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TO: All Councilmembers

FROM: Chairman Phil Mendelson
Committee of the Whole

DATE: May 17, 2016

SUBJECT: Report on Bill 21-667, the “Fiscal Year 2017 Budget Federal Portion Budget
Request Act of 2016~

The Committee of the Whole (“COW?”), to which Bill 21-667 was referred, reports
favorably thereon and recommends approval by the Council. This legislation establishes the
proposed authority for the federal portion of the District’s budget for Fiscal Year 2017.

The federal portion of the District’s budget consists of a small number of federal payments
that are appropriated directly by Congress to the District. The remainder — and vast majority — of
the District’s budget is appropriated via local legislation. For Fiscal Year 2017, that legislation is
Bill 21-668, the Fiscal Year 2017 Local Budget Act of 2016. Further information on the District’s
Fiscal Year 2017 budget and financial plan is set forth in the COW’s report on that legislation.
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I. BACKGROUND AND NEED

Section 442 of the District of Columbia Home Rule Act, approved December 24, 1973 (87
Stat. 798; D.C. Official Code § 1-204.42), requires the Mayor to prepare and submit to the Council
an annual budget for the District. Section 446, as amended by Law 19-321, the Budget Autonomy
Act of 2012 (D.C. Official Code 8 1-204.46), provides that the Council, within 70 days after receipt
of the Mayor’s proposed budget, shall by act adopt the annual budget for the District government,
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with the federal portion of the budget being submitted thereafter by the Mayor to the President for
transmission to Congress.

Bill 21-667, the Fiscal Year 2017 Budget Federal Portion Adoption and Request Act of
2016, as approved by the Committee of the Whole, and subsequently passed by the Council,
establishes the federal portion of the budget for Fiscal Year 2017 (“FY 2017”). The local portion
of the FY 2017 budget is appropriated through Bill 21-668, the Fiscal Year 2017 Budget Local
Portion Adoption Act of 2016 and is subject to the same congressional review as other Council
acts.

The District has had the authority, since 1973, to raise its own revenues. Prior to the
enactment of the National Capital Revitalization and Self Government Improvement Act of 1997,
however, a significant portion of the District’s budget was comprised of an annual payment from
the United States government to the District. This payment was approximately $660 million per
year. This federal payment constituted approximately 40 to 50 percent of the District’s total
budget.

As a result of District’s strong financial management, the federal payments to the District
government have shrunk, as of the current fiscal year, to less than 1% of the District’s operating
budget.

The District of Columbia’s Fiscal Year 2017 budget totals $13.4 billion. Of this, the vast
majority—3$10 billion—is locally raised through District taxes and fees or derived from other local
sources.! This means local dollars account for 74.6 percent of the District’s total budget. Most of
the rest—$3.3 billion—is federal formula spending that includes Medicaid and federal grants
available to all jurisdictions and for which the federal government has no unique oversight
responsibility. This latter portion accounts for 24.6 percent of the District’s total budget. Overall,
approximately 99.2 percent of the District’s budget is derived from local revenue and federal grants
not unique to the District. The remainder, less than 1 percent of the budget, comes from federal
payments specifically requested for programs or projects unique to the District.?

However, the District still suffers from a constrained tax base, because it is prohibited by
the Home Rule Act from taxing income at its source. The so called “commuter tax” not only
deprives the District of the power of other municipalities and states to tax income earned within
the jurisdiction by nonresidents; it also deprives the District of tax revenues that would otherwise
inure to it because part-year resident can take a credit against the income tax they would otherwise
pay to the District.

1 For fiscal year 2017, the local portion of the District’s budget consists of the following: $7.3 billion
derived primarily from income, property, and sales taxes; $0.3 billion from Dedicