before fund ded-
ication) in FY 2008; and

m  16.7 percent of total tax growth from FY 2006 to
FY 2008.

In FY 2009 and FY 2010 these taxes are expected to
increase by $9.8 million. This contrasts sharply with a
net decline of $333.1 million in total tax revenue over
these two years.

Real property and deed taxes. Rising real estate assess-
ments and the increase in the value of real property
transactions were a major source of the Districts

extraordinary revenue growth through FY 2007, and

the real property tax continued to grow in FY 2008
even as deed transactions taxes (deed transfer, deed
recordation, and economic interest taxes) declined.
For FY 2009 and FY 2010, however, both the real
property tax and the deed taxes are a major reason for
declining local revenues. From FY 2006 to FY 2008
real property and deed transaction taxes increased by
$482 million (31.8%), accounting for:

m 37.7 percent of total tax revenue (before fund

dedication) in FY 2008;

m (1.7 percent of total tax revenue growth from FY

2006 to FY 2008.

In FY 2009 and FY 2010 these taxes will decrease
by $76.7 million (3.8%). That these taxes are no
longer an engine of growth for District revenues rep-
resents a major change in the District’s revenue pic-

Table 4-4

Actual and Estimated Real Property and Deed Tax Revenues

for FY 2005 —FY 2011
FY 2005

FY 2006
Actual Actual

FY 2007 | FY2008 | FY2009 | FY2010 | FY 2011
Actual Actual Est. Est. Est.

Baseline estimate

Real property tax ($M) 1,060.6 1,1538 1,4487 16730 1,803.2 1,781.3 1,743.7
All deed taxes ($M) 3476 4439 3232 167.0 1334 1312
Subtotal ($M) 14082 1514.2 18926 1,996.2 1,9702 19148 18748
Policy initiatives (§ M) (1.0) 47 (1.2)
Total ($M) 1,408.2 15142 1,892.6 1,996.2 1,969.2 1,9195 1,873.7
Change from prior year ($M) 1075 3784 1035 (27.0) (49.7) (45.8)
% change from prior year 83 250 55 (1.4) (2.5) (2.4)

Source:  OCFO. Revenues for withholding estimated by the Office of Revenue Analysis. The baseline estimate is the revenue estimate transmitted in the June 22, 2009 letter to the Mayor
and Council. Policy initiatives are detailed in Table 4-19, Exhibit B. Amounts include dedicated funds. To facilitate comparison on a consistent basis, Table 4-4 reflects adjustments

to the way some items are classified in FY 2008 and FY 2009 in Table 4-19.
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ture. (It should be noted that an additional decline of
$45.8 million (2.4%) in this source of revenues is
expected in FY 2011 as well.)

In FY 2007 the assessed market value of all tax-
able property in the District (before the application of
any caps or credits) for taxes collected in those years
increased 26.8 percent, and grew by another 14.5
percent for FY 2008. For FY 2009, the assessed mar-
ket-value of real property (which is based on proper-
ty values as of January 1, 2008) is an estimated 12.0
percent higher than the prior year, and assessed values
for FY 2010 (which are based on property values as of
January 1, 2009) are expected to fall by 1.3 percent.
Deed tax collections are expected to continue to fall
through FY 2011 due to the falling total value of sales
of residential and commercial property.

Business income and non-withhelding part of the

individual income tax. 4

These taxes are connected to the most volatile parts of
the national and District economies— the stock mar-
ket, credit markets, and corporate and unincorporat-
ed business profits. These taxes provided a more than
proportionate share of the revenue growth in the FY
2006 to FY 2008 period, and in turn are another con-
tributor to the slowdown in revenues in Fiscal Years
2009 and 2010. From FY 2006 to FY 2008 business
income and the non-withholding part of the individual

income tax increased by $140.1 million (22.6%),

accounting for:

m 144 percent of total tax revenue (before fund
dedication) in FY 2008; and

m  17.9 percent of total tax revenue growth from FY

20006 to FY 2008.

In FY 2009 and FY 2010 these taxes are expected
to decrease by $301.4 million (39.6%). The decline in
these taxes is the driving force for the absolute decline
in revenue during the two fiscal years.

The capital gains portion of the individual
income tax received in a fiscal year depends on
changes in the stock market occurring at the end of
the calendar year which falls in the first quarter of a
fiscal year. Thus, FY 2009 revenues reflect the fact
that in December 2008 the U.S. stock market (as
measured by the Standard & Poor’s 500 Index) was
39.1 percent below a year earlier. The 2010 revenue
forecast assumes that the stock index will decline
another 14.0 percent by the end of December 2009.

Risks

As indicated, how much the economy will slow and for
how long is unknown. The May 2009 Blue Chip
Economic Indicators report, which summarizes the
forecasts of 50 private sector economists for the period
through 2010, expects real GDP to again contract in the
current quarter that ends in June with the growth rate

Table 4-5

Actual and Estimated Business Income Taxes and Non-withholding for the
Individual Income Tax for FY 2005 —FY 2011

FY 2005 | FY 2006 | FY 2007 | FY 2008 | FY 2009 | FY 2010 |FY 2011
Actual Actual | Actual | Actual Est. Est. Est.
Baseline estimate
Non-withholding for individual
income tax ($M) 2413 263.1 3390 3479 113.1 709 85.6
Corporate income tax ($M) 1955 215.3 2555 286.2 237.3 252.1 2824
Unincorporated business income tax (M) 116.9 142.6 167.0 126.9 107.8 1244 143.0
Subtotal (§M) 5537 6209 7616 761.0 4582 447 4 511.1
Policy initiatives ($M) (1.0) 12.1 95
Total ($M) 553.7 6209 7616 7610 4572 4595 5206
Change from prior year ($M) 1303 67.2 1406 (0.6) (303.7) 23 61.1
% change from prior year 308 121 226 0.1) (39.9) 05 133

Source: OCFO. Non-withholding for the individual income tax, estimated by ORA, consists of declarations, payments with returns, refunds, and fiduciary returns. The baseline estimate is the
revenue estimate transmitted in the June 22, 2009 letter to the Mayor and Council. Policy initiatives are detailed in Table 4-19, Exhibit B. To facilitate comparison on a consistent
basis, Table 4-5 reflects adjustments to the way some items are classified in FY 2008 and FY 2009 in Table 4-19.

* The non-withholding part of the individual income tax consists of declarations, payments with retums, refunds, and fiduciary retums.
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scaling up over the next year. The level of economic
activity, which peaked in the second quarter of 2008, is
not expected to be reached again until some time in CY
2011. “The year-over-year contraction in real GDP this
year is now expected to equal the decline registered in
1982 that was the largest in the post World War IT era.” >
The high degree of uncertainty in the economy is
reflected in the unusually large variation in the opin-
ions among the economists surveyed by the Blue
Chip Indicators.

A national downturn more severe than is now
currently anticipated is a major risk to the District’s
current revenue forecast. A more severe recession,
with its consequent impact on the District tax bases,
could adversely affect revenues derived from resident
wages, tourism, construction, and real property trans-
actions and, if accompanied by a further fall in the
stock market and corporate profits, smaller payments
and unusually large refunds for individual income
and business income taxes. Another risk is that further
deterioration in the economy and in credit markets
could adversely affect residential or commercial real
property values more than has already been assumed.
Because real property tax collections in one fiscal year
reflect economic conditions two years earlier, most of

the additional decreases in property values, should

they occur, will be reflected in FY 2011 or FY 2012
revenues rather than in FY 2009 or FY 2010.

One of the stabilizing factors in the District’s
economy is the presence of the federal government.
Possible changes to the pattern of federal expendi-
tures are, however, also a significant source of uncer-
tainty—either positive or negative—for the District’s
tax base. In FY 2007 federal spending in D.C. for
wages, benefits, procurement, and grants to the
District government was $43.5 billion. Federal
employment accounts for about 27 percent of all
D.C. jobs and almost 1/3 of all wages and salaries,
and many more people are employed as a result of
contracting (procurement awards in D.C. totaled
$14.7 billion in FY 2007). Security concerns arising
out of 9/11 and the Iraq war have resulted in large
increases in government spending that benefited the
Wiashington D.C. area. Federal economic stimulus
activities in FY 2009 and FY 2010 may prove to
have a similar effect on the Districts economy,
although it is not known at the present time how
they will affect the size of the federal presence in the
District. Furthermore, efforts to reduce federal
spending over the next few years in areas unrelated to
economic stimulus could dampen growth in the
District of Columbia.

Table 4-6

Selected U.S. Economic Indicators, CY 200704 — 200901

(Percent change from same calendar year quarter of previous year unless noted)

200704 200801 200802 200803 200804 200901

GDP

Real 2.3 25 2.1 0.7 08 2.6

Nominal 49 47 41 33 1.2 05
Employment (wage and salary) 09 05 -01 -04 -15 -31
Income

\Wages 49 36 35 32 16 03

Total Personal Income 56 43 50 38 22 09
Inflation (CPI) 40 41 44 53 16 0.0
S & P 500 (Level) 1494 1353 1372 1252 910 193

Change from Prior Quarter 02 95 14 8.7 213 -12.8

Change from Prior Year 75 5.1 8.3 -16.0 -39.1 4.4
Interest Rate (10-yr. Treasuries) 43 36 39 38 32 2.1
Source: Bureau of Economic Analysis, Bureau of Labor Statistics, and Yahoo financial.
5 Blue Chip Economic Indicators, Aspen Publishers, May 10, 2009.
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Economic Assumptions for the FY 2010-
2013 Revenue Estimates and Financial
Plan

The U.S. Economy

As indicated earlier, a number of recent indicators

show that the national economy is in the midst of a

severe recession. According to the U.S. Bureau of

Economic Analysis, U.S. Real Gross Domestic

Product in the quarter ending March 31, 2009, was

2.6 percent less than the same quarter a year earlier.

Nominal Gross Domestic Product was 0.5 percent

lower than a year earlier. (See Table 4-6.) In the quar-

ter ending March 31, 2009, national employment
was down 3.1 percent, and wage and salary earnings
were down 0.3 percent from the prior year.

For guidance, the survey of the economic factors
affecting the District’s revenue base uses forecasts of
the U.S. economy prepared by the Congressional
Budget Office (CBO) and the Blue Chip Economic
Indicators, along with those of two forecasting ser-
vices, Global Insight and economy.com, that also
make forecasts of the District’s economy.

Highlights of the forecasts for the United States
economy are:

m  Slower GDP growth. In real terms, economic
growth is forecast by Blue Chip Economic
Indicators to decline 2.9 percent in FY 2009, the
greatest fiscal year decline since the negative 2.7
percent change in 1982. Blue Chip forecasts a
modest 0.8 percent increase in FY 2010. Growth
rates in nominal GDP for the U.S. are expected
by Blue Chip Economic Indicators to be -0.8 per-
cent in FY 2009 and 2.3 percent in FY 2010.

m  Slower growth in wages and salaries. According to
the CBO, wage and salary growth will be 0.4 per-
cent in FY 2009 and 1.5 percent in FY 2010,
compared to 3.8 percent in FY 2008.

w  Inflation will fall in FY 2009. According to the
Congressional Budget Office, the Consumer
Price Index (CPI), is expected to increase 0.5 per-
cent in FY 2009, and rise by 1.4 percent in FY
2010.

m  Interest rates remain low. The interest rate on 10-

year Treasury securities is expected to be below FY
2008’s average rate (4.0 percent). According to
the Blue Chip Economic Indicators, the rate will
be 3.0 percent for FY 2009 and 3.4 percent in FY
2010.

m  Swck market decline. Neither the Blue Chip
Economic Indicators nor CBO provide a stock
market forecast. The stock market declined by
39.1 percent in the last quarter of CY 2008 com-
pared to a year earlier. Global Insight expects the
stock market to decline another 14.0 percent by
the end of CY 2009. The Financial Plan adopts
the Global Insight estimate of the stock market.

m  Falling corporate profits. CBO forecasts that the
economic profits of corporations will fall by 9.7
and 1.6 percent in Fiscal Years 2009 and FY
2010, respectively, following a 5.3 percent decline
in FY 2008. The revenue impact would tend to
lag the period when profits are earned, and CBO
forecasts reductions in federal corporate income
tax receipts in Fiscal Years 2009, 2010, and 2011.

The District of Columbia Economy

As already noted, the outlook for the District of

Columbia assumes that the District will be adversely

affected by the national economic recession and the

turbulence in U.S. financial markets. The forecast
assumes that the District will experience a recession
and that measures such as jobs and personal income
will be affected by what happens nationally. The fore-
cast also assumes that there will be no sharp cutback
in government spending that affects the D.C. area,
and that the contraction already being experienced in

the real estate markets will continue into FY 2010.
The economic assumptions underlying the rev-

enue outlook are provided in Table 4-7. For the most

part, these are based on forecasts made in January by

Global Insight and economy.com.6 These assump-

tions include:

n  Slower growth in D.C.s nominal Gross Domestic
Product.” Growth rates in FY 2009 and FY 2010
are projected to be 0.3 percent in FY 2009 and
zero in FY 2010, a sharp decline from the 6.1 per-
cent growth for FY 2008. Real GDP is expected to

6 Relatively severe recession scenarios were used. ORAS methodology for preparing the economic forecast is explained in ORA's draft briefing note.

7" D.C.'s Gross Domestic Product, formerly called Gross State Product, is the value added in production by the labor and property located in the District and is a measure of

the gross output of all industries in D.C.

8 Personal income is a measure of before-tax income received by all persons in a state. It is the total of net eamings by place of residence, rental income, personal dividend income, personal
interest income, and transfer payments. Wages and salaries are the biggest component of personal income. Health and other employee benefits are also a significant component.
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Table 4-7

Estimated Key Variables for the D.C. Economy for the Forecast Period,

FY 2007 —FY 2013

FY 2007 FY 2008 | FY 2009 FY 2010 FY 2011 FY2012 | FY 2013
Actual Actual Est. Est. Est. Est. Est.
Gross State Product (nominal; billions of §) 92.21 97.81 98.13 98.17 102.09 107.69 112.64
5.9% 6.1% 0.3% 00% 40% 55% 46%
Personal Income (billions of §) 36.14 38.14 38.44 38.77 3991 4142 4327
6.9% 55% 08% 09% 30% 38% 45%

Wages and Salaries of DC Residents
(billions of $) 194 20.3 202 20.3 210 218 227
7.3% 50% -08% 05% 36% 4.0% 4.3%
Population (thousands) 5875 591.3 594.1 596.3 597.6 538.9 601.2
04% 06% 05% 04% 02% 02% 04%
Households (thousands) 255.1 256.6 2578 2587 2592 2596 260.6
04% 06% 05% 03% 02% 02% 04%
At-place Employment (thousands) 691.7 7025 7055 7025 7101 7202 1217
08% 1.6% 04% -04% 1.1% 1.4% 1.0%
Civilian Labor Force (thousands) 3258 3320 3299 3297 3334 3349 336.2
1.8% 1.9% -0.6% 00% 1.1% 04% 04%
Resident Employment (thousands) 307.8 3107 297.2 296.3 304.0 309.3 3138
22% 1.0% -4.4% -0.3% 26% 1.8% 1.4%
Unemployment Rate (percent) 55 6.4 99 10.1 8.8 16 6.7
Housing Starts 1,895 613 282 317 378 833 1,377
Housing Stock (thousands) 2837 2858 2878 2891 2902 2927 2952
Sale of Housing Units 9,800 7581 7,296 7,989 8,871 9,364 9,547
-9.3% -22.6% -38% 95% 11.0% 56% 20%
Average Housing Price ($) 612,000 612,300 569,400 573,200 580,000 590,000 604,900
6.5% 0.0% -7.0% 0.7% 12% 1.7% 2.5%

Washington Area CPI (% change

from prior year) 25 5.1 04 10 22 22 22
Interest Rate on 10-year Treasury Notes (%) 47 39 29 28 36 5.7 65
Change in S&P Index of Common Stock (%)* 75 -39.1 -14.0 15.2 193 107 72

* Change in S and P 500 Stock Index is the change from the 4th quarter to the 4th quarter on a calendar year (rather than fiscal year) basis. For example, the value in FY 2008 is the % change from CY 2007.4 to CY 2008.4.

Sources: Estimated by the D.C. Office of Revenue Analysis based on forecasts of the D.C. and national economies prepared by Global Insight (May 2009) and Economy.com (May 2009); on forecasts of the national economy

prepared by the Congressional Budget Office (January 2009) and Blue Chip Economic Indicators (May 2009); on Bureau of Labor Statistics labor market information from April 2009; on Bureau of Economic Analysis

estimates of D.C. personal income (December 2008); on Census Bureau estimates of D.C. population (December 2008); on D.C. housing sales data (April 2009) from the Metropolitan Regional Informational Systems
(MRIS), accessed through the Greater Capital Area Association of Realtors (SCAAR); and on D.C. Office of Planning information on housing construction activity (which included occupied units that have been or are
being rehabilitated; Winter 2008). The actual housing information in this table is based on Global Insight data that includes non-brokered sales.

decline by 1.0 percent in FY 2009 and another 0.5
percent in FY 2010.

Decline in jobs located in D.C. The number of
jobs in the District in FY 2009 is expected to
show a net increase of 3,000 (0.4 percent) in FY
2009, then decrease by 3,000 (0.4 percent) in FY
2010. The gain in FY 2008 was 10,800 jobs (1.6
percent).

n Slower growth of personal income.® The growth

rate in FY 2009 is expected to slow to 0.8 percent
in FY 2009, and to 0.9 percent in FY 2010. This
contrasts sharply with the 5.5 percent increase in
FY 2008. Increases in the number of households
residing in D.C. will continue to contribute to
the Districts personal income levels.

9 the table, the number of sales and average price of residential real estate is measured by the average selling price of single family and condominium units as reported by Global Insight.
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m  Lower inflation by 2009. The Financial Plan assumes

that the increase in the D.C. Consumer Price Index
will fall to 0.4 percent in FY 2009, rising to 1.0 per-
cent in FY 2010. The rate in FY 2008 was 5.1 per-
cent.

Declining home sales and prices. The number of
housing sales (the combined total of single family
and condominium units) and average selling price
are projected to continue to decline through FY
2009, and then begin to increase in FY 2010 when
the market stabilizes.”

m  Commercial office space. Sales levels and total value

of sales in the commercial real estate market are
also expected in FY 2009 and FY 2010 to be below
the level of FY 2008.

Households and resident employment rise. In FY
2009, the D.C. labor force is expected to decline
by 0.6 percent and, combined with a rise in the
unemployment rate, result in a 4.4 percent reduc-
tion in employed residents. The Financial Plan
assumes estimated households in FY 2009 of
257,800, up 1,200 (0.5 percent) from FY 2008,

Table 4-8
Percent Change in Wage and Salary Employment in D.C., the Washington
Metropolitan Area, and the U.S., CY 200704 — 200901

(Percent change from same calendar year quarter of previous year unless noted)

200704 200801 200802 200803 200804 200901
Total Employment
DC 12 09 18 24 13 12
us 09 05 0.1 04 -16 31
Metro Area 0.8 0.6 0.8 0.8 0.0 03
Private Sector
DC 15 06 18 24 16 13
us 08 03 03 0.8 20 38
Metro Area 06 0.1 0.4 03 04 07
Source: Bureau of Labor Statistics.
Table 4-9
D.C. Wage and Salary Employment by Sector in the Quarter Ending March 31, 2009
Change from one year ago
Sector Level Amount Percent
Government +2,000 +09
Federal Government 193,867 +2,600 +14
Local Government 39,000 -600 -15
Private Sector 46,133 +13
Professional and Business 151,000 933 06
Information and Financial 47,000 2,533 5.1
Education and Health 107,933 +7,367 +7.3
Trade and Hospitality 80,633 +2,567 +3.3
Organizations and Other Services 64,567 +933 +15
All Other 17,733 -1,267 6.7
Total 701,733 +8,133 +1.2

Note: Percent changes calculated from un-rounded numbers; detail may not add to totals due to rounding.

Source: Bureau of Labor Statistics.
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and 258,700 in FY 2010 (up another 900 or 0.3
percent). The unemployment rate is expected to
rise t0 9.9 percent in FY 2009 and to 10.1 percent
in FY 2010.

Employment
As already noted the forecast for wage and salary jobs
located in D.C. is for a decrease of 0.4 percent in FY
2009 and an increase of 0.4 percent in FY 2010.
Employment in the District continued to grow
through the first quarter of CY 2009. (See Table 4-8.)
Of the 8,133 net annual increase in employment that
occurred in that quarter, education and health services,
and the federal government accounted for the largest
gains. (See Table 4-9.)

Trade and hospitality are important sources of
employment and tax revenue. In the quarter ending

March 31, 2009, these sectors added 2,567 jobs, a 3.3

percent gain. (See Table 4-9.) In that quarter, which
included the Presidential Inauguration, revenues
earned from guests by hotels were up 12.0 percent
from a year earlier. (See Table 4-10.)

Wages and Salaries

Wages and salaries earned in the District of Columbia
are expected to grow by 2.3 percent in FY 2009 and
by 0.5 percent during FY 2010, down from the 4.9
percent increase in FY 2008. (See Table 4-11.)

D.C. Real Estate Markets

As noted earlier, the assessed value of real estate has
slowed during FY 2009 and is expected to decline in
FY 2010. Assessments for these years, which incorpo-
rate changes in value and new construction that have
already occurred, are now substantially complete. The
value of residential and commercial sales in both FY

Table 4-10
Hospitality Sector Indicators for the Quarter Ending March 31, 2009
Change from one year ago
Level Amount Percent
Hotel Occupancy Rate (percent) 67.8 02 0.3%
Hotel Room Rate ($) $226.81 $22.01 107%
Amount Spent for Hotel Stays (millions of $) $364.1 $39.0 12.0%

Note: Percent changes calculated from un-rounded numbers.

Source: Smith Travel Research.

Table 4-11

Growth in Wages and Salaries in D.C., the Washington Metropolitan Area, and the

U.S., FY 2006 — FY 2008

(Percent change from the prior year)

FY 2006 FY 2007 FY 2008
Wages and Salaries
DC
Eamed in DC 53 56 49
Eamed by DC Residents 8.2 73 50
usS 6.0 59 38
Washington Metropolitan Area 59 56 42
Sources: Bureau of Economic Analysis, Personal Income by State. Washington Metropolitan Area estimated by Economy.com.
Revenue
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Table 4-12

D.C. Residential Real Estate Transactions, FY 2006 — FY 2008

FY 2006 FY 2007 FY 2008
Level
Sales 8227 8,020 6,277
Value of Transactions (millions of §) $4.459.8 $4.277.1 $3,4339
Percent Change from Prior Year
Sales -16.0% 25% -21.7%
Value of Transactions -10.5% -41% -19.7%

Note: Data include both single family and condominium units.

Source: Metropolitan Regional Information System (MRIS) accessed through the Greater Capital Area Association of Realtors.

2009 and FY 2010 are also expected to be lower than
the FY 2008 level.

Residential Markets

In FY 2009 the number of housing sales is expected to
decrease about 3.8 percent, following a 22.6 percent
decline in FY 2008, continuing a decline in the num-
ber of sales that began in FY 2005. Indeed, the level of
sales forecast for FY 2009 is about 56.0 percent of the
peak level reached in FY 2004. The number of sales is
expected to begin a series of pickups in FY 2010 and
each of the following years. The revenue forecast

assumes that the average price of units sold is expected
to decline by 7.0 percent in FY 2009 and increase by
0.7 percent in FY 2010. (See Table 4-7) When it
becomes evident that the recession is ending, anticipat-
ed gains in D.C. employment and wages, together
with the strength of federal government activity and
public confidence about safety and other city services,
should continue to make the D.C. location attractive
for households that prefer not to be committed to a
long daily commute.

In the quarter ending March 31, 2009, the average
selling price in the single family residential market was

Table 4-13

Single Family and Condominium Home Sales for the Quarter Ending March 31, 2009

Change from one year ago

Sector Level Amount Percent
Single Family

Units Sold 790 55 75%

Average Price $532,850 -$141913 21.0%

Median Price* $367,500 -$163,500 -30.8%
Total Value of Transactions (millions of §) $421.0 -$75.0 -151%
Condominium

Units Sold 575 -86 -13.0%

Average Price $457,000 +368,431 +17.6%

Median Price® $360,000 +5,250 +1.5%
Total Value of Transactions (millions of §) $262.8 +$5.9 +2.3%

Note: *Median price is for calendar year 2009 through March 31, 2009.

Source: MRIS, accessed through the Greater Capital Area Association of Realtors.
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Table 4-14

D.C. Area Office Vacancy Rates, CY 2007Q1, 2008Q1, 2009Q1

D.C. No. Virginia Suburban MD Metro Area
March 31, 2007 76% 9.8% 10.2% 9.2%
March 31, 2008 6.5% 11.3% 11.0% 9.7%
March 31, 2009 8.3% 12.9% 12.8% 11.4%

Note: Data are for the end of the quarter.

Source: Delta Associates (includes sublet space).

down 21.0 percent from the same quarter of 2008.
Average selling prices of condominium units, however,
increased by 17.6 percent. (See Table 4-13.)

The price conditions in the residential market
reflects high inventory (in the fourth quarter of CY
2008 the ratio of inventory to sales contracts was 6.5,
about 50 percent more than the FY 2007 ratio of 4.15)
and the effects of foreclosure activity. There is consid-
erable unsold inventory in the condominium market
and a significant number of units are still under con-
struction. In the first quarter of 2009 the ratio of active
listings to contracts was 7.51, compared to 3.88 in FY
2007. Delta Associates reports that as of March 31,
2009, there were 1,578 condominiums and 4,864
apartment units under construction in the District of
Columbia, and 1,626 additional new condominiums
and 4,383 additional apartment units that could be
built by some time in CY 2011.

Commercial Real Estate Markets

In the quarter ending March 31, 2009, the invento-
ry of commercial office space was up by 1.01 million
square feet (0.8 percent) from the prior year, and the

vacancy rate (including space for sublet) rose to 8.3
percent (low compared to the rest of the nation) from
the 6.5 percent level of March 31, 2008. (See Table
4-15.)

The District remains a top commercial office mar-
ket in the nation as a result of a strong office tenant
base comprised of the federal government, the legal
sector and large associations. This tenant base has been
a source of growth since 2001 for commercial office
space demand and commercial real estate investment.
However the amount of leased commercial office
space in the District of Columbia actually decreased
by 0.8 percent from the first quarter of CY 2008 to
the first quarter of CY 2009, and problems in the
credit markets have resulted in a sharp decrease of
property sales. In its March 31, 2009 report on the
D.C. office market, Delta Associates noted that pri-
marily due to new construction already underway, by
March 2011 the percentage of space that is vacant will
rise to about 12.9 percent, slightly above the then
average level for the metropolitan area as a whole
(about 12.5 percent).

As reflected in Deed Taxes, the amount of proper-

Table 4-15
Commercial Office Space in the District of Columbia,
200701, 2008Q1, 200901
(Million square feet unless otherwise indicated)
Mar. 31, 2007 Mar. 31, 2008 Mar. 31, 2009

Inventory 119.72 123.75 124.76

Vacancy Rate (no sublet) 6.7 58 73

Vacancy Rate (with sublet) 76 6.5 8.3
Under Construction 6.19 869 8.80
Net Increase in Leased Space from Prior Year +3.86 +4.91 -093
Note: Data are for the end of the quarter.
Source: Delta Associates.
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Table 4-16

Value of Real Property Transferred or Transfer of Economic Interest in Real

Property, CY 200704 - 2009Q1

200704 200801 200802 200803 200804 200901
Value of Property sold or interest
transferred sales (billions of $)
Deed Transfer 2.37 208 154 2.04 143 0.75
Economic Interest 1.73 0.34 0.16 0.26 028 0.00
Total 4.09 243 1.70 230 1" 0.76
Percent Change from same quarter of Prior Year
Deed Transfer -154 12 578 -39.7 -39.6 638
Economic Interest 7701 818 693 229 -83.7 997
Total 36.6 -38.6 -59.2 -38.2 -58.2 -689

Sources: Office of the Chief Financial Officer. Calculated by ORA from Deed Transfer Tax and Economic Interest Tax Collections.

ty transferred, either by outright transfer of the deed or
by transfer of economic interest has been somewhat
volatile from quarter to quarter. In the first quarter of
CY 2009, however, the total value of property subject
either to taxes on outright transfer or on transfer of
economic interest was $0.76 billion, a 68.9 percent
drop from the same quarter of 2008. (See Table 4-16.)

Population and D.C. Labor Market

For the quarter ending March 31, 2009, the Districts
labor force declined by 1,897 persons compared to the
same quarter of 2008. (See Table 4-17.) The number of
employed residents fell by 13,845 (4.5%) compared to
the prior year, as the unemployment rate rose to 9.7 per-
cent, and the number of unemployed residents
increased by 11,947 (59.7%) to a level of 31,955. The
number of unemployed in this quarter was comparable
to the levels reached in the downturn of the 1990.

The U.S. Bureau of the Census shows, in a report
dated December 2008, that the Districts population
grew steadily over the past four years. The population in
July 2008 was estimated to be 591,833, an increase of
3,965 (0.7 percent) from 2007 and 19,774 (3.5 per-
cent) from the 2000 Census count of 572,059.

The FY 2010 Budget and Financial Plan anticipates
that housing construction and renovation, together
with improvements in city services and amenities, will
continue to attract more households to the District even
as the economy slows down.

Longer Term (Fiscal Years 2011-

2013)

In looking further ahead to FY 2011 to FY 2013, the
expectation for the Budget and Financial Plan is that
the period of severe recession will have passed, both
nationally and in the District of Columbia. Gross

Table 4-17
Labor Force, Resident Employment, and Unemployment in Quarter Ending
March 31, 2009
Change from one year ago

Level Amount Percent
Labor Force 328,387 -1,897 -06
Resident Employment 296,432 -13,845 45
Resident Unemployment 31,955 +11,947 59.7
Unemployment Rate 97 +3.7

Source: Bureau of Labor Statistics.
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Table 4-18

D.C. Tax Revenue (including revenue initiatives and before earmarking) and D.C.
Personal Income, FY 2005 to FY 2013 (estimated)

(Percent change from prior year)

FY2005 | FY2006 | FY 2007 | FY 2008 |FY 2009 |FY 2010 | FY 2011 FY 2012 FY 2013

Actual Actual Actual Est. Est. Est. Est. Est. Est.

Tax Revenue 1.7 58 14.0 34 63 00 13 40 39
D.C. Personal Income 95 8.2 6.9 55 0.8 09 30 38 45

Source: OCFO/OTR, U.S. Bureau of Economic Analysis, 0CFO/ORA
Forecasts of Tax Revenue and DC Personal Income are from ORA's June 2009 Revenue Estimate

State Product growth is expected to average about 4.7
percent per year, Personal Income 3.7 percent per
year, and close to 8,400 additional jobs will be added
each year. Inflation is expected to drift upward (CPI
increases by about 2.2 percent each year), interest
rates rise modestly (to a 6.5 percent rate for 10-year
Treasury securities), and the stock market grows at a
steady pace (a gain of about 15.0 percent per year
over the 3-year period).

In the years 2011 through 2013, 2,588 new
housing starts are anticipated, and 1,900 houscholds
will be added. In the FY 2011 to FY 2013 period it
is also anticipated that the residential housing market
will show signs of recovery, although not returning to
the surging prices and sales of the FY 2003 to FY
2005 period.

For the years FY 2011 through FY 2013 tax rev-
enues (before earmarking) are expected to grow at a
rate somewhat below that of D.C. Personal Income,
primarily because the recovery of real property taxes
occurs only with a lag and the increase in the value of
real property sales will not reach levels achieved prior
to the recession.

Revenues
The chapter now turns its focus to District of
Columbia revenues. Table 4-19 reports estimated
revenue by revenue source for the period FY 2009 to
FY 2013, along with actual FY 2008 revenues. Tables
4-36 and 4-37, at the end of this chapter, provide
information on year-to-year percentage and absolute
changes in revenue.

Figure 4-1 shows the actual FY 2008 distribution
of local revenues net of dedicated taxes by the source
of the revenue.

Specific Revenue Sources
Property Taxes
Real Property Tax

Real Property in the District

The District divides all taxable properties into three
separate tax classes depending on the use of the real
property. The three real property classes in the
District are residential (Class 1), commercial (Class 2)
and vacant/abandoned (Class 3). The District taxes
real property based on 100 percent of assessed value
and taxes each class with a different tax rate. The
District’s total real property tax base had an assessed
value of $143.0 billion in 2008. Taxable residential
value, 38.6 percent of all property value in the
District, amounted to $81.4 billion in 2008, an
increase of 11.3 percent from 2007. Taxable nonresi-
dential value (commercial and vacant/abandoned),
29.2 percent of all property value, amounted to
$61.6 billion, an increase of 19.0 percent from 2007.
The District of Columbia differs from most other
major cities around the country because of the excep-
tionally large proportion of real property that is
exempt from paying the District’s real property tax,
roughly 57 percent of the city’s land area. In 2008,
the value of all real property (taxable and non taxable)
in the District in 2008 was $210.8 billion, up 15.5
percent from $182.6 billion in 2007. The value of all
exempt property, 32 percent of all property value, had
a total value of $67.9 billion. Tax-exempt properties
primarily include those owned by the federal govern-
ment, as well as properties owned by foreign govern-
ments, non-profit organizations, educational institu-
tions, and the District government.

Revenue
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Figure 4-1
FY 2008 Distribution of General Fund Local Revenue
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Table 4-19

Operating Revenue by Source, Fiscal Years 2008-2013

($ thousands)
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY2013
Revenue Source Actual Revised Original | Projected Projected | Projected
Property Taxes
Real Property (gross) 1,672,969 1,803,171 1,781,331 1,743,688 1,743,688 1,824,944
Transfer to TIF/CBF (6,654) (29.963) (42.860) (48.496) (52,105) (56,053
Real Property (net) 1,666,315 1,773,208 1,738,471 1,695,192 1,691,583 1,768,891
Personal Property (gross) 59,690 57,422 56,216 56,834 57,488 58,166
Transfer to Neighborhood Investment Fund (10,000 (10,000 (10,000 (10,000 (10,000 (10,000
Personal Property (net) 49,690 47422 46,216 46,834 47,488 48,166
Public Space 27,697 30,467 31,381 32,322 33,292 34,291
Transfer to DDOT (27,697) (30,467) (31,381) (32,322) (33292) (34,291)
Total Property Taxes (net of
dedicated taxes) 1,716,005 1,820,630 1,784,687 1,742,027 1,739,071 1,817,057
Sales and Excise Taxes
General Sales (gross) 1,015,182 983,948 987,895 1,025,734 1,070,661 1,123,137
Transfer to Convention Center (91,493) (91,950) (93.054) (97,055) (101,229) (105,581
Transfer to TIF/CBF (23450) (27,440) (26,203) (41,648 (32,395) (34,377)
Transfer to DDOT (37.420) (26,112) (27,389) (30,378 (31,393 (32433
Transfer to Ballpark Fund (12,364) (8.900) (9212) (9,663) (10,204) (10,766)
Transfer to School Modernization Fund (100,000 (106,000 (112.360) (119,102) (130,279) (138.308)
General Sales (net) 750,455 723,545 719,677 727888 765,162 801,671
Alcohol 5,190 5,157 5,126 5,096 5,069 5,043
Cigarette 23,900 47,586 45411 44,275 43,168 42,380
Motor Vehicle 40,160 40,160 40,963 42,192 43,458 44,762
Motor Fuel Tax (23,199) (19,719) (20,173) (20,637) (21.111) (21,597)
Transfer to Highway Trust Fund (23,199) (19719 (20,173 (20,657) (21,111) (21,597)
Total Sales Taxes (net of dedicated taxes) 819,705 816,448 811,178 819,452 856,856 893,855
Income Taxes
Individual Income 1,342,799 1,112,357 1,069,361 1,103,373 1,166,113 1,215,836
Corporate Franchise 286,204 237,264 252,121 282,428 309,104 326,220
U. B. Franchise 126,891 107,822 124,395 143,020 159,873 173,257
Total Income Taxes 1,755,894 1,457,444 1,445,877 1,528,821 1,635,090 1,715,313
Gross Receipts Taxes
Public Utility (gross) 153,543 153,627 153,696 153,751 153,796 153,832
Transfer to Ballpark Fund (9228 (10,600) (10,605) (10,609) (10612) (10,614)
Public Utility (net) 144,315 143,027 143,091 143,142 143,184 143217
Toll Telecommunication (gross) 65,741 63,283 63,360 63,418 63,463 63,496
Transfer to Ballpark Fund (2.559) (2,658) (2,661) (2.664) (2,665) (2,667)
Toll Telecommunication (net) 63,182 60,625 60,699 60,755 60,797 60,830
Insurance Premiums (gross) 52,636 64,050 74,767 74,767 74,767 74,767
Transfer to Healthy DC Fund (5,964) (7,593 (17,486) (17,486) (17.486) (17.486)
Insurance Premiums (net) 46,672 56,457 57,281 57,281 57,281 57,281
Revenue
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Table 4-19 (continued)
Operating Revenue by Source, Fiscal Years 2008-2013

($ thousands)
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY2013
Revenue Source Actual Revised Original | Projected Projected | Projected
Healthcare Provider Tax 13,771 11,000 11,000 11,000 11,000 11,000
Transfer to Nursing Facility Quality of Care Fund (13,771) (11,000) (11,000 (11,000) (11,000 (11,000
Baseball Gross Receipts Tax 24,989 20,748 20,603 20,932 21414 21,649
Transfer to Ballpark Fund (24,989) (20,748) (20,603) (20.932) (21,414) (21,649)
Total Gross Receipts Taxes (net
of dedicated taxes) 254,169 260,109 261,070 261,178 261,262 261,328
Other Taxes
Estate 66,899 70,000 60,000 60,000 60,000 60,000
Deed Recordation (gross) 155974 89,014 71,746 72,456 84,795 94,877
Transfer to HPTF (23,853) (13.352) (10,762) (10,868) (12.719) (14,232)
Transfer to Comp. Housing Strategy Fund (13819) - - - - -
Deed Recordation (net) 118,302 75,662 60,984 61,587 72,076 80,646
Deed Transfer (gross) 112,434 60,040 47,588 48,156 55,702 60,380
Transfer to HPTF (16,736) (9.006) (7.138) (7.223) (8.355) (9.057)
Transfer to Comp. Housing Strategy Fund (9.460) - - - - -
Deed Transfer (net) 86,238 51,034 40,449 40932 47,346 51,323
Economic Interests 54,815 17,955 14,091 10,545 10,545 10,545
Total Other Taxes (net of dedicated taxes) 326,254 214,651 175,524 173,065 189,967 202514
Tax Revenue Net of Dedicated Taxes 4,872,021 4,569,282 4,478,331 4,524,542 4,682,247 4,890,067
Non-Tax Revenue
Licenses & Permits 84,921 60,892 60,034 63,043 60,043 63,053
Fines & Forfeits 98,932 129,582 133211 130,041 129,885 127,540
Charges for Services 43,493 48,050 45901 48,300 45,925 48,775
Miscellaneous 158,510 101,316 96,032 88,737 91,711 93,462
Total Non-Tax Revenue 385,856 339,841 335,178 330,122 327,564 332,830
Lottery/Interfund Transfer 70,300 70,300 65,775 65,775 65,775 65,775
Total Revenue Net of Dedicated Taxes 5.328,183 4,979,423 4,879,290 4,920,439 5,075,586 5,288,672
plus Total Dedicated Tax Revenue (see Exhibit C) 424,959 395,042 421,505 457,761 472967 495,821
plus Splus Special Purpose (O-Type)
Fund Revenue 448972 446,294 454,380 445,288 454,805 452,650
Total Revenue 6,202,114 5,820,759 5,755,176 5,823,487 6,003,358 6,237,144

FY 2010 Proposed Budget and Financial Plan
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Table 4-19 (continued)

EXHIBIT A: General Fund Components

($ thousands)
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY2013
Revenue Net of Dedicated Taxes 5,328,183 4,979,423 4,879,290 4,920,439 5,075,586 5,288,672
School Modernization Fund 100,000 - - - - -
Local Fund Revenue 5,428,183 4,979,423 4,879,290 4,920,439 5,075,586 5,288,672
Dedicated Taxes 180,163 217,157 421,505 451,761 472,967 495,821
Nursing Facility Quality of Care Fund 13,771 11,000 11,000 11,000 11,000 11,000
Housing Production Trust Fund 40,589 22,358 17,900 18,092 21,074 23,289
Comprehensive Housing Task Force Fund 23,279 - - - - -
Neighborhood Investment Fund 10,000 10,000 10,000 10,000 10,000 10,000
School Modernization Fund 106,000 112,360 119,102 130,279 138,308
Ballpark Fund 49,140 42,906 43,081 43,867 44,895 45,696
Healthy DC Fund 5,964 7,593 17,486 17,486 17,486 17,486
bDoT 37,420 17,300 27,389 30,378 31,393 32433
Convention Center - 93,054 97,055 101,229 105,581
Tax Increment Financing - 69,063 90,144 84,500 90431
Highway Trust Fund - 20,173 20,637 21,111 21,597
Special Purpose (0-Type) Fund Revenue 448,972 446,294 454,380 445,288 454,805 452,650
General Fund Revenue 6,057,318 5,642,874 5,755,176 5,823,487 6,003,358 6,237,144
Table 4-19 (continued)
EXHIBIT B: Policy Proposals Impacting General Fund Revenue
($ thousands)
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY2013
Local Fund Revenue 5,428,183 4,979,423 4,879,290 4,920,439 5,075,586 5,288,672
plus Local Fund Revenue Proposals: 62,294 319,946 262,137 294,535 282,406
Establish a DC One Card Replacement Fee (BSA Title |.A) 10 10 10 10
Revise the Schedule of Fees Collected by the Office of the (204) (204) (204) (204)
Surveyor (BSA Title 11.D)
Transfer Half of NOI Fines to BBL Fund (BSA Title IL.E) (200) (200) (200) (200)
Establish a DCRA BBL Expedited Service Fee (BSA Title IL.E) 47 417 47 417
Establish an Elevator Licensing Fee (BSA Title IL.P) 208 104 104 104
Elimination of 50% Discount on Most Parking Citations
for Fleet Adjudication Program Participants 120 120 120 120
Elimination of Adjudication Option for Fleet Reconciliation
Program Participants (BSA Title VI.A) 162 162 162 162
Raise Taxi and Limo License Fees (BSA Title VI.F) 382 382 382 382
Incorporate Acts Passed Subject to Appropriation (BSA Title VILA):
Southwest Waterfront - (4,000) (4,000) (4,000)
National Public Radio (192) (211) (242) (2,405)
0 Street - - - -
Georgia Commons (100) (328) (328) (328)
(continued)
Revenue
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Table 4-19 (continued)
EXHIBIT B: Policy Proposals Impacting General Fund Revenue
($ thousands)
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY2013
Incorporate Acts Passed Subject to Appropriation (BSA Title VII.A) (Cont
Urban Institute (200) (625) (925) (1,500)
Tregaron Conservancy Tax Exemption (134) (27) (27) (28)
St. Martin Apartments Tax Exemption (35) (418) (383) -
Gateway Market Center and Residences Tax Exemption (254) (47) (52) (54)
Asbury United Methodist Church Tax Relief (15) - - -
Eckington One Residential Economic Development - (75) (91)
Ft. Chaplin Park South Congregation of Jehovah's
Witnesses Tax Relief (19) - - -
NoMA Residential Development Tax Abatement (417 (1,935) (4,263) (5,000)
Randall School Development Project Tax Abatement (425) (437) (451) (464)
So Others Might Eat Tax Exemption (412) - - - -
Eliminate Sales Tax Holidays (BSA Title VII.B) 1,283 1,358 1,436 1510
Transfer School Paygo from Dedicated Tax to Local
(BSA Title VILE) 112,360 119,102 130,279 138,308
Set Floor on Taxable Assessments (BSA Title VIL.F) 5,200 5,000 4900 5,200
Close Delaware Holding Company Loophole
(BSA Title VIL.G) 10,000 11,200 12,300 12,900
Apply Economic Interest Taxes to Sale of Co-op Units
(BSA Title VILH) 5,100 5,200 6,000 6,600
Tax Compliance Initiative (BSA Title VII.J) 20,000 - - -
Revenue Effect of Stimulus Tax Relief (BSA Title VIIK)
Increase the EITC (1,800) (1,700)
Unemployment Insurance Benefits Exclusion (1,000) (4,100) -
Building Bridges Across the River Tax Exemption BSA
Title VILM) (34) (11) (11) (1)
14W and YMCA Anthony Bowen Project Tax Exemption
and Tax Relief (BSA Title VII.R) (938) (1,231) (701) (766)
View 14 Economic Development (BSA Title VILS) (1,206) (1,244) (433) (473)
God of a Second Chance Ministry Real Property Tax Relief (BSA Title VILV) (19) - -
Mandate Combined Reporting for TY 2011 (BSA Title VI.W) - 22,600 19,400
Delay Implementation of Homestead Deduction Indexing
through FY 2013 (BSA Title VII.X) 4,000 4,100 4,100 4,100
Delay Implementation of Standard Deduction Indexing through
FY 2013 (BSA Title VILX) 2,300 3,600 4,900 5,160
Delay Implementation of Personal Exemption Indexing through
FY 2013 (BSA Title VIL.X) 2,900 4,600 6,400 6,760
Increase Retail Sales Tax Rate to 6% with certain exemptions 20,528 21,321 22,253 -
(BSA Title VILX)
Increase Gasoline Excise Tax to $0.235/gallon (BSA Title VILX) 3,500 3,600 3,700 3,700
Increase Cigarette Excise Tax to $2.50/pack (BSA Title VII.X) 9,700 9,457 9221 9,052
Increase Little Cigar Excise Tax to $2.50/pack (BSA Titles
VIl.Xand Y) 515 472 487 501
Revenue from Community Health Care Financing Fund (BSA Titles
VIILA, C and D) 18,300 14,840 4,000
Tobacco Trapping Event Revenue 23,000 - -
Use Portion of Parking Tax Revenue as Local (BSA
Title VIILA) 2,167

(Continued on next page)
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Table 4-19 (continued)
EXHIBIT B: Policy Proposals Impacting General Fund Revenue
($ thousands)
FY2008 | FY2009 FY2010 | Fy2om FY2012 | FY2m3

Use Motor Vehicle Theft Prevention Commission

Fund Revenue as Local (BSA title VIILA) 250
Use Community Benefit Fund Revenue as Local

(BSA Titles VIILA, C and D) 13,271 13,271 12,883 13,001 14,095
Use Portion of NIF Revenue as Local (BSA Titles

VIII.C and D) 7412 3,200 3,200 3,200
Use Portion of Baseball Fund Revenue as Local

(BSA Titles VIII.C and D) 11,000 14,000 10,000 15,000
Use Portion of Healthy DC Fund Revenue as

Local (BSA Title VIIL.C) 3,850 - -
Use Portion of Nursing Quality of Care Fund

Revenue as Local (BSA Title VIIL.C) 600 - -
Use Portion of TIF Revenue as Local 9,800 - -
Increase DC Employee Parking Fees (BSA Titles

I.AA and VIII.C and D) 2,260 2,260 2,260 2,260
Convert Certified Unbudgeted O-type Revenue

to Local (BSA Title VIII.C) 6,422 - -
Transfer Office of Cable TV Revenues to Local

(BSA Title VIIL.C) 942 - -
Transfer DDOT Unified Fund Revenues to

Local (BSA Title VIIL.C) 3,842 - -
Reclassify Class Ill properties as Class | or Class Il

except for blighted properties (12,756) (12,214) (11,823) (11,431)
Transfer Tax on Retail Service Stations 2,700 - - -
Convert E911 Fee to Local 6,950 - -
Retail service station transfer tax 2,700 - -

Transfer Additional Certified Revenue from
DDOT TCO Issued Parking Tickets and

Moving Violations to Local 2,000 2,000 2,000 2,000
Allen Chapel AME Senior Residential Rental

Project Tax Exemption and Tax Relief (474) - - -
CEMI-Ridgecrest - Walter Washington Community

Center Tax Exemption and Tax Relief (133) - - -
Increase Parking Meter Rates 5,500 - - - -
Hire New ABRA Inspectors 120 120 120 120
Enhanced Parking Control Initiative (New Parking

Control Officers) 16,731 16,731 16,731 16,731
Enhanced Parking Control Initiative (Sweeper

Cam Program) 7128 7,128 7,128 7128
SWEEP Inspector Initiative 3,059 3,059 3,059 3,059
Additional Hack Inspectors Initiative 192 192 192 192
Expand Automated Enforcement of Traffic Violations 20,000 20,000 20,000 20,000
Transfer from Other Funds (Convention Center) 613 613 613 613
Transfer Certain DISB O-type Revenues to Local Fund 1.825 10,579 10,579 10,579 10579
Local Fund Revenue with Policy Proposals 5,428,183 5,041,717 5,199,236 5,182,576 5,370,121 5,571,078

Revenue
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Table 4-19 (continued)
EXHIBIT B: Policy Proposals Impacting General Fund Revenue (cont)

($ thousands)
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY2013

Dedicated Taxes 180,163 217,157 421,505 457,761 472,967 495,821
plus Dedicated Tax Proposals: 0 (2167) (158,293) (149,185) (156,480) (170,603)
Transfer School Paygo from Dedicated Tax to

Local (BSA Title VILE) - (112,360) (119,102) (130,279) (138,308)
Use Portion of Parking Tax Revenue as Local

(BSA Title VIILA) (2,167) - - -
Use Community Benefit Fund Revenue as

Local (BSA Titles VIIL.A, C and D) (13.271) (12,883) (13,001) (14,095)
Use Portion of NIF Revenue as Local

(BSA Titles VIII.C and D) - (7.412) (3,200) (3,200) (3,200)
Use Portion of Baseball Fund Revenue as

Local (BSA Titles VII.C and D) - (11,000) (14,000) (10,000) (15,000)
Use Portion of Healthy DC Fund Revenue

as Local (BSA Title VIII.C) - (3,850) - -
Use Portion of Nursing Quality of Care

Fund Revenue as Local (BSA Title VIII.C) (600) - -
Use Portion of TIF Revenue as Local - (9,800) - -
Dedicated Taxes with Policy Proposals 180,163 214,990 263213 308,576 316,487 325218
Special Purpose (0-Type) Fund Revenue 448,972 446,294 454,380 445,288 454,805 452,650
plus Special Purpose Fund Revenue Proposals: 0 (2,075) 6,196 25732 25734 25,736
Extend Current Ul Administrative Assessment Rate

to FY 2014 (BSA Title 1.B) 4,150 5,530 5,530 5,530
DDOE Environmental Fine Increases (BSA Title 1Y) 33 33 33 33
Modify DCRA Administrative Fees for Abatement

of Housing Code Violations (BSA Title II.A) 342 342 342 342
Institute DCRA Fee to Recover Costs of Zoning

Compliance Letters (BSA Title II.C) 16 16 16 16
Revise Schedule of Fees Collected by the Office

of the Surveyor (BSA Title II.D) 541 541 541 541
Increase DCRA BBL Fees and Fines (BSA Title IL.E) 1,296 1,296 1,296 1,296
Transfer Half of NOI Fines to BBL Fund (BSA Title IL.E) 200 200 200 200
Establish Filming Permit Fees for Movie and

Television Productions (BSA Title Il.H) 52 53 54 56
Establish Sports Facilities Account (BSA Title IL.I) 5,085 5,085 5,085 5,085
Increase Parking Meter Rates and Repeal the

Saturday Moratorium (BSA Title VI.C) 9,000 9,000 9,000 9,000
Use Motor Vehicle Theft Prevention Commission

Fund Revenue as Local (BSA title VIILA) (250)
Convert Certified Unbudgeted O-type Revenue

to Local (BSA Title VIII.C) (6,422) - -
Transfer Office of Cable TV Revenues to

Local (BSA Title VIII.C) (942) - -
Transfer DDOT Unified Fund Revenues to

Local (BSA Title VIII.C) (3,842) - -
Convert E911 Fee to Local (6,950) - -

(Continued on next page)
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Table 4-19 (continued)
EXHIBIT B: Policy Proposals Impacting General Fund Revenue (cont)
($ thousands)
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY2013

Transfer Additional Certified Revenue from DDOT

TCO Issued Parking Tickets and Moving

Violations to Local (2,000) (2,000) (2,000) (2,000)
Expand Automated Enforcement of Traffic Violations 15,600 15,600 15,600 15,600
Dept. of Mental Health Billing Initiatives 616 616 616 616
Transfer Certain DISB O-type Revenues to Local Fund (1,825) (10,579) (10,579) (10,579) (10,579)
Special Purpose Fund Revenue with

Policy Proposals 448,972 444219 460,576 471,020 480,539 478,386
General Fund Revenue with Policy Proposals 6,057,318 5,700,926 5,923,025 5,962,172 6,167,147 6,374,682

Revenue

4-23



Table 4-19 (continued)
EXHIBIT C: Dedicated Tax Revenues
($ thousands)
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 | FY2013

Convention Center

Sales Tax 91,493 91,950 93,054 97,055 101,229 | 105581
Tax Increment Financing

Real Property Tax 6,654 29,963 42,860 48496 52,105 56,053

Sales Tax 23450 27,440 26,203 41,648 32,395 34377
Ballpark Fund

Sales Tax 12,364 8900 9212 9663 10.204 10,766

Public Utility Tax 9228 10,600 10,605 10,609 10612 10614

Toll Telecommunications Tax 2,559 2,658 2,661 2,664 2,665 2,667

Baseball Gross Receipts Tax 24,989 20,748 20,603 20932 21,414 21,649
Highway Trust Fund

Motor Fuel Tax 23199 19719 20,173 20,637 21,111 21,597
DDOT Unified Fund and Highway Trust Fund

Parking Tax 37,420 26,112 27,389 30,378 31,393 32433
School Modernization Fund

Sales Tax 100,000 106,000 112,360 119,102 130279 | 138308
Housing Production Trust Fund

Deed Tax 40,569 22,358 17.900 18092 21,074 23289
Comprehensive Housing Task Force Fund

Deed Tax 23279 - - - -
Neighborhood Investment Fund

Personal Property Tax 10,000 10,000 10,000 10,000 10,000 10,000
Nursing Facility Quality of Care Fund

Healthcare Provider Tax 13771 11,000 11,000 11,000 11,000 11,000
Healthy DC Fund
Insurance Premiums 5964 7,593 17,486 17,486 17,486 17,486
Total Dedicated Tax Revenue 424,959 395,042 421,505 457,761 472967 | 495821

Policy Proposals Affecting Dedicated

Tax Revenue 0 (2167) (158,293) (149,185) (156,480) | (170,603)
Transfer School Paygo from Dedicated Tax

to Local - (112,360) (119,102 (130,279) | (138,308)
Use Community Benefit Fund Revenue as Local (13,271) (12,883) (13,001) (14,095)
Use Portion of Parking Tax Revenue as Local (2,167) - - - -
Use Portion of NIF Revenue as Local - (7.412) (3,200) (3,200) (3,200)
Use Portion of Healthy DC Fund Revenue as Local - (3,850) - - -
Use Portion of TIF Revenue as Local - (9,800) - - -
Use Portion of Baseball Fund Revenue as Local - (11,000) (14,000) (10,000 | (15,000
Use Portion of Nursing Quality of Care Fund

Revenue as Local - (600) - -

Total Dedicated Tax Revenue with
Policy Proposals 424,959 392,875 263213 308,576 316,487 | 325218
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Table 4-19 (continued)

EXHIBIT D: Summary of General Fund and Non-General Fund Revenue Sources with

Policy Proposals

($ thousands)

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY2013
Revenue Net of Dedicated Taxes 5328183 4,979,423 4,879,290 4,920,439 5,075,586 5,288,672
plus Local Fund Revenue Policy Proposals 62,294 319,946 262,137 294,535 282,406
plus Total Dedicated Tax Revenue with
Policy Proposals 424,959 392875 263213 308,576 316,487 325218
plus Special Purpose (O-Type) Revenue
with Policy Proposals 448,972 444219 460,576 471,020 480,539 478,386
Total Revenue with Policy Proposals 6,202,114 5878811 5,923,025 5,962,172 6,167,147 6,374,682

Table 4-19 (continued)

EXHIBIT E: Gross Tax Revenue Before Policy Proposals

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY2013
Tax Revenue Net of Dedicated Taxes 4,872,027 4,569,282 4,478,337 4,524,542 4,682,241 4,890,067
plus Dedicated Tax Revenue (see Exhibit C) 424,959 395,042 421,505 457,761 472,967 495,821
Gross Tax Revenue (Before Transfer of
Dedicated Taxes) 5,296,986 4,964,325 4,899,842 4,982,303 5,155,214 5,385,888
Revenue
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Tax Rates

As mentioned above, the District’s real property tax
system divides taxable properties into three separate
tax classes, and each class is taxed at a different rate.
(See table 4-20) For FYs 2008 and 2009, the tax rate
for Class 1 properties (both owner-occupied and non
owner-occupied residential properties), was $0.85 per
$100 of assessed value. For FY 2008, the tax rate for
Class 2 properties was $1.85 per $100 of assessed
value. However, via the “Commercial Real Property
Tax Relief Act of 2008” all Class 2 properties are sub-
ject to a split tax rate beginning in FY 2009. Under
this arrangement, the tax rate for the first $3 million
in assessed value for every Class 2 property is $1.65
per $100 of assessed value and the tax rate for the
assessed valued greater than $3 million for every Class
2 property is to remain $1.85 per $100 of assessed
value. In FY 2010 if projected growth in real proper-
ty tax revenue from all Class 2 properties exceeds
$1.312 billion, this potential excess revenue is to be
used to finance a further tax rate reduction for the first
$3 million in assessed value for Class 2 properties.
The Class 2 tax rate for the assessed valued greater
than $3 million is to remain $1.85 per $100 of
assessed value. Furthermore, beginning in 2011 the
legislation limits the growth in total Class 2 revenue
to 10 percent annually. If the growth in projected rev-
enue exceeds this threshold, this potential excess rev-
enue is to be used to finance an additional tax rate
reduction for the first $3 million in assessed value for
Class 2 properties so as to limit total growth in total
Class 2 revenue to 10 percent annually.

In an effort to encourage the development of
vacant and abandoned properties around the city the
“Real Property Tax Revision Amendment Act of
2002” established a Class 3 for such properties. These
properties were taxed at a rate of $5.00 per $100 of
assessed value. The significantly higher Class 3 tax rate

(relative to the tax rates for the other two classes of

property) was intended to decrease the number of
such properties by penalizing the owners of vacant
and abandoned properties with a punitively high tax
rate. However, in response to the growing number of
complaints from residents about the seeming prolif-
eration of vacant properties in numerous neighbor-
hoods in 2007 and 2008, elected officials enacted the
“Nuisance Properties Abatement Reform and Real
Property Classification Amendment Act of 2008”
which increased the tax rate on Class 3 properties to
an even higher rate of $10 per $100 of assessed value
effective beginning in FY 2009. There remains sever-
al exemptions from this higher tax rate for both resi-
dential and commercial properties that might poten-
tially be affected, such as for buildings that are under
construction, for sale, or have been damaged by flood
or fire.

Revenue

Real property tax revenue in any given year is based
on market conditions and property assessments made
by OTR two years prior. For example, FY 2010 real
property tax revenue is based on assessment notices
that were mailed to property owners in early 2009
but reflect actual market conditions in 2008. After
property owners receive their property assessment
notices, owners are afforded the opportunity to for-
mally contest their assessment value via the appeals
process if they chose to before their tax payment is
due in FY 2010.

A phenomenal number of property sales, at ever
increasing sale prices, took place between the years
2002 and 2004. The two years of 2005 and 2006 was
a period when the city’s property market dynamics
began to moderate, and 2007 and 2008 were years
when the city’s overall property market dynamics
began to dramatically weaken, as indicated by the
declining number of annual property sales. The gen-
eral cause for this relatively sudden and dramatic

Table 4-20

Real Property Tax Classes and Rates for FY 2010

Real Property Tax Class

Tax Rate

Class 1 (Residential)

$0.85 per $100 of assessed value

Class 2 (Commercial)

a) $1.65 per $100 of assessed value for the first $3 million in assessed value, and

b) $1.85 per $100 of assessed value for assessed value in excess of $3 million

Class 3 (Vacant/Abandoned)

$10.00 per $100 of assessed value
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weakening was the national subprime mortgage crisis
(that began in earnest August 2007), the current
national economic recession (that began December
2007), and the financial/banking crisis (that began in
earnest September 2008). On the residential side,
2006 was the first time in recent years in which the
number of sales of both single-family homes and con-
dominiums declined relative to the preceding year.
And while the number of sales of both single-family
homes and condominiums also declined further in
2007 and 2008, it is important to not interpret these
statistics as an indication of a significant waning of
overall desire of potential home buyers to purchase
homes in the District. This is evidenced by the facts
that the average annual sale price of single-family
homes increased by 4.5 percent in 2006 and 6.1 per-
cent in 2007 before declining slightly by 1.9 percent
in 2008. And while the average annual sale price of
condominiums decreased by 3.8 percent in 2006 and
0.5 percent in 2007, the average annual sale price of
condominiums increased by 2.3 percent in 2008.
Taken altogether, these statistics suggest that the fun-
damental demand to live and purchase residential
property in the city has not disappeared. Instead, per-
haps, the pervasive dismal economic environment
and lack of economic certainty has caused many to re-
evaluate and/or postpone their plans to purchase resi-
dential property in the city. However, it is important
to note that among the few sales that took place since
2005 there has not been a dramatic deterioration in
the value of residential property in the city as indicat-
ed by the absence of a continued and significant
annual decline in average residential sale prices for
years 2006 to 2008.

On the commercial side of the market, the num-
ber of square feet of quality commercial office space
sold increased 20.1 percent annually on average
between 2002 and 2005. However, the number of
square feet sold decreased by 14.9 percent in 2006,
24.1 percent in 2007, and an additional 43.1 percent
in 2008. However, the average price of quality com-
mercial office buildings increased 14.2 percent annu-
ally between 2002 and 2005. The average sale price
for commercial office buildings increased by 1.8 per-
cent in 2006, 4.9 percent in 2007, and by 25.8 per-
cent in 2008. Again, these statistics suggest that the
fundamental desire among large investors to own
large office buildings in the city has not disappeared.
Notwithstanding the strong underlying fundamentals

of the local real estate market over the next few years,
which include slight growth in the total number of
new jobs, population, and houscholds over the next
few years, as well as a growing list of entertain-
ment/retail outlets and other attractive amenities
throughout the city, it appears that the pervasive dis-
mal economic environment and more specifically the
lack of debt financing and overall financial crisis is
preventing new commercial developments and office
building sales from taking place. And as indicated
from the few sales that took place in 2007 and 2008
at increasing average sale prices these large assets are
maintaining their market value.

The average annual real property tax revenue
growth between FYs 1999 and 2008 was 12.1 per-
cent. Real property tax revenue is expected to grow
7.8 percent in FY 2009. But the dramatic weakening
in the city’s overall property market dynamics is
expected to significantly impact real property tax rev-
enue for FY 2010. The real property tax revenue is
expected to decline 1.2 percent (the first decrease
since 1999) in FY 2010, and this is the direct result
of the dearth of residential and commercial property
sales and general lack of growth in the average sale
price of residential homes in 2008. The annual
growth rate in real property tax revenue is expected to
continue to decline by 2.1 percent in 2011 and to
show no growth in 2012. The real property tax rev-
enue is expected to grow 4.7 percent in FY 2013. It
is expected that the dismal economic environment
caused by the current national economic recession
and the financial/banking crisis will preclude growth
in real property tax revenue in FYs 2010 to 2012,
Bug, it is expected that the financial crisis will be
mostly resolved and that national economic growth
will resume in late 2010 and 2011. These conditions
are expected to lead to a plethora of property sales in
the city which will serve as the basis for growth in real
property tax revenue in FY 2013.

Many real property tax relief initiatives have been
implemented since 2002 that have abated the overall
growth in total real property tax revenue.
Notwithstanding the lack of growth in the city’s real
property market over the next few years, the growing
importance of real property tax revenue as the major
revenue source to the Local Fund is not without sig-
nificance. In FY 2008 real property tax revenue was

the largest single source of revenue (approximately
31.3 percent) to the Local Revenue Fund. FY 2007
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marked the first time since the early 1990s—the last
time the local real estate market was extremely
robust—that revenue from the real property tax sur-
passed total individual income tax revenue as the
major source of tax revenue to the District govern-
ment. While real property tax revenue as a share of
total Local Fund revenue was 20.8 percent in FY
2002, the share is expected to remain high (33.3 per-
cent) at least through 2013. These results stem from
the fact that the city’s entire 2007 property tax base
has almost tripled in value since 1997, presumably
due to the aforementioned strong fundamentals and
other favorable market dynamics that have been in
play up to 2006 and which is expected to resume in
2010. Actual FY 2008 and projected FY 2009 to FY
2013 revenues from the real property tax are shown in
table 4-21.

General Obligation Bond - Debt Service

Each year the District dedicates a percentage of its real
property tax collections to pay off the principal and
interest on its General Obligation Bonds. For FY 2009,
the percentage of real property tax collections dedicat-
ed to the repayment of principal and interest on the
District's General Obligation Bonds is 28 percent.

Personal Property Tax

The Districts personal property tax is levied on the
depreciated value of all tangible personal property
used in a trade or business, including computers,
vehicles, plant and equipment. Inventories held for

sale are excluded from the tax base. The strength of

the District’s economy in recent years has resulted in
greater investment in personal property used for com-
mercial purposes.

In January 2008, elected officials enacted the
“Small Business Commercial Property Tax Relief Act
of 2007” in efforts to provide small businesses in the
city with more comprehensive tax relief beyond the
scope of the real property tax. More specifically, this
legislation increased the tangible personal property tax
exemption amount from $50,000 to $225,000 begin-
ning in FY 2008. In FY 2007, gross total personal
property tax collections totaled $67.4 million, a 2.9
percent increase over FY 2006 collections of $65.5
million. In FY 2008, gross total personal property tax
collections totaled $59.7 million (see table 4-21), this
11.4 percent decrease over FY 2007 collections is like-
ly and primarily due to the higher exemption level.
Based on national and regional economic indicators
that suggest a decrease in the level of business activity
and subsequent decrease in the total level of new busi-
ness investment, gross collections are expected to
decline to $57.4 million in FY 2009 and to $56.2
million in FY 2010. But, annual growth in collections
is expected to resume in FY 2011 but at about 1.1
percent per annum for FYs 2011 to 2013.

In 2004 District legislation created a
Neighborhood Investment Fund (NIF) and a
Neighborhood Investment Program that dedicates a
maximum of $10 million annually from personal
property tax revenue to pay for a variety of communi-
ty revitalization projects, including commercial, resi-
dential, and civic uses for twelve priority neighbor-

Table 4-21
Property Tax Revenue, Fiscal Years 2008-2013
($ thousands)
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY2013
Revenue Source Actual Revised Original | Projected | Projected | Projected
Real Property (gross) 1,672,969 1,803,171 1,781,331 1,743,688 1,743,688 1,824,944
Transfer to TIF/CBF (6,654) (29,963 (42.860) (48.496) (52,105) (56,053)
Real Property (net) 1,666,315 1,773,208 1,738471 1,695,192 1,691,583 1,768,891
Personal Property (gross) 59,690 57422 56,216 56,834 57,488 58,166
Transfer to Neighborhood Investment Fund (10,000 (10,000 (10,000 (10,000) (10,000 (10,000
Personal Property (net) 49,690 47,422 46,216 46,834 47,488 48,166
Public Space 27,697 30,467 31,381 32322 33292 34,291
Transfer to DDOT (27.697) (30,467) (31,381) (32.322) (33292) (34,291)
Total Property Taxes 1,716,005 1,820,630 1,784,687 1,742,027 1,739,071 1,817,057
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hoods. In FY 2008, approximately $10.0 million of
personal property tax revenue was diverted to the NIE
and it is estimated that the same amount will go to the

NIF in FYs 2009 through 2013. (See table 4-21.)

Public Space Rental

There are three categories of public space rentals: side-
walks/surfaces, vaults and fuel tanks. Public space
rental of sidewalks/surfaces includes enclosed cafes,
unenclosed cafes, and merchandise display areas
(including used car lots). Vaults are underground
areas that extend wider than an owner’s property to
spaces beneath the surface of public real property. For
public space rental purposes, fuel oil tanks are areas
used for tanks that hold heating fuel.

In FY 2008, revenue from public space rentals
amounted to $27.7 million (see table 4-21), a 14.1
percent decrease from FY 2007.

The “District Department of Transportation
Unified Fund Amendment Act of 2007” requires that
all revenue from the public space rentals be deposited
annually into the District Department of
Transportation Unified Fund. Therefore, the revenue
will no longer be available to the General Fund. It is
planned to be used for local road construction and
maintenance and related debt servicing,

Sales and Excise Taxes

General Sales and Use Tax

Revenue from the District’s sales and use tax is col-
lected using a five-tier structure. Sales of tangible per-
sonal property and certain specified services are taxed
at 5.75 percent. Sales of alcoholic beverages for con-
sumption outside the premises are taxed at 9 percent.
Sales of food and drink for immediate consumption,
the rental or leasing of motor vehicles and sales of pre-
paid phone cards are taxed at 10 percent (with one
percent supporting the Convention Center
Authority). Parking and storing of vehicles are taxed
at 12 percent. Transient accommodations are taxed at
14.5 percent (with 4.45 percent supporting the
Convention Center Authority).

The multiplicity of rates is intended to accomplish
several goals, indluding revenue generation from visitors
to the District and supporting the hospitality industry
via the Convention Center transfer. The muldplicity of
rates, with special exemptions provided in each catego-
ry, complicates the administration of sales tax for the
Office of Tax and Revenue and adds to compliance
costs for businesses such as hotels and food stores, where
transactions may involve several tax categories.

Revenue collected under the sales and use tax in
FY 2008 was $1,015.2 million (see Table 4-22), gross
of the Convention Center transfer of $91.5 million,
a TIF transfer of $23.5 million, a Ballpark Fund
transfer of $12.4 million, a transfer to DDOT of
$37.4 million, and a transfer to the School
Modernization Fund of $100 million. In FY 2007
net sales and use tax collections were 13.8 percent of
total local fund revenue net of dedicated taxes. This

Table 4-22

Estimated Sales Tax Base and Payments by Tax Type, FY 2008

(§ millions)

Retail Liquor | Restaurant | Parking Hotel | Transfer Total

Base 80125 2732 28829 3nz 1,408.2

Rate 5.75% 9.0% 10.0% 12.0% 14.5%

Collections 460.7 246 2883 374 2042 10152
Convention Center Transfer 288 62.7 915
TIF Transfer 235 235
Ballpark Transfer 124 124
Parking Tax Transfer 374 374
School Modernization Fund Transfer 100.0 100.0

Local Fund 460.7 246 2595 0.0 1415 (135.9) 7504
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Table 4-23
General Sales and Use Tax Revenue, Fiscal Years 2008-2013
($ thousands)
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY2013
Revenue Source Actual Revised Original | Projected | Projected |Projected
General Sales and Use 1,015,182 983,948 987,895 1,025,734 1,070,661 1123137
Convention Center Transfer (91,493) (91,950) (93,054) (97,055) (101,229) (105,581)
Transfer to TIF/CBF (23450) (27,440) (26,203) (41,648 (32,395) (34,377)
Transfer to DDOT Unified Fund (parking tax) (37,420) (26,112) (27,389) (30,378 (31,393 (32,433)
Transfer to Ballpark Fund (12,364) (8.900) 9212) (9.663) (10,204) (10,766)
Transfer to School Modernization Fund (100,000) (106,000 (112.360) (119.102) (130,279) (138.308)
General Sales and Use (net) 750,455 723545 79,677 727,888 765,162 801,671

amount can be compared to sales and use taxes com-
prising 14.1 percent of total local fund revenue net of
dedicated taxes in FY 2008. 14.5 percent is the pro-
jected percentage for FY 2009. However the percent-
age of gross sales tax revenue to the total local fund
revenue net of dedicated taxes was 19.1 percent in FY
2008 and is estimated to be 19.8 percent in FY 2009.
These ratios show that the amount contributed to the
general fund by the sales and use tax is not growing as
quickly as the growth in sales and use taxes.

The national economy has been in a recession
since December 2007. The turnaround is expected to
occur in FY 2011. As a result of the general economy,
we expect a slowing of the growth rate of tourism
spending in the District. Sales and use tax revenues in
FY 2010 are estimated to be $719.7 million (see
Table 4-23), net of the Convention Center Transfer
of $93.1 million, a TIF/CBF transfer of $26.2 mil-
lion, a DDOT Unified Fund (parking tax) transfer of
$27.4 million, a Ballpark Fund transfer of $9.2 mil-
lion, and the School Modernization Fund transfer of
$112.4 million. Sales tax revenue net of dedicated
taxes is projected to grow at an annual average rate of
3.7 percent for FY 2010 through FY 2013.

Convention Center Transfer

The convention center transfer in FY 2009 is estimat-
ed to be 0.5 percent higher than the transfer in FY
2008. During the period FY 2010 to FY 2013, the
convention center transfer is expected to grow at an
annual average rate of 4.3 percent.

Sales Tax TIF/CBF Transfer

The District utilizes an economic development tool
called Tax Increment Financing (TIF) to assist in
financing economic development projects. TIF
allows the incremental future revenue stream from a
development project to be pledged to pay back bonds
issued to help finance the development. The
Community Benefit Fund (CBF) is a nonlapsing
dedicated tax revenue fund into which incremental
property tax revenues and sales tax revenues of the
D.C. Ballpark TIF Area are deposited. The Ballpark
Omnibus Financing and Revenue Act of 2004 spec-
ifies how the District may spend funds in the
Community Benefit Fund or allocate them to back
bonds. No bonds have been issued to date. In FY
2007, $14.2 million in sales tax revenue was trans-
ferred to the TIF/CBF program. In FY 2008, $23.5

Table 4-24
Sales Tax Revenue for the Convention Center Fund, Fiscal Years 2008-2013
($ thousands)

FY 2008 FY 2009 FY 2010 FY 201 FY 2012 FY2013
Restaurant Sales Tax 28,829 28,973 29,321 30,581 31,896 33,268
Hotel Sales Tax 62,664 62,977 63,733 66,474 69,333 72,313
Total 91,493 91,950 93,054 97,055 101,229 105,581
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million in sales tax revenue was transferred to the TTF
/CBF program. In FY 2009, the transfer is expected
to be $27.4 million. In FY 2010 and FY 2011 the
estimated transfers are $26.2 million and $41.6 mil-
lion respectively. The transfer is projected to decrease
in FY 2012 to $32.4 million and to increase to $34.4
million in FY 2013.

Parking Tax Transfer

As part of the FY 2006 budget, the parking tax rev-
enue stream was transferred out of the general fund to
the District Department of Transportation (DDOT).
With the exception of parking taxes that are from the
sale or charge for the service of parking motor vehicles
that shall reasonably relate to the performance of base-
ball games or professional baseball related events and
exhibitions at the ball park, parking taxes up to a max-
imum of $30 million per fiscal year are transferred to
DDOT’s Unified Fund. Any revenues in excess of
$30 million are to be deposited into the Highway
Trust Fund. In FY 2008, total parking tax revenue
was $37.4 million. From this amount, $30.0 million
was dedicated to DDOT’s Unified Fund and $7.4
million was directed to the Highway Trust Fund. In
FY 2009, parking tax revenue is estimated to increase
to $38.8 million. This revenue is estimated to be
transferred as follows: $12.7 million will remain in
the local fund as “undedicated” revenue, $5.9 million
will be dedicated to debt service, $11.4 million will be
dedicated to DDOT’s Unified Fund, and $8.8 mil-
lion will go to the Highway Trust Fund. Parking tax
revenue is estimated to increase to $39.6 million in
FY 2010. This revenue is estimated to be allocated as
follows: $12.2 million will remain as “undedicated”
local revenue, $4.8 million will be dedicated to debt
service, $13.0 million will be dedicated to DDOT’s
Unified Fund, and $9.6 million will go to the
Highway Trust Fund.

Transfer to Ballpark Fund

Stadium related sales tax streams are dedicated to the
Ballpark Fund to pay the debt service on the baseball
stadium revenue bonds. These revenue streams
include taxes on tickets sold, taxes on parking at the
stadium, taxes on stadium concessions and taxes on
food and beverages sold in the stadium. In FY 2008,
$12.4 million was transferred to the Ballpark Fund.
In FY 2009, $8.9 million is estimated to be trans-
ferred to the Ballpark Fund. The transfer is projected
to be $9.2 million in FY 2010 and grow to $10.8 mil-
lion in FY 2013, an average growth rate of 5.3 per-
cent. For more information on this revenue transfer,
see the separate section on the Ballpark Fund that
appears later in this chapter.

Transfer to School Modernization Fund

In FY 2006, the District enacted the “School
Modernization Financing Act of 2006” which estab-
lished the Public School Capital Improvement Fund
for the purpose of funding capital improvements
throughout the District of Columbia school system.
In FY 2008 $100 million of sales tax revenue was
transferred to this fund. In fiscal years 2009-2013,
$106.0 million, $112.4 million, $119.1 million,
$130.3 million, and $138.3 million, respectively, will
be transferred to the fund. Beginning in FY 2012, the
amount of funds transferred to the Public School
Capital Improvement Fund will be indexed based on
the RSMeans Construction Cost Index for
Washington, DC.

Transfer to the Verizon Center

Effective March 2008, in order to service a loan to
renovate the Verizon Center at Gallery Place, mer-
chandise and tickets for events at the Verizon Center
will be subject to a tax of 10 percent (compared to the
prior rate of 5.75 percent). The revenue collected
from the increased rate (10 percent less 5.75 percent

Table 4-25
Selective Sales and Excise Tax Revenue, Fiscal Years 2008-2013
($ thousands)

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY2013
Revenue Source Actual Revised Original Projected Projected Projected
Alcoholic Beverages 5,190 5,157 5,126 5,096 5,069 5,043
Cigarette 23,900 47586 45411 44,775 43,168 42,380
Motor Vehicle Excise 40,160 40,160 40,963 42,192 43,458 44,762
Total Selective Sales and Excise 69,250 92,903 91,501 91,564 91,694 92,184
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or 4.25 percent) will be placed into a separate fund
and used to make principal and interest payments on
the loan. The amount of the Verizon Center transfer
is included in the TIF transfer amount.

Selective Sales and Use Taxes

In addition to the multi-rate general sales and use tax,
the District imposes excise taxes on alcoholic bever-
ages, cigarettes, motor vehicles, and motor fuel. The
motor fuel tax is deposited directly to a special
account (the Highway Trust Fund) to match federal
funds for the construction, repair and management of
eligible District roadways. As a result, motor fuel tax
revenue is not considered part of the General Fund
for budgetary purposes.

Alcoholic Beverage Tax

The alcoholic beverage tax is levied on wholesale sales
of beer, wine, and liquor in the District. The tax rates
vary by type of product. Beer is taxed at $2.79 per 31
gallon barrel; light wine (14 percent alcohol or less) is
taxed at $0.30 per gallon; heavy wine (over 14 percent
alcohol) is taxed at $0.40 per gallon; champagne and
sparkling wines are taxed at $0.45 per gallon; and
spirits are taxed at $1.50 per gallon.

After a peak in the first quarter of FY 2004, rev-
enue collected from the alcoholic beverage tax has
declined at a moderate pace. There has been no
change in the tax rate since 1990. This suggests the
change in revenue is directly linked to consumption
patterns. If individuals are consuming as much alco-
hol as before, they are buying less from District retail-
ers. Alcohol tax collections are projected to be $5.2
million in FY 2009 and $5.1 million in FY 2010.
(See Table 4-25.) Alcohol tax collections are expected
to decrease slightly throughout the FY 2011 through
FY 2013 projection period because alcohol purchased
in the District is expected to continue to decrease
moderately.

Cigarette Tax

The cigarette tax is levied on the sale or possession of
all cigarettes in the District with the exception of sales
to or by the United States or the District government
or their instrumentalites (e.g., the military and
Congress). Cigarette consumption had been declin-
ing in recent years. An increase in wholesale prices (as
a result of the settlement between tobacco companies
and states and the District of Columbia), an increase

in taxes on cigarettes, anti-smoking efforts, and a
greater awareness of health risks are likely factors con-
tributing to this decline. Collections in the last two
quarters of FY 2008 were stronger than expected.
Perhaps the substantial increase in cigarette tax in
neighboring Maryland from $1.00 to $2.00 per pack
of twenty cigarettes contributed to the revenue
increase. In January 2009, after six years since the last
increase, the District increased its tax on cigarettes
from $1.00 from $2.00 per pack of twenty cigarettes.
We expect increased revenue resulting from the
increase in the tax rate, but we expect some slowing of
the increase due to fewer cross-border purchases from
Maryland and the 158 percent increase in the federal
tax on cigarettes effective April 1, 2009. The federal
tax was $0.39 and is now $1.01 per pack. Virginia,
which borders both the District and Maryland and
has a much lower tax on cigarettes, will likely see their
cigarette tax collections increase in 2009. Revenue
collected from the cigarette tax in FY 2008 was
approximately $23.9 million. Revenues are estimated
to be $47.6 million in FY 2009. We estimate an
annual average decrease of 2.3 percent in collections
between FY 2010 and FY 2013. (See Table 4-25.)

Motor Vehicle Excise Tax

The motor vehicle excise tax is imposed on the
issuance of every original and subsequent certificate of
title on motor vehicles and trailers. The tax is 6 per-
cent of fair market value for vehicles 3,499 pounds or
less, 7 percent of fair market value for vehicles 3,500
pounds to 4,999 pounds, and 8 percent for vehicles
weighing more than 5,000 pounds. The 8 percent
rate was introduced in April 2005. Collections from
motor vehicle excise taxes totaled $40.2 million in FY
2008. Collections are projected to increase by an
annual average growth rate of 3.0 percent between FY
2010 and FY 2013. (See Table 4-25.) The growth rate
expected is due to a combination of continued
growth in the numbers of cars sold (new and used),
the price of cars sold, and the percentage of cars sold
that are in the heavier category. Based on the econo-
my and slow lending by financial institutions stated
in news reports, the estimates may be optimistic.

Income Taxes

The individual income tax, the corporate franchise
tax, and the unincorporated business franchise tax are
significant sources of District revenue. In FY 2008,
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Table 4-26
Income Tax Revenue, Fiscal Years 2008-2013
($ thousands)

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Revenue Source Actual Revised Original Projected Projected Projected
Individual Income 1,342,799 1,112,357 1,069,361 1,103,373 1,166,113 1,215,836
Corporate Franchise 286,204 237,264 252,121 282,428 309,104 326,220
U.B. Franchise 126,891 107,822 124,395 143,020 159,873 173,257
Total Income Taxes 1,755,894 1,457,444 1,445,877 1,528,821 1,635,090 1,715,313

these taxes accounted for 33.0 percent of local source
revenue. Actual FY 2008 revenue from these sources
is shown in Table 4-26. This table also shows project-
ed revenue from each of these taxes for the period FY
2009 through FY 2013.

Individual Income Tax

Base and Rate

The individual income tax base consists of the income
of individuals who maintain a permanent residence in
the District at any time during the tax year and indi-
viduals who maintain a residence for a total of 183 or
more days during the tax year. The District’s tax base
also includes the income of individuals who were
members of the armed forces and listed the District as
their home of record for either a part of or the full tax-
able year, as well as the spouse of an exempt military
person or of any other exempt person such as a non-
resident presidential appointee or an elected official.
Those individuals that are exempt from income tax in
the District (and as such whose income is not includ-
ed in the tax base) include elected officials of the fed-
eral government, presidential appointees subject to
confirmation by the U.S. Senate, United States
Supreme Court justices who are not domiciled in the
District, employees of legislative staffs who are resi-

Table 4-27

Income Tax Rates, Fiscal Years 2008-
2013

Net Taxable Incone FY 2008 to FY 2013
$0- $10,000 4.0%
$10,001 - $40,000 6.0%
Greater than $40,000 8.5%

dents of the state of their elected official, and, of great
importance, all persons who are employed in the
District but live outside of the District.

The individual income tax accounted for 25.2
percent of total local source revenue in FY 2008.
Table 4-27 reports the tax rates and brackets sched-
uled to be applied to net taxable income (NTT) across
the planning period. The current tax rate is 4 percent
for NTT up to $10,000. For NTT between $10,001
and $40,000, the marginal tax rate is 6 percent, while
a marginal rate of 8.5 percent is applicable for NTI
greater than $40,000. Because marginal tax rates
increase as income rises, Table 4-27 suggests that the
District has a progressive tax system.

Effective January 2009 the standard deduction
and personal exemption amounts were adjusted for
infladion. As a result of this adjustment the standard
deduction increased from $4,000 ($2,000 for mar-
ried filing separate) to $4,200 ($2,100 for married fil-
ing separate), while the personal exemption increased

from $1,675 to $1,750.

FY 2008

In FY 2008, individual income tax revenue grew by
2.2 percent, which is less than half of the 6.3 percent
and 6.5 percent growth rates that were experienced in
FY 2006 and FY 2007 respectively. The earnings of
District residents increased by 4.9 percent in FY
2008, which is lower than the 5.2 percent growth rate
experienced in FY 2007, and the 6.2 percent growth
rate in FY 2006. The wages and salaries of the
District’s residents increased by 5.0 percent in FY
2008, a rate that was lower than FY 2007 growth of
7.3 percent and FY 2006 growth of 8.2 percent. The
withholding component of the individual income
tax, which is tied directly to wages and salaries, grew
by 2.1 percent in FY 2008; this was higher than the
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0.4 percent growth that was experienced in FY 2007,
but lower than the 5.6 percent growth rate in FY
2006.

The declarations component (also called estimat-
ed payments) of total revenue from individual income
declined by 0.2 percent in FY 2008; this was signifi-
cantly smaller than the approximately 20 percent
growth in FY 2007 and the 10 percent growth in FY
2006. The behavior of the declarations component is
tied to the performance of the stock market, so that
the decline in FY 2008 was assisted by a weakened
stock market. Relative to FY 2006 and FY 2007, the
stock market experienced a decline of 5.8 percent in
FY 2008. This was a significant change from the per-
formance in FY 2006 and FY 2007 where growth
rates of 6.8 percent and 14.1 percent respectively were
experienced.

FY 2009-FY 2013

In FY 2009 the District anticipates $1,112.4 million
in individual income tax revenue; which isa 17.2 per-
cent decline from FY 2008. In FY 2010 it is antici-
pated that individual income tax revenue would be
even lower with a decline of 3.9 percent resulting in
revenue of $1,069.4 million. In FY 2011 it is project-
ed that revenue would be $1.103.4 million, which
represents growth of 3.2 percent over FY 2010.

Growth is expected to continue in FY 2012 and FY
2013 with revenue amounts of $1,166.1 million and
$1,215.8 million respectively. The growth in FY
2012 is expected to be 5.7 percent, followed by slow-
er growth of 4.3 percent in FY 2013.

As uncertainty about the regional and national
economies persists, the District anticipates that rev-
enue from the individual income tax would be affect-
ed. Based on forecasts from Global Insight and
Economy.com, it is expected that there would be a
significant downturn in the stock market in FY 2009;
the stock market is expected to experience a double
digit decline of 38.5 percent in FY 2009. In FY 2010
it is anticipated that there would be a decline of 2.4
percent before rebounding in FY 2011. Because of
the uncertainty in the stock market, the behavior of
individual income tax revenue continues to be a
source of volatility in the city’s revenue. Based on
employment data from the Bureau of Labor Statistics
(BLS), resident employment is expected to experi-
ence a decline of 4.4 percent in FY 2009. The decline
in resident employment is expected to continue in FY
2010; however, this drop in employment would be
lower (0.3 percent) than the FY 2009 decline. It is
expected that in FY 2011 and FY 2012 resident
employment would grow at 2.6 percent and 1.8 per-
cent respectively before slowing in FY 2013 with an

Figure 4-2
Individual Income Tax Revenue Growth Rate for FY 2008 and Estimated Growth
Rates for FY 2009 to FY 2013)
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expected growth rate of 1.4 percent. In addition,
there is the expectation that the wages and salaries of
District residents would decline in FY 2009 (by 0.8
percent) but rebound in FY 2010 with growth of 0.5
percent. In FY 2011 through FY 2013, wages earned
by District residents are expected to grow by 3.6 per-
cent, 4.0 percent and 4.3 percent respectively. The
performance of the wages and salaries of the District’s
residents influences the behavior of the withholding
component of the individual income tax.

Corporate Franchise and Unincorporated
Business Franchise Taxes

The District’s franchise tax is imposed on all corpora-
tions and unincorporated businesses having nexus in
the District of Columbia. The tax liability is deter-
mined by multiplying the rate of 9.975 percent (9.5
percent rate plus a surtax of 5 percent of the base rate)
by the net taxable business income that is appor-
tioned to the District of Columbia. Business income
is apportioned to the District of Columbia based on
a three-factor formula—sales, payroll, and proper-
ty—with each factor weighted equally. When this
apportionment formula does not fairly represent the
extent of the taxpayers business activities in the
District, that taxpayer may petition for (or the Office
of Tax and Revenue may require) consideration of a
different formula.

Corporate Franchise

Corporate franchise tax revenue as a share of total
local fund revenues has declined as a percentage of
total revenues. Corporations have increasingly used
tax planning techniques to lower their taxable
income. As a result, many corporations, regardless of
the amount of their gross profits, have only a mini-
mum tax liability. This situation exists nationwide.
Some state taxing authorities have attempted to disal-
low specific types of deductions through the courts
(for example: Geoffrey, Inc. v. South Carolina Tax
Commission).

Corporate franchise tax and unincorporated busi-
ness revenue is a small share of total revenues both
because a large number of business taxpayers pay the
minimum tax liability and because the minimum tax
liability is $100. The minimum amount has been
unchanged since 1983. If the minimum tax had
grown with inflation since 1983, the minimum tax
amount would be about $200. Growth rates of net

incomes and taxes from them since 1983 are not
reflected in minimum tax payments. Over the years,
other categories of tax collections have therefore
shown more growth when compared to the growth of
corporate franchise tax collections. In 2006 approxi-
mately 64 percent of the District’s corporate franchise
taxpayers paid the minimum tax. Approximately 45
percent of unincorporated business taxpayers paid the
minimum tax.

The District estimates approximately $237.3 mil-
lion of corporate franchise tax revenue in FY 2009
(see Table 4-26), a 17.1 percent decrease over the
$286.2 million revenue amount in FY 2008. We pro-
ject growth of 6.3 percent in FY 2010, and an annu-
al average of 9.0 percent for FY 2011 to FY 2013.

Unincorporated Business Franchise

Income from unincorporated businesses with annual
gross receipts of $12,000 or less is excluded from the
tax base. Also excluded from the tax base is income
from nonresident-owned unincorporated businesses
that provide professional services (e.g. law firms). For
taxable unincorporated businesses, owners are allowed
a 30 percent salary allowance along with a $5,000
exemption. When 80 percent or more of the entity’s
income is derived from personal services, the unincor-
porated business income is taxed under the individual
income tax if owners are District residents.

The District estimates approximately $107.8 mil-
lion in unincorporated business franchise tax revenue
in FY 2009 (see Table 4-26), a 15.0 percent decrease
over FY 2008 revenue of $126.9 million. We project
recovery in FY 2010 with a strong growth rate in FY
2010 (15.4 percent) and an average annual growth
rate of approximately 11.7 percent between FY 2011
and FY 2013.

Real estate investors are a large component of
unincorporated business taxpayers. Collections from
this revenue source, which are based on profits from
unincorporated businesses located in the District, are
linked to factors such as personal income growth, the
local commercial real estate sector, and collections in
the transfer and recordation taxes. In FY 2003 and FY
2004 the real estate market in the District saw real
estate investors’ profits substantially increase from sales
and leases of commercial and residential property. As a
result, there was strong growth in unincorporated
business collections between FY 2003 and FY 2007.
Compared to that period, the real estate market in FY
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2008 and in the FY 2009 to FY 2013 period is expect-
ed to be much less robust. Unincorporated Business
revenue will reflect the downturn in the real estate
market.

Gross Receipts Taxes
Taxes in this category include: a tax on the gross
receipts of public utilities and toll telecommunica-
tions companies operating in the District (the rate is
10 percent for residential use and 11 percent for non-
residential use where 1 percent of the 11 percent is
dedicated to financing the new baseball stadium), a
tax of 1.7 percent on the gross receipts of insurance
companies, a tax of 6 percent of net resident revenue
on each nursing facility in the District of Columbia.
Table 4-28 shows actual revenue in FY 2008, esti-
mates for FY 2009 and FY 2010 and projected rev-
enue from public utilities, toll teleccommunications
and insurance premiums for fiscal years 2011 through
2013.

Public Utility Taxes

The public utility tax is imposed on the gross receipts
of gas, electric, and local telephone, television, and
radio companies. Washington Gas and Pepco are the

leading suppliers of natural gas and electricity to cus-
tomers in the Washington area. As a result of elec-
tricity deregulation, Pepco has lost some of its market
share, but remains the dominant electricity distribu-
tor. In the District, electricity is used more to cool
and natural gas is used more to heat buildings. Cold
winters tend to result in an increase in collections
from Washington Gas and hot, humid summers
tend to result in higher collections from Pepco.

In FY 2000, as part of the process of deregulation
of the electricity market and Pepco’s transformation
from an electric power producer to an electric power
distribution company, the District replaced the gross
receipts tax imposed on electric utilites with a unit
tax on electricity distribution companies. This “dis-
tribution” tax revenue is included with the city’s gross
receipts tax collections. The tax is imposed on elec-
tricity distributors who operate in the District. The
tax rate was $0.007 per kilowatt-hour. This rate was
equivalent to the gross receipts tax at the time of con-
version. Effective January 1, 2003, the rate was
changed to $0.0077 per kilowatt-hour for non-resi-
dential customers.

In FY 2006, the tax structure on natural gas was
changed from a rate on the gross receipts to a charge

Table 4-28
Gross Receipts Tax Revenue, Fiscal Years 2008-2013
($ thousands)
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Revenue Source Actual Revised Original | Projected Projected | Projected
Public Utility (gross) 153,543 153,627 153,696 153,751 153,796 153,832
Transfer to Ballpark Fund (9.228) (10,600) (10,605) (10,609) (10612) (10,614)
Public Utility (net) 144,315 143,027 143,091 143,142 143,184 143,217
Toll Telecommunication (gross) 65,741 63,283 63,360 63418 63,463 63,496
Transfer to Ballpark Fund (2.559) (2.658) (2.661) (2.664) (2.665) (2.667)
Toll Telecommunication (net) 63,182 60,625 60,699 60,755 60,797 60,830
Insurance Premiums (gross) 52,636 64,050 74,767 74,767 74,767 74,767
Transfer to Healthy DC Fund (5,964) (7,593) (17,486) (17.486) (17.486) (17.486)
Insurance Premiums (net) 46,672 56,457 57,281 57,281 57,281 57,281
Healthcare Provider Tax 13,771 11,000 11,000 11,000 11,000 11,000
Transfer to Nursing Facility
Quality of Care Fund (13.771) (11,000) (11,000) (11,000 (11,000) (11,000)
Baseball Gross Receipts Tax 24,989 20,748 20,603 20,932 21414 21,649
Transfer to Ballpark Fund (24,989) (20,748) (20,603) (20,932) (21,414) (21,649)
Total Gross Receipts Taxes 254,169 260,109 261,070 261,178 261,262 261,328
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based on the amount used. For residential users, the
tax per therm of natural gas was $0.0703 from
12/02/05 to 9/28/06 and $0.0707 after 09/29/06.
For non-residential users, the tax per therm of natur-
al gas was $0.0703 from 12/02/05 to 9/28/06 and
$0.0707 plus $0.00707 from 09/29/06. The current
charge for heating oil is $0.17 per gallon and $0.187
per gallon for residential and nonresidential cus-
tomers respectively. For electricity, natural gas and
heating oil, the additional surcharge on nonresidential
customers is dedicated to funding the baseball stadi-
um.

Because of the current tax structure, the tax col-
lected is closely related to energy use. Therefore tax
collections from electricity, natural gas and heating are
more closely linked to weather extremes rather than to
the fuel cost. During the forecast period, we assume
average weather patterns.

We estimate gross revenue from public utilities
taxes (before the transfer for baseball stadium funding
is taken) to be $153.6 million in FY 2009 and $153.7
million in FY 2010. Gross revenue from public udli-

ty taxes is estimated to remain at roughly this level
from FY 2011 through FY 2013.

Toll Telecommunication Taxes

The toll telecommunications tax is levied on the gross
receipts of long distance and wireless telecommunica-
tions companies.

Effective August 2002, the District enacted legis-
lation to conform to the federal “Mobile
Telecommunications Sourcing Act” (MTSA). The
legislation simplifies the billing process and ensures
that calls from mobile phones are exempt from taxa-
tion by multiple jurisdictions. The legislation defines
and designates a user’s place of primary use (PPU) as
either the users residence or business address. The
District both lost and gained revenue as a result. Some
cell phone users, who use their cell phones in the
District and thus used to pay D.C. taxes on their long
distance calls, selected the District as their PPU and
some cell phone users selected other jurisdictions.

In recent years the telecommunications industry
has faced challenges. Changes in regulation, over-
capacity of lines, and stiff competition to long dis-
tance providers (such as AT&T, MCI, Sprint) by local
telephone companies such as Verizon are among these
challenges. Long distance providers are also suffering
because of the growth of the wireless telephone indus-

try. Most wireless telephone companies now include
inexpensive long-distance calling plans as a standard
feature. The technological advancement known as
Voice Over Internet Protocol (VOIP) is another chal-
lenge to traditional long distance/overseas telephone
service providers. VOIP providers allow users with a
high speed internet connection to make telephone
calls from their computer to another telephone any-
where in the world. This service is normally provided
at a flat rate for unlimited use. The challenges that
long distance service providers face are balanced with
the opportunities provided by wireless, cable and data
service providers. As technology develops, more features
are offered. Consumers seem eager for the ability to
use the available service and features of 3G networks.
As these services, and charges for them, grow so will
toll telecommunications gross receipts tax revenue.

We estimate gross revenue from the Toll
Telecommunications tax (before the 1 percent trans-
fer on the gross receipts of non-residential customers
for baseball stadium funding) to be approximately
$63.3 million in both FY 2009 and FY 2010. We
project gross revenue to remain roughly flat for the
period FY 2011 to FY 2013.

Insurance Premiums Tax

The Districts insurance premiums tax rate is 1.7
percent of gross premium receipts. Annuities are tax-
exempt. The insurance premiums tax is levied on
insurance policies taken out by District residents as
well as on property that is registered in the District,
regardless of where the policies are written or initiat-
ed. Approximately 50 percent of the revenue from
the insurance premiums tax comes from life insur-
ance policies, with a combination of other premi-
ums (including business, health, property and
motor vehicle) making up the other half. After
September 11, 2001 and the Adantic Ocean hurri-
cane season of 2005, insurance rates increased.
Following 2001, many insurers either substantially
increased the price for terrorism coverage or
dropped the coverage completely. District regulators
reached an agreement that capped premium increas-
es for terrorism coverage at 24 percent.

In FY 2008, revenue collected from the insur-
ance premium tax, before the transfer to the Healthy
DC Fund was $52.6 million; net revenue (after the
transfer) was $46.7 million. Collections from taxes
on insurance premiums are estimated to be $56.5
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million in FY 2009 and $57.3 million in FY 2010
(after the transfer of insurance premium taxes to the
Healthy DC Fund). The net revenue from the insur-
ance premiums tax is expected to be flat through FY
2013, unless there is an external jolt to the insurance
industry.

Healthcare Provider Tax

The healthcare provider tax imposes a 6 percent tax
on the Districts nursing homes. The legislation was
passed during 2004. The tax is estimated to generate
$11 million annually in general fund revenue from
FY 2009 through FY 2013. All of the funds raised
are designated to go to the Nursing Facility Quality
of Care Fund.

Other Taxes

Deed Recordation and Deed Transfer
Taxes

While the real property tax is an annual tax on the
value of all existing taxable properties in the District,
deed taxes are levied only when taxable properties
are sold or transferred. More specifically, the deed
recordation tax is imposed on the recording of all
deeds to real estate in the District, and the deed trans-
fer tax is imposed on each transfer of real property at
the time the deed is submitted for recordation. The
deed recordation tax must also be paid on the
increased value when commercial property is refi-
nanced.

The “Deed Transfer and Recordation
Clarification Act of 2006” increased both the deed
recordation and deed transfer tax rates from 1.1 per-
cent to 1.45 percent effective October 1, 2006.
However, both the deed recordation and deed trans-
fer tax rates for residential property transfers with a
total consideration of less than $400,000 remain 1.1
percent.

In light of recent deed tax rate changes, the fol-
lowing analysis of deed tax trends uses normalized
deed tax collection data. Normalized deed tax data
transforms all deed tax revenue, regardless of the effec-
tive tax rate, into tax revenue as if it was taxed ata 1.1
percent tax rate. This method nullifies the effect of the
two tax rate changes in recent years in order to extract
and better understand the underlying economic activ-
ity that is reflected by deed tax collections.

There are three general component sources of

deed tax revenue: commercial property sales, residen-
tial property sales and refinancing of commercial
property. In FY 2008, it is estimated that the com-
mercial sales sector accounted for 35.7 percent of
deed tax collections, the residential property sales sec-
tor accounted for 47.8 percent, and the commercial
refinancing sector accounted for 16.6 percent.
Refinancing activity is measured by the difference
between deed recordation and deed transfer taxes.
Deed tax revenue from commercial property sales
was 44.0 percent lower in FY 2008 than in FY 2007,
while deed tax revenue from residential property sales
was down 5.9 percent and commercial refinancing
down 41.2 percent. As stated earlier, the city’s real
estate market for calendar years 2001 to 2005 was
spectacular in terms of the number of sales and con-
tinuously increasing sale prices. But 2006 was the
year in which the market began to soften in terms of
the number of property sales and the average sale
price for certain types of properties. This increasing
softness remained in the marketplace through 2008,
particularly in the commercial sales sector.

Using normalized deed tax data, deed recordation
tax revenue declined by 11.6 percent in FY 2007, and
deed transfer tax revenue declined by 10.9 percent in
FY 2007. Deed recordation tax revenue in FY 2008
declined by an additional 31.1 percent, and deed
transfer tax collections also declined by an additional
206.2 percent in FY 2008. The general cause for this
relatively sudden and dramatic weakening was the
national subprime mortgage crisis (that began in
earnest August 2007), the current national economic
recession (that began December 2007), and the
financial/banking crisis (that began in earnest
September 2008). Notwithstanding the strong
underlying fundamentals of the local real estate mar-
ket over the next few years, which include slight
growth in the total number of new jobs, population,
and households, as well as a growing list of entertain-
ment/retail outlets and other attractive amenities
throughout the city, it appears that the pervasive dis-
mal economic environment and more specifically the
lack of debt financing and overall financial crisis has
caused many to re-evaluate and/or postpone their
plans to purchase property in the city. However as
indicated from the few sales that took place in 2007
and 2008 at increasing average sale prices, real estate
in the city is maintaining its market value. It is expect-
ed that the dismal economic environment will pre-
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clude growth in the city’s property market in FYs
2009 and 2010, but it is expected that financial crisis
will be mostly resolved and the national economic
growth will resume in late 2010 and 2011. These con-
ditions are expected to lead to a plethora of property
sales in the city which will serve as the basis for growth
in deed tax collections starting in late FY 2011.

The deed taxes have also been subject to major leg-
islative changes in recent years. The “Housing
Production Trust Fund Second Amendment Act of
2002” requires that 15 percent of the District's deed
recordation and transfer tax revenue be transferred to
the Housing Production Trust Fund annually. The
Housing Production Trust Fund (HPTF) provides
funds for the acquisition, construction and rehabilita-
tion of affordable multifamily housing projects. The
amount of Deed Recordation taxes transferred to the
HPTF in FY 2008 was $23.9 million, and the amount
of Deed Transfer taxes transferred to the HPTF in FY
2008 was $16.7 million. Total Deed Tax Revenue ded-
icated to the HPTF are projected to be $22.4 million
in FY 2009 and $17.9 million in FY 2010.

The net deed recordation tax revenue expected to
go to the General Fund is estimated to be $75.7 mil-
lion in 2009 and $61.0 million in 2010. (See table 4-
29.) This is a 36.0 percent decrease in net revenue to
the General Fund in FY 2009 and a 19.4 percent
decrease in FY 2010. Net deed transfer revenue

expected to go to the General Fund is estimated to be
$51.0 million in 2009 and $40.4 million in 2010.
This is a 40.8 percent decrease in net revenue to the
General Fund in FY 2009 and a 20.7 percent
decrease in FY 2010.

Economic Interests Tax

The economic interest transfer tax is triggered by the
sale of a controlling interest in a business entity that
includes one or two of the following elements: 1) 80
percent or more of the assets of the entity consist of
real property located in the District of Columbia; or
2) more than 50 percent of the gross receipts of the
entity are derived from ownership or disposition of
real property in the District. In FY 2008, if either of
these two elements was present, then the tax rate was
2.2 percent of the consideration. This tax is generally
paid by real estate investment trusts and similar part-
nerships.

Economic interest transfers are normally very
large and infrequent. It is difficult to predict when
business entities that are subject to the economic
interest tax will sell their ownership interest instead of
just selling the property. But, by examining the trends
of recent years, it can be determined that the increase
in revenue from this source is correlated with the
overall robustness of the commercial real estate market.

Between 1990, the year this tax was first enacted,

Table 4-29
Other Tax Revenue, Fiscal Years 2008-2013
($ thousands)
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Revenue Source Actual Revised Original Projected Projected Projected
Estate 66,899 70,000 60,000 60,000 60,000 60,000
Deed Recordation (gross) 155,974 89,014 71,746 72,456 84,795 94,877
Transfer to HPTF (23,853) (13,352) (10,762) (10,868) (12,719) (14,232)
Transfer to Comp. Housing Strategy Fund  (13,819)
Deed Recordation (net) 118,302 75,662 60,984 61,587 72,076 80,646
Deed Transfer (gross) 112,434 60,040 47,588 48,156 55,702 60,380
Transfer to HPTF (16,736) (9,006) (7,138) (7,223) (8,355) (9,057)
Transfer to Comp. Housing Strategy Fund  (9,460)
Deed Transfer (net) 86,238 51,034 40,449 40932 47,346 51,323
Economic Interests 54,815 17,955 14,091 10,545 10,545 10,545
Total Other Taxes 326,254 214,651 175,524 173,065 189,967 202514
Revenue

4-39



and 2005, the annual revenue from this tax did not
exceed $17 million. But because of the extremely
robust activity in the city’s commercial real estate sec-
tor in 2006 and 2007, the revenue from transactions
subject to the economic interest tax reached $30.3
million in FY 2006, a record level of $64.8 million in
FY 2007, and $54.8 million in FY 2008. For the first
three months of FY 2009, cash collections for this rev-
enue source amounted to only $8.1 million (an 82.0
percent decline from the same period in FY 2008).
This appears to be a combination of 1) the residual
effects of the weakening dynamics of the real estate
market in 2008 and 2) increasing the tax rate for this
tax from 2.2 percent to 2.9 percent beginning in FY
2009 via the “FY 2009 Budget Support Act of 2008”.
It is expected that total revenue from economic inter-
est transfers will total $17.9 million in FY 2009 and
$14.1 million in FY 2010. It is expected that the
District will receive approximately $10.5 million
annually in economic interest tax collections in FYs
2011 to 2013.

The Estate Tax

Prior to 2002, the District of Columbia piggybacked
on the federal estate tax system, using the federal “state
death tax credit” as the starting point for the District’s
estate tax computation. Under this system, District
taxpayers received a dollar-for-dollar credit against
their federal estate tax payments for any estate tax due
to the District of Columbia. District estate taxes, there-
fore, imposed no additional burden on decedent
estates and did not increase the total estate tax pay-
ment beyond what would have been paid under fed-
eral law. This revenue-sharing approach provided for a
system of uniformity across all states and the District
of Columbia in the collection of death taxes. It result-
ed in minimal estate tax administration on the part of
the District and minimized the impacts of “death
shopping” to reduce estate taxes at death.

The federal “Economic Growth and Tax Relief
Reconciliation Act” (EGTRRA) of 2001 changed this
situation. This legislation gradually eliminates the fed-
eral estate tax over the next several years, with full
repeal taking effect in year 2010. However, the estate
tax elimination is only temporary with the full estate
tax scheduled to return in 2011. The major aspects of
the EGTRRA legislation are:

m  Lowered tax rates for the largest estates;

m Raised the current exemption level from $1.5
million to $2 million in 2006, and further to $3.5
million in 2009; and

m Eliminated the state credit.

District law, however, stipulates that existing
District estate tax laws are automatically decoupled
from the recent and forthcoming federal estate tax
law changes. For example, while the federal threshold
was $2 million in FYs 2006 and 2007 the District
threshold was $1 million. Furthermore, when the
federal threshold is raised to $3.5 million in FY 2009,
the District threshold will remain $1 million. Hence,
some District estate tax payers may be required to file
and pay District estate taxes even when no federal fil-
ing or tax is due. This divergence in thresholds for the
District and federal estate taxes increases the com-
plexity for applicable District tax payers and is more
likely to adversely affect collections in terms of tax
compliance.

From the Government of the District of
Columbias perspective, it is important to note that
the current estate tax is primarily a federal tax that is
overwhelmingly governed by complex federal regula-
tions. The federal estate tax return takes at least nine
months to complete and practically compels affected
decedent estates to hire lawyers to ensure compliance.
Also, federal estate tax forms must be filled-out com-
pletely in order to calculate District estate tax liability,
even when no federal estate tax is due but District
estate tax is due. Essentially, the District does not have
a stand alone estate tax structure. District estate tax
legislation is a diminutive appendage to a complicat-
ed set of unwieldy federal rules and regulations.
Therefore, no District legislative action, short of cre-
ating an entirely stand-alone estate tax system, will
completely offset the adverse effects of EGTRRA,
which is estimated to adversely affect estate tax rev-
enues at the federal and District levels annually.

Notwithstanding the current status of federal leg-
islation and District legislation and its interplay, there
is evidence that many wealthy District residents,
potentially subject to the estate tax, have significantly
enhanced their wealth positions in recent years (pos-
sibly through the stock markets and/or real estate
related developments). And while District estate tax
revenue between years 1995 and 2006 amounted to
an average of approximately $30 million a year, enor-
mous equity and asset appreciation for the citys
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wealthiest residents is believed to have been a factor in
$30.1 million being collected in FY 2006, $54.3 mil-
lion being collected in FY 2007, and $66.9 million
being collected in FY 2008. It is expected that total
revenue from the estate tax will total $70.0 million in
FY 2009. In FYs 2010 to 2012 annual revenue is
expected to amount to approximately $60 million
annually. (See table 4-29.)

Non-Tax Revenues

General Purpose Non-Tax Revenues

Total general purpose non-tax collections are project-

ed to be $339.8 million in FY 2009. (See Table 4-30.)

This is $46.0 million or 11.9 percent less than FY

2008 non-tax revenue collections. Factors contribut-

ing to this decrease in general purpose non-tax rev-

enue in FY 2009 include the following:

m  Collections from licenses and permits are project-
ed to be $24.0 million lower or 28.3 percent
lower than FY 2008 revenue collections.

m  Collections from fines and forfeitures are expect-
ed to be $30.7 million higher or 31.0 percent
higher in FY 2009 than in FY 2008.

m  Collections from charges for services are expected
to be $4.6 million or 10.5 percent higher in FY
2009 than in FY 2008.

m  Collections from miscellaneous revenues are esti-
mated to be $57.2 million or 36.1 percent lower
in FY 2009 than in FY 2008, primarily due to a
$19.6 million decline in interest income, and a
$45.7 million decline in other revenue.

For FY 2010, total general purpose non-tax col-
lections are expected to be $335.2 million (see Table

4-30), which is down $4.7 million (1.4 percent) from

FY 2009. Contributing factors to this decrease in gen-

eral purpose non-tax revenue in FY 2010 include:

m  Collections from licenses and permits are expect-
ed to be down $0.9 million (1.4 percent) from FY
20009.

m A 2.8 percent increase in fines and forfeitures is
expected in FY 2010. This increase is mainly due
to an expected increase in red light camera fines of
$2.5 million.

m  A5.2 percent decrease in miscellaneous revenue is
expected in FY 2010 from FY 2009. This is due
to an expected decrease in interest income of $7.5
million or 17.4 percent from FY 2009.

m  Revenue from charges for services is expected to
decrease by 4.5 percent in FY 2010 from FY
2009. This is due to an expected decrease in cor-
porate recordation fees ($2.0 million or a 22.2
percent decrease).

Special Purpose Non-Tax Revenue

Special purpose non-tax revenues, often times
referred to as O-Type or Other revenues, are funds
generated from fees, fines, assessments, or reimburse-
ments that are dedicated to the District agency that
collects the revenues to cover the cost of performing
the function. The “dedication” of the revenue to the
collecting agency is what distinguishes this revenue
from the general-purpose non-tax revenues. The leg-
islation that creates the fee, fine or assessment must
stipulate its purpose-designation and must also state
whether any unspent funds are to retain designation
at the conclusion of the fiscal year or revert to gener-
al-purpose funds. Unspent revenue in certain funds
cannot revert to general purpose funds. Dedicated
revenues limit the use of the District's General Fund

Table 4-30
General Purpose Non-Tax Revenue, Fiscal Years 2008-2013
($ thousands)
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013

Revenue Source Actual Revised Original Projected Projected Projected
Licenses & Permits 84,921 60,892 60,034 63,043 60,043 63,053
Fines & Forfeitures 98,932 129,582 133,211 130,041 129,885 127,540
Charges for Services 43,493 48,050 45,901 48,300 45,925 48,775
Miscellaneous 158,510 101,316 96,032 88,737 91,71 93,462
Total General Purpose Non-Tax

Revenue 385,856 339,841 335,178 330,122 327,564 332,830
Note: Table 4-40 (at the end of this chapter) provides a detailed listing of non-tax revenue by source.
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Table 4-31

Motor Fuel Tax Dedicated to the Highway Trust Fund, Fiscal Years 2008-2013

(§ thousands)

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Revenue Source Actual Revised Original Projected Projected Projected
Motor Fuel Tax 23,199 19,719 20173 20,637 21111 21,597

revenue by earmarking a portion of the revenue for
special purposes. Prior to FY 2002 dedicated non-tax
revenues were not considered local revenues and as
such were reported differently in the Comprehensive
Annual Financial Report (CAFR) and reported with
the District's federal and private grants in the
Financial Plan.

In FY 2010 the District is anticipating $454.4
million in revenue and use of fund balance of $72.6
million for a total of $527.0 million to cover the cost
of performing the functions associated with these
resources. The use of fund balance is a one-time rev-
enue source and as such is not projected for FY 2011
— FY 2013. Table 4-41 (at the end of this chapter)
shows the current law or baseline dedicated non-tax
revenue by agency and fund. Proposed policy initia-
tives that would change the D.C. Official Code or the
D.C. Municipal Regulations may, if enacted, provide
additional revenue to specific Special Purpose
Revenue funds in addition to the current law project-
ed revenues shown in this table. Exhibit B of Table 4-
19 shows proposed policy initiatives affecting Special
Purpose Revenue funds and their estimated revenue
impact.

Special Funds
The District operates several special funds financed by
tax revenues. These revenues are not available to the

General Fund and the Appropriated Budget.

Convention Center Fund. Beginning in FY 1999,
the formula financing the Convention Center Fund
includes only sales tax revenue from hotels, restaurants,
rental vehicles, and sale of prepaid phone cards. Prior
to FY 1999, revenues from a surtax of 5 percent on
franchise taxes and a $1.50 tax on each hotel room-
night were dedicated to the Convention Center Fund.
These funding sources were eliminated and replaced
by a larger share of the hotel sales tax dedicated to that
purpose. The hotel tax rate is 14.5 percent— a 4.45
percent rate dedicated to the Convention Center Fund

and a 10.05 percent rate to the Districts General
Fund. The 10 percent sales tax rate applies mainly to
restaurants but also includes rental cars, prepaid tele-
phone cards, tickets sold for baseball games, merchan-
dise at the baseball stadium, tickets sold for events at
the Verizon Center and merchandise at the Verizon
Center. Of sales taxed at the 10 percent rate, 1 percent
is dedicated to the Convention Center Fund and a 9
percent rate to the General Fund.

Highway Trust Fund. The motor fuel tax is assessed
at $0.20 per gallon and is levied on fuel wholesalers.
Motor vehicle fuel tax revenue is deposited directly
into a special account, the Highway Trust Fund, and
is not General Fund revenue. The Highway Trust
Fund uses both local-source and federal matching
funds to construct, repair and manage eligible District
roads and bridges. Approximately 400 of the 1,020
miles (or 39.2 percent) of streets and highways, as well
as 229 bridges in the District, are eligible for federal
aid.

In the Mid-Adantic region of the United States,
according to the Energy Information Agency (EIA),
the growth in fuel consumption has fluctuated in
recent years. Fuel consumption in the region grew
0.38 percent in 2007 but declined 2.8 percent in
2008. Locally, District annual fuel tax collections
have also been fluctuating in recent years. Collections
declined 3.7 percent in FY 2006, increased 7.3 per-
cent in FY 2007, and declined 13.4 percent in FY
2008 collections.

It believed that the weakening economy,
increased joblessness, and high fuel prices are the rea-
sons for the declines in the demand for motor fuel
both in the region and city in 2008. These factors are
expected to continue more so in 2009. Therefore, as
the EIA is forecasting growth regionally to be -0.85
percent in 2009 and 0.63 percent in 2010, the fore-
cast model for local collections predicts that annual
fuel consumption demanded of District fuel retailers
will decline at a rate of 15.0 percent in 2009 but grow
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Table 4-32
Ballpark Fund Revenue, Fiscal Years 2008-2013
($ thousands)

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Revenue Source Actual Revised Original Projected Projected Projected
Ballpark Fee 24,989 20,748 20,603 20,932 21414 21,649
Utility Taxes Dedicated to Ballpark 11,787 13,258 13,266 13272 13,277 13,281
Stadium Revenue 12,364 8,900 9212 9,663 10,204 10,766
Rent Payment 0 7,250 4,000 4,500 5,000 5,500
Total Ballpark Fund Revenue 49,140 50,156 47,081 48,367 49,895 51,196

annually beginning in 2010 at an average annual rate

of 2.3 percent. Thus, District fuel tax cash collections

for FYs 2009 and 2010 are expected to be $19.7 mil-

lion and $20.2 million, respectively.

Beginning in FY 2007, the following additional
revenue sources were dedicated to the Highway Trust
Fund:

m The incremental revenue from a 20 percent
increase in the right-of-way fees paid by utility
companies.

m The incremental revenue from a 20 percent
increase in the public space rental fees paid on
underground vaults.

m The incremental revenue from charging cable
companies 20 percent of the revised right-of-way
fee rates paid by utility companies.

Ballpark Fund. The “Ballpark Omnibus Financing
and Revenue Act of 2004” (the “Ballpark Act”) pro-
vides for the creation of a Ballpark Revenue Fund, into
which the Chief Financial Officer of the District (the
“CFQ”) is required to deposit “all receipts from those
fees and taxes specifically identified by any provision of
District of Columbia law to be paid into the fund and
any rent paid pursuant to a lease of the ballpark.” Those
fees and taxes are described below (see Table 4-32), and

include the Ballpark Fee, utility taxes, stadium revenue
and rent. The Ballpark Revenue Fund will be estab-
lished within the District's General Fund, and will be
pledged to pay debt service on the District’s baseball
stadium revenue bonds (the “Baseball Stadium
Bonds”).

The Ballpark Fee is a gross receipts fee that is levied
on businesses within the District with over $5 million
in gross receipts. (See Table 4-33 for the fee schedule.)
On or before December 1 of each year, the CFO is
required to compute the amount of the Ballpark Fee
collected in the prior fiscal year and the amount esti-
mated to be collected in the current fiscal year. If the
estimate for the current fiscal year is less than $14 mil-
lion, the CFO must calculate an adjustment of the
schedule to provide for an estimated receipt of $14
million in the next fiscal year. This adjusted schedule
will then take effect on the following October 1. The
fees are due in a single payment on June 15th annual-
ly. The District expects to receive about $21 million
annually from the Ballpark Fee.

The District collects a fee of 11 percent of the gross
receipts from sales for nonresidential customers of tele-
phone companies, television and radio broadcasting
companies. 1 percent of the 11 percent is deposited
into the Ballpark Revenue Fund to be used for debt

Table 4-33
Ballpark Fee Schedule
Approximate Number of
Gross Receipts Fee Fee-payers in CY 2008
$5,000,000 - $8,000,000 $5,500 489
$8,000,001 - $12,000,000 $10,800 472
$12,000,001 - $16,000,000 $14,000 205
Greater than $16,000,000 $16,500 638

Revenue

4-43



Table 4-34
Neighborhood Investment Fund, Fiscal Years 2008-2013
(§ thousands)

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Revenue Source Actual Revised Original | Projected Projected | Projected
Personal Property Tax 10,000 10,000 10,000 10,000 10,000 10,000

service on the Baseball Stadium Bonds. In FY 2000 the

tax structure on electricity distribution was changed. In

FY 2000, the tax structure on natural gas and heating

oil was changed. Currently in addition to 1 percent of

the gross receipts of nonresidential customers’ tele-
phone, cable and radio subscription bills, the District

collects and deposits to the Ballpark Revenue Fund a

tax of $0.0007 for each kilowatt-hour of electricity

delivered to non residential end-users in the District of

Columbia, $0.00707 per therm of natural gas, and

$0.017 per gallon of heating oil. Taxes are remitted to

the District monthly. The District expects to receive
about $13.3 million in FY 2009 and FY 2010 from
these utility taxes.

The stadium-related sales tax streams include:

m  Taxes on tickets sold. In addition to the 5.75 per-
cent generally applicable tax, there is an additional
4.25 percent Stadium-specific tax.

m  Taxes on parking at the stadium for baseball games.
This tax is a 12 percent generally applicable tax.

m  Taxes on stadium concessions (excluding food and
beverages). In addition to the 5.75 percent general-
ly applicable tax, there is an additional 4.25 percent
Stadium-specific tax.

m  Taxes on food and beverages sold in the stadium.
This tax is a 10 percent generally applicable tax, less
one-tenth that must be transferred to the
Wiashington Convention Center Authority Fund

for payment of debt service on Washington
Convention Center bonds.

The District expects to receive about $8.9 million
in FY 2009 and $9.2 million in FY 2010 from these
stadium-related sales taxes.

The stadium rent payment amounts shown in
Table 4-32 are based on a schedule of payments agreed
upon in the Baseball Stadium Agreement signed by the
team, the Mayor, and the District of Columbia Sports
and Entertainment Commission on September 29,
2004. The payments in FY 2005 through FY 2007
were not deposited in the Ballpark Revenue Fund.
Those rent payments were deposited with the District
of Columbia Sports and Entertainment Commission
for the operations at RFK Stadium.

Neighborhood Investment Fund. In 2004, District
legislation created a Neighborhood Investment Fund
and a Neighborhood Investment Program which ded-
icates approximately $10 million annually from per-
sonal property tax revenue to pay for a variety of com-
munity revitalization development purposes, includ-
ing commercial, residential, and civic uses for twelve

priority neighborhoods. (See table 4-34.)

Housing Production Trust Fund. The “Housing
Production Trust Fund Second Amendment Act of

Table 4-35

Estimated Deed Tax Receipts Transferred to the Housing Production Trust Fund and
the Comprehensive Housing Task Force Fund, Fiscal Years 2008-2013

($ thousands)

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Revenue Source Actual Revised Original Projected Projected Projected
Total Deed Tax Receipts
Transferred to HPTF 40,589 22,358 17,900 18,092 21,074 23,289
Total Deed Tax Receipts
Transferred to CHTFF 23,279 - - - - -
Total 63,868 22,358 17,900 18,092 21,074 23,289
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2002” requires that 15 percent of the District’s deed
recordation and transfer tax revenue be transferred to
the Housing Production Trust Fund annually. The
Housing Production Trust Fund provides funds for
the acquisition, construction and rehabilitation of
affordable multifamily housing projects. Funds newly
dedicated to housing production will be $22.4 mil-
lion in FY 2009 and $17.9 million in FY 2010. (See
table 4-35.)

Comprehensive Housing Task Force Fund. The
“Fiscal Year 2007 Budget Support Act of 2006” estab-
lished the Comprehensive Housing Task Force Fund
and increased the deed tax rates from 1.1 percent to
1.45 percent beginning in FY 2007. A portion of the
increase in the deed tax revenue that comes from the
increase in the deed tax rates is the funding source for
this fund. This fund will support a number of afford-
able housing initiatives including rent supplements,
workforce housing and energy assistance. $23.3 mil-
lion was transferred to the fund in FY 2008. (See table
4-35.)

The “Fiscal Year 2009 Budget Support Act of
2008” included a provision to deposit in the General
Fund the deed recordation and transfer taxes that had
been dedicated to the Comprehensive Housing Task
Force Fund by the “Fiscal Year 2007 Budget Support
Act 0of 2006”. Consequently; as is shown in Table 4-35,
no deed recordation or transfer tax revenue is trans-
ferred to the Comprehensive Housing Task Force
Fund after FY 2008.

School Modernization Fund. In FY 2006, the
District enacted the “School Modernization
Financing Act of 2006” which established the Public
School Capital Improvement Fund for the purpose of
funding capital improvements throughout the
District of Columbia school system. In FY 2008
$100 million of sales tax revenue was transferred to
this fund. In fiscal years 2009-2011, $106.0 million,
$112.4 million, and $119.1 million, respectively, will
be transferred to the fund. Beginning in FY 2012, the
amount of funds transferred to the Public School
Capital Improvement Fund will be indexed based on
the RSMeans Construction Cost Index for
Washington, DC. (See Table 4-23 for the amount of
sales tax transferred to the Public Capital
Improvement Fund in each year of the Financial
Plan.)

Policy Proposals

A number of policy proposals and other revenue-

affecting actions would affect District of Columbia

Local and Special Purpose revenue in FY 2010. Table

4-19, Exhibit B in the Revenue Chapter of the FY

2010 Proposed Budget and Financial Plan reports the

revenue impact of these proposals.

The following proposals would affect the
District’s revenue for the Local Fund component of
the General Fund.

m  Establish a DC One Card Replacement Fee.
Subtitle I.A of the Fiscal Year 2010 Budget Support
Act of 2009 (BSA) establishes a nonrefundable fee
of $5 for replacement of any DC One Card that
contains an electronic chip.

m Revise the Schedule of Fees Collected by the
Office of the Surveyor. BSA Subtitle II.D amends
D.C. Official Code Section 1-1329 to establish a
new fee schedule for services provided by the
DCRAS Office of Surveyor. Fees affected include
those relating to: building plats, registradon of
land surveyors, street and alley closings, subdivi-
sion of land plats, filing wall examination reports,
project review fees for fire suppression systems for
hoods and ducts, construction modification and
specialized shop drawing review requests, elevator
repair permits, and new elevator permits.
Additionally, this Subtitle establishes an
“Enhanced Surveyor Function Fund.” All revenue
received from fees for services provided by the
Office of the Surveyor is to be deposited into this
fund and be used to maintain and upgrade the
surveying systems and enhancing customer ser-
vice delivery by the Office of the Surveyor. Since
this new fund is a Special Purpose Revenue fund,
revenue from existing fees would now be deposit-
ed into this fund rather than be accounted for as
non-tax revenue. The Fiscal Impact Statement
(FIS) for this Subtitle estimates a non-tax revenue
loss of $233,808. This Subtitle also requires that
$29,750 be annually deposited in the District’s
General Fund from the Enhanced Surveyor
Function Fund. Consequently, the net revenue
loss in non-tax revenue would be approximately
$204,000 in FY 2010.

m  Transfer Half of NOI Fines to the BBL Fund.
BSA Subrtitle ILE directs half of the fines collect-
ed from “Notice of Infraction Fines” (NOI) to be
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deposited into the Basic Business License (BBL)
Fund and be used to pay for costs of the basic
business licensing system. By directing half of the
fines to the BBL Fund, which is a Special Purpose
Revenue Fund, this provision reduces the amount
of Local Fund nontax revenue.

Establish a DCRA BBL Expedited Service Fee.
BSA Subtide ILE also amends D.C. Official
Code Section 29-101.121 to establish an option-
al expedited service fee structure for individuals
filing corporations-related documents. A $50 fee
will be charged for expedited 3-day service, in
addition to all other fees required by statute or
regulation. For expedited same-day service, a
$100 fee will be charged in addition to all other
fees required by statute or regulation. No addi-
tional fees will be charged for regular, non-expe-
dited service.

Establish an Elevator Licensing Fee. BSA
Subtitle II.P amends Chapter 28 of Title 47 of
D.C. Official Code to establish a $260 fee for the
issuance, renewal, or reinstatement of a license for
elevator contractors, mechanics and inspectors in
the District.

Elimination of the 50% Discount on Most
Parking Citations for Fleet Adjudication
Program Participants. During the FY 2008-09
oversight process, the Council's Committee on
Public Works and Transportation learned that the
District had earlier established a 50% discount on
most parking citations for participants in the Fleet
Adjudication Program at DMV. This policy was
abandoned prior to FY 2009. However, due to a
miscommunication within the DMV, the
District was still providing the discount on these
citations. While the District is no longer provid-
ing these discounts, revenue for these citations
was not accounted for in the Mayor’s submitted
FY 2010 budget proposal. As such, the Chief
Financial Officer certified $120,000 of addition-
al, previously unaccounted for revenue from these
citations.

Elimination of the Adjudication Option for
Fleet Reconciliation Program Participants. BSA
Subtitle VI.A replaces the current Fleet
Adjudication  Program  with the Fleet

Reconciliation Program. One difference between
the two programs is that participants in the Fleet
Reconciliation Program will not be able to con-
test any issued citations. Additional citation rev-
enue will result from citations that would have
otherwise been dismissed through the adjudica-
tion process.

Raise Taxi and Limo License Fees. BSA Subtitle
VLF increases certain taxicab and motor vehicles
for hire fees. Fees that increase include: annual
licenses for taxicab and motor vehicles for hire
operators; the annual processing fee paid by taxicab
companies and associations; not valid for hire and
taxicab annual operator ID cards; public vehicles
for hire licenses; and licenses to operate an ambu-
lance, funeral car, or sightseeing vehicle. This
Subtitle also amends 31 DCMR 1101 so that all
public vehicles for hire operators (not just taxicab
operators) will pay the annual assessment that is
deposited into the D.C. Taxicab Commission
Fund. In addition, this Subtitle increases the lim-
ousines business license fee for a D.C.-based lim-
ousine organization, and the business license fee
fora D.C.-based independently operated limousine.
Incorporate  Acts Passed  Subject to
Appropriation. BSA Subtitle VILA repeals the
“subject-to-appropriations” clauses for a number
of legislative actions that are already funded, or
would be funded by the proposed FY 2010
through FY 2013 budget and financial plan. The
subtite also provides various technical amend-
ments and re-regulates certain funding require-
ments.

Eliminate Sales Tax Holidays. BSA Subtitle
VILB amends Chapter 20 of Title 47 of the D.C.
Official Code to eliminate time-sensitive exemp-
tions to the application of the gross sales tax.
These sales tax exemptions are commonly known
as “Sales Tax Holidays”.

Transfer School Paygo from Dedicated Tax to
Local. In FY 2006, the District enacted the
School Modernization Financing Act of 2006,
which established the Public School Capital
Improvement Fund for the purpose of funding
capital improvements throughout the District of
Columbia school system. The Act specified the
amount of sales tax revenue to be dedicated to
this fund. Under BSA Subtitle VILE sales tax rev-
enue would no longer be dedicated to this fund,
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but would remain in the Local Fund.

Set Floor on Taxable Assessments. Due to the
interplay of the property tax cap on assessments
and the homestead exemption, 21,898 (23 % of
all Class I homesteads) paid less than 40 percent
of the market value of their 2009 Market
Assessment. BSA Subtitle VILF amends the law
so that if the current tax year’s taxable assessment
of a real property receiving the homestead deduc-
tion is less than 40% of the current tax year’s
assessed value, then the current tax year’s taxable
assessment (for purposes of D.C. Official Code
Section 47-864(b)(1) as revised by this Subtitle)
shall be 40% of the current tax years assessed
value.

Close Delaware Holding Company Loophole.
Currently corporations may use passive invest-
ment companies (PICs), also known as Delaware
Holding Companies, to shelter income from
D.C. tax. For example, the D.C. firm may be
required to pay license or royalty fees to the PIC,
which may serve as the holder of trademarks or
other intangible assets. The fees paid by the D.C.
firm are deductible, while the income from intan-
gible assets is generally not taxable in Delaware
and certain other jurisdicdons. BSA Subtitle
VILG closes this tax avoidance loophole.

Apply Economic Interest Taxes to Sale of Co-op
Units. At present, co-op owners are exempt from
deed and transfer taxes. When a co-op unit owner
sells, it is a transfer of an economic interest. There
is no deed recorded or transferred. BSA Subrtitle
VIL.H requires co-op sales to be taxed under an
equivalent Economic Interest Tax.

Tax Compliance Initiative. BSA Subtitle VIL.]
authorizes the Chief Financial Officer to establish
a program to provide amnesty to a taxpayer liable
for the payment of certain D.C. Official Code
Title 47 taxes for returns or reports required for
tax periods ending prior to January 1, 2009.
Revenue Effect of Stimulus Tax Relief. The fed-
eral government has proposed legislation to pro-
vide an economic stimulus to the U.S. economy:.
Part of the Stimulus Plan includes federal tax
relief. Since certain provisions in the District’s tax
code are affected by federal tax legislative changes,
the Stimulus Plan will have an impact on the
District’s revenues. Four tax provisions in the Plan
could have an impact on the District:

Corporate Income Tax Deferral of Income
from Canceled or Repurchased Business
Debt. Under current law, firms recognize
income when they cancel debt or repurchase
debt for an amount less than the issue price.
This provision in the Stimulus Plan allows
firms to defer this type of income for the first
four to five years and then recognize the
income for tax purposes over the following five
taxable years. Since BSA Subtitle VILK decou-
ples the District from this Stimulus Plan pro-
vision, there will be no revenue loss to the
District.

Sales Tax Deduction for New Motor Vehicle
Purchases. The Stimulus Plan provides a
deduction for sales and excise tax on new
motor vehicles up to $49,500 for new cars,
light trucks, motorcycles, and mobile homes.
This provision phases out for taxpayers with
modified AGI in excess of $125,000
($250,000 joint), and has a sunset date of
12/31/09. District law currently exempts
motor vehicles from the general sales tax.
However, the District does impose an excise
tax on motor vehicles at rates of 6 to 8 percent
of the value depending on the weight of the
car. Since BSA Subtide VILK decouples the
District from this Stimulus Plan provision,
there will be no revenue loss to the District.
The Earned Income Tax Credit (EITC). For
tax years beginning 2009 and 2010 (thus the
impact for the District is in FY 2010 and
2011) this Stimulus Plan provision increases
the Federal EITC. The District “piggybacks”
on the Federal EITC by allowing the federal
tax filer to take 40 percent of the Federal EITC
as their D.C. EITC. Since BSA Subtite VILK
does not decouple the District from this pro-
vision, the estimated revenue loss to the
District is $1.8 million in FY 2010 and $1.7
million in FY 2011.

Unemployment ~ Insurance  Benefits
Exclusion. The stimulus legislation includes
an exclusion of up to $2,400 of unemploy-
ment insurance benefits from Gross Income
for taxable year 2009. The District conforms
to this part of the definition of Federal Income
in calculating Adjusted Gross Income. Since

BSA Subtite VILK does not decouple the
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District from this provision, the estimated
revenue loss is $1.0 million in FY 2009 and
$4.1 million in FY 2010.

m Building Bridges Across the River Tax

Exemption. BSA Subtitle VILM amends
Chapter 10 of Tide 47 of the District of
Columbia Official Code to add a new provision
that grants a property tax exemption for the real
property located at 3315 and 3321 23rd Street,
S.E., Lots 6 and 2 in Square 5894, owned by
Building Bridges Across the River, Inc., a non-
profit corporation so long as the property contin-
ues to be owned by Building Bridges Across the
River, Inc,, and used as a community play-
ground. This Subtite also requires that all real
property taxes, interest, penalties, fees, and other
related charges assessed against Building Bridges
Across the River, Inc., from the period beginning
on October 1, 2008, on real property located at
3315 and 3321 23rd Street, S.E., Lots 6 and 2 in
Square 5894, be forgiven and any payments
already made for these periods be refunded.

14 W and YMCA Anthony Bowen Project Tax
Exemption and Tax Relief. The FY 2010
through FY 2013 budget and financial plan
incorporates the fiscal effect of L17-0375, 14W
and the YMCA Anthony Bowen Project Real
Property Tax Exemption and Real Property Tax
Relief Temporary Act of 2009, enacted on
January 28, 2009. BSA Subtide VIL.R amends
D.C. Official Code Chapter 46 of Tide 47 to
provide real property and sales tax exemptions for
the “14W and the YMCA Anthony Bowen
Project Real Property Tax Exemption Act of
2009”, a mixed-use development to be con-
structed on Square 0234, Lot 164 in Ward 1,
which consists of 231 units of rental apartments
(including 18 units devoted to affordable hous-
ing), retail space, a below-grade parking garage,
and the new YMCA Anthony Bowen, a 45,000
square foot community and wellness facility. This
legislation exempts the developer of the Project
from sales tax on the purchase of materials used
directly for the construction of the Project.
Additionally, the legislation exempts the Project
from real property taxes for ten consecutive years,
and then would provide a 10 percent increase in
property taxes owed each year for an additional
ten years until property taxes reach 100 percent.

m View 14 Economic Development. The FY 2010

through FY 2013 budget and financial plan incor-
porates the fiscal effect of A18-0065, View 14
Economic Development Temporary Act Of
2009, enacted on April 27, 2009. BSA Subtitle
VILS amends D.C. Official Code Chapter 46 of
Tide 47 to provide real property and sales tax
exemptions for the “View 14 Project”, a mixed-
use development to be constructed on Square
2868, Lot 155 in Ward 1, which consists of 185
units of condominiums/apartments (including
some devoted to affordable housing), retail space,
and a below-grade parking garage. This legislation
would exempt the developer of the Project from
sales tax on the purchase of materials used direct-
ly for the construction of the Project. Additionally,
the legislation would exempt the Project from real
property taxes for ten consecutive years, and then
would provide a 10 percent increase in property
taxes owed each year for an additional ten years
until the annual real property taxation reaches 100
percent. The legislation also stipulates that the
combined amount of the sales and real property
tax exemption shall not exceed $5.7 million.
God of a Second Chance Ministry Real Property
Tax Relief. Under BSA Subtite VIV all unpaid
real property taxes, interest, penaldes, fees, and
other related charges assessed against real property
located at Lot 0153, Square 5365 would be for-
given for the period June 23, 2008 through May
31, 2009. Also, any payments already made for
this period would be refunded.

Mandate Combined Reporting for TY 2011.
BSA Subtitle VILW would mandate combined
reporting for corporate income tax payers begin-
ning with tax year 2011. It would require a multi-
state corporation operating in the District to com-
bine all of its entities into a whole prior to appor-
tioning income. Under combined reporting, cor-
porations would be required to combine their
nationwide net profits. The District would then
tax a share of that combined income using an
appropriate apportionment formula. Combined
reporting would eliminate tax-avoidance strategies
of large multi-state corporations by treating the
parent and most subsidiaries as one corporation
for District income tax purposes. Since adopting
combined reporting is a significant undertaking, a
Tax Year 2011 effective date has been set in order
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to provide the Office of Tax and Revenue time to
develop rules and systems, as well as to educate
and inform taxpayers.

Delay Implementation of Homestead Deduction
Indexing. BSA Subtitle VIL.X would maintain the
homestead deduction at $67,500 through
September 30, 2012. Beginning October 1,
2012, the homestead deduction would be
increased annually by a cost-of-living adjustment.
The Washington Area Consumer Price Index
would be used to make the adjustment.

Delay Implementation of Standard Deduction
Indexing. BSA Subtide VILX would maintain
the standard deduction at $4,000 ($2,000 for
married filing separately returns) through
December 31, 2012. Beginning January 1, 2013,
the standard deduction would be increased annu-
ally by a cost-of-living adjustment. The
Washington Area Consumer Price Index would
be used to make the adjustment.

Delay Implementation of Personal Exemption
Indexing. BSA Subtitle VILX would maintain
the personal exemption at $1,675 ($3,350 for
head of household returns) through December
31, 2012. Beginning January 1, 2013, the per-
sonal exemption would be increased annually by
a cost-of-living adjustment. The Washington Area
Consumer Price Index would be used to make the
adjustment.

Increase Retail Sales Tax Rate. BSA Subtide
VILX would increase the retail sales tax rate from
5.75 percent to 6 percent for the period October
1, 2009 through September 30, 2012. The gen-
eral retail sales tax rate will remain at 5.75% for
legitimate theaters and entertainment venues with
10,000 or more seats so long as such taxes are not
applied to pay debt service on tax exempt bonds.
Increase Gasoline Excise Tax. BSA Subtitle VILX
would increase the gasoline excise tax from $0.20
per gallon to $0.235 per gallon beginning
October 1, 2009. The additional revenue gener-
ated by the increase will be distributed to the
Local Fund rather than to the Highway Trust
Fund.

Increase Cigarette Excise Tax. BSA Subtitle
VILX would increase the cigarette excise tax from
$2.00 per pack of 20 cigarettes to $2.50 per pack
beginning October 1, 2009.

Increase Little Cigar Excise Tax. BSA Subtitle

VILY defines the terms cigarette, cigar, litte cigar,
and moist snuff. This subtite also provides that
litle cigars would be taxed at the same rate per lit-
tle cigar as is levied per cigarette. As a conse-
quence, BSA Subtitle VILX, which increases the
cigarette excise tax, would also mean that a small
cigar excise tax of $2.50 per pack of 20 little cig-
ars would be levied beginning October 1, 2009.
Currently, little cigars are taxed at a 12 percent
rate on the retail sale.

Community Health Care Financing Fund
Revenue. Within Title VIII of the BSA, the bud-
get proposes to use $18.3 million, $14.84 million,
and $4.0 million in FY 2009, FY 2010, and FY
2011, respectively, from the certified fund balance
of the Community Health Care Financing Fund
available pursuant to section 102(b)(1) and (2) of
the Community Access to Health Care
Amendment Act of 2006 (D.C. Law 16-288;
D.C. Official Code Section 7-1932(b)(1) and
).

Tobacco Trapping Event Revenue. The District
has not been receiving a portion of tobacco settle-
ment revenues, specifically, amounts in excess of
the annual debt service payments on the FY 2001
tobacco bonds. This is because one of the major
tobacco companies’ bond rating was downgraded
below investment grade. Per the 2001 tobacco
bonds agreements, residual revenues have been
“trapped” in an account with the bond trustee, as
protection from a potential reduction in future
tobacco settlement revenues that might occur
should that tobacco company go bankrupt. Now
that the company’s rating has been upgraded, and
the trapping event has gone away, the $23 million
in this account would be released to the District.
Use Motor Vehicle Theft Prevention
Commission Fund Revenue as Local. BSA Titde
VIILA proposes to deposit fines for motor vehicle
insurance violations listed in D.C. Official Code
Section 31-2413(a) into the Local Fund in FY
2009. Currently, these fines are dedicated to the
Motor Vehicle Theft Prevention Fund, which is a
Special Purpose Revenue account. Therefore, this
proposal would add to Local fund revenue, but
reduce Special Purpose fund revenue, in FY 2009.
Use Dedicated Tax Revenue as Local Revenue.
As shown in Table 4-19, Title VIII of the BSA

proposes to use a portion of certain dedicated tax
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revenues as Local Fund revenue. This would
increase the amount of Local revenue available,
but decrease, by the same amount, the amount of
tax revenue directed to a number of dedicated tax
revenue funds. In FY 2009, a portion of the
Unified Fund’s parking tax revenue and the
Community Benefit Fund’s revenue would
become Local revenue. In FY 2010, the
Community Benefit Fund, the Neighborhood
Investment Fund, the Baseball Fund, the Healthy
DC Fund, the Nursing Quality of Care Fund,
and the Tax Increment Financing Fund would be
affected by this BSA Subtitle. In FYs 2011-2013,
the Community Benefic Fund, the
Neighborhood Investment Fund, and the
Baseball Fund would have a portion of their ded-
icated tax revenues directed to the Local Fund.
Increase DC Employee Parking Fees. This pro-
posal (BSA Subtides I.AA and VIIL.C and D)
would increase D.C. government employee park-
ing charges at D.C. owned (Reeves Center,
Judiciary Square, 300 Indiana Avenue, Recorder
of Deeds, and 1st and E N'W) and leased facilities
from $80 to $160 per month. The additional rev-
enue generated would go to the Local component
of the General Fund rather than to the Special
Purpose Revenue Parking Fees fund administered
by the Department of Real Estate Services.
Convert Certified Unbudgeted O-type Revenue
to Local. BSA Subtitle VIII.C would transfer (in
FY 2010) certified, but unbudgeted, O-type rev-
enue from various funds to the Local Fund so that
this revenue is recognized as FY 2010 revenue.
Transfer Office of Cable TV Revenues to Local.
BSA Subtitle VIII.C would also transfer (in FY
2010) a portion of the Special Purpose (O-type)
revenue from cable franchise fees to the Local
Fund. Normally, this revenue would go to the
Cable Franchise Fees fund administered by the
Office of Cable Television.

Transfer DDOT Unified Fund Revenues to
Local. BSA Subtitle VIII.C would also transfer (in
FY 2010) to the Local Fund a portion of the
Special Purpose (O-type) revenue normally
directed to DDOT’s Unified Fund.

Reclassify Class III Property. Under current law,
Class III properties are vacant, abandoned, or nui-
sance properties and are subject to a rate of $10
per $100 of assessed value. This amendment

reclassified vacant property to the appropriate res-
idential and nonresidential classes. Only proper-
ties designated by DCRA as “blighted” will be
subject to the $10 rate.

Retail Service Station Deed Transfer Surtax. A
new surcharge is added to the existing deed trans-
fer tax for retail service stations that had or should
have had a business license or endorsement to
operate as same within 6 months before the date
the deed was timely recorded. The tax collected
under this subsection shall be deposited in the
General Fund of the District of Columbia.
Convert E911 Fee to Local. As shown in Table 4-
19, in FY 2010, a portion of the Special Purpose
(O-Type) fee revenue normally directed to the
E911 and 311 Assessment Fund is transferred to
the Local Fund.

Transfer Additional Certified Revenue from
DDOT TCO Issued Tickets to Local. Since FY
2009 revenue from parking and moving violation
tickets issued by DDOT Traffic Control Officers
has been greater than projected, the Office of the
Chief Financial Officer certified an additional $2
million of revenue from DDOT TCO issued
tickets to be transferred to Local.

Allen Chapel AME Senior Residential Rental
Project Tax Exemption and Tax Relief. This leg-
islation amends Chapter 10 of Title 47 of the
District of Columbia Official Code to add a new
provision that grants a property tax abatement in
FY 2009 for certain real properties owned by
Allen Chapel AM.E. Church. The legislation
also allows reimbursement of all tax payments
made on these properties starting January 1,
20006, including all real property taxes, interest,
penaltes, fees, and other related charges assessed
against Allen Chapel AM.E. Church or by an
entity controlled, directly or indirectly, by Allen
Chapel A.M.E. Church.

CEMI-Ridgecrest - Walter Washington
Community Center Tax Exemption and Tax
Relief. This legislation provides tax relief to
Walter Washington Community Center—a pri-
vately-owned, taxable property that is operating
as a community center. The property is currently
in a tax sale, and the provisions of this legislation
would take it out of tax sale. This legislation also
exempts the real property located at Lot 128,
Square 6159, owned by CEMI-Ridgecrest,
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Incorporated, from real property tax in FY 2009.
The legislation further requires that taxes and
charges currendy owed by CEMI-Ridgecrest,
Incorporated for the real property be paid for
through a mortgage agreement entered into
between the District and the owner, on terms that
are same as the terms as the current mortgage
agreement between the two parties. Lastly, the leg-
islation requires all other amounts necessary to
redeem the real property under a tax sale be
deposited with the Chief Financial Officer on
behalf of the owner. It further specifies that if the
property is used for any purpose other than as a
community center, the sum of all forgiven unpaid
real property tax and penalties shall be paid to the
District with 5 percent interest, and further pro-
vides that in that case a lien will be placed against
the real property to secure the repayment.
Increased Parking Meter Rates. The Equitable
Parking Meter Rates Temporary Amendment Act
of 2009 increased parking meter rates and also
provided that the additional revenue from the rate
increase was to be directed to the Local compo-
nent of the General Fund rather than be dedicat-
ed to the District Department of Transportation’s
(DDOT) Unified Fund. Since the non-tax rev-
enue line of Table 4-19 does not include this FY
2009 Local Fund revenue, we report it in Exhibit
B of Table 4-19.

Hire New ABRA Inspectors. The Council’s
Committee on Public Works and Transportation
recommended adding four Alcoholic Beverage
and Regulation Administration (ABRA) inspec-
tors. This was in response the continuing need for
ABRA enforcement of new single sales prohibi-
tions, as well as existing sales to minors and other
licensee violations, and other violations at licensee
establishments. Additional revenue would be gen-
erated from ABRA’ increased enforcement
IESOUICEs.

Enhanced Parking Control Initiative. The
Council's Committee on Public Works and
Transportation recommended an enhanced
hybrid approach to parking enforcement that
would integrate License Plate Recognition System
(LPRS) enforcement with parking enforcement
by traditional parking control officers. The fol-
lowing actions are planned to support this initia-
tive:

- Hire 65 Parking Control and ROSA
Officers. This initiative will include 47 new
neighborhood parking control officers and 18
new officers for ROSA enforcement. Revenue
would be generated by the additional parking
citations issued as a result of this enhanced
neighborhood parking enforcement program.

- Sweeper Cam Program. The Department of
Public Works (DPW) introduced Sweeper
Cams in FY 2009. By May of 2009, there will
be 12 LPRS Units installed on Street
Sweepers. These Sweeper Cams are expected
to generate approximately 237,500 citations
in FY 2010. Sweeper Cam fines are $40.
Revenue would be generated by the addition-
al citations issued as a result of the Sweeper
Cam parking enforcement program.

m SWEEP Inspector Initiative. The Council’s

Committee on Public Works and Transportation
recommended the hiring of 21 additional
SWEEP Inspectors (there are currently 29
SWEEP inspectors) to adequately monitor the
cleanliness of the thousands of miles of sidewalks,
streets and alleys and enforce the Districts public
space litter laws. SWEEP Inspectors are responsi-
ble for both residential and commercial inspec-
tions. They monitor and impose fines for quality
of life issues such as: uncontained solid waste;
trash cans out at wrong time/place; overgrowth of
trees and shrubs; illegal dumping; pedestrians
who do not clean up after their dogs.

Additional Hack Inspectors Initiative. The
Council's Committee on Public Works and
Transportation recommended that five additional
hack inspector positions be created at the D.C.
Taxicab Commission (DCTC). This will enable
the DCTC to add a third shift of hack inspectors.
Additional citation revenue would be generated
from these positions by increased enforcement of
the prohibition on the illegal operation of out-of-
state taxicabs in the District of Columbia. Due to
inadequate enforcement resources, out-of-state
taxicabs are able to freely pick up passengers in the
District of Columbia, in violation of existing rec-
iprocity agreements which limit the ability of taxi-
cabs registered in one area jurisdiction to pick up
passengers in other jurisdictions. Such agreements
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are enforced stringently in other area jurisdictions.
Expand Automated Enforcement of Traffic
Violations. In FY 2010, the Metropolitan Police
Department (MPD) plans to expand the auto-
mated traffic enforcement (ATE) program allow-

Local fund at the end of the fiscal year, the pro-
posed budget incorporates the change at the
beginning of the fiscal year.

The following proposals would affect the

ing technology to help improve the Department’s
enforcement capabilities. Some of the new initia-
tives are modifications of existing programs.

District’s revenue for the Dedicated Taxes component
of the General Fund.
m  Transfer School Paygo from Dedicated Tax to

These include using mobile red light cameras in
addition to the existing fixed location cameras
and speed-on-yellow enforcement at existing
locations. Other new initiatives include gridlock
enforcement, overweight vehicles, laser speed
devices (similar to radar but works in locations
where radar does not work such as tunnels), and
making use of real-time access to insurance data.
Revenue generated by this program that is above
the amount needed to operate the program will
remain in the Local Fund.

Transfer from Other Funds (Convention
Center). This proposal is for the Washington
Convention Center Authority (WCCA) to pro-
vide funding to cover the cost of the District’s
Office of Motion Picture and Television
Development. This proposal will increase Local
Fund revenue because the WCCA is an
Enterprise Fund. As such, its revenue is not
counted as General Fund revenue.

Transfer Certain DISB O-type Revenues to
Local Fund. The “Fiscal Year 2009 Balanced
Budget Support Temporary Amendment Act of
2008” directed that “of the revenues collected in
Fiscal Year 2009 for O-type accounts described in
subsections (a), (b), and (b-1) of section 8 of the
Department of Insurance and Securities
Regulation Establishment Act of 1996 (D.C. Law
11-268; D.C. Official Code Section 31-107), a
total of $1,824,700 shall be deposited in local
funds.” Consequently, as shown in Table 4-19,
this amount is added to Local fund revenue, but

Local. In FY 2006, the District enacted the
School Modernization Financing Act of 2000,
which established the Public School Capital
Improvement Fund for the purpose of funding
capital improvements throughout the District of
Columbia school system. The Act specified the
amount of sales tax revenue to be dedicated to this
fund. Under BSA Subtitle VILE sales tax revenue
would no longer be dedicated to this fund, but
would remain in the Local Fund.

Use Dedicated Tax Revenue as Local Revenue.
As shown in Table 4-19, Title VIII of the BSA
proposes to use a portion of certain dedicated tax
revenues as Local Fund revenue. This would
increase the amount of Local revenue available,
but decrease, by the same amount, the amount of
tax revenue dire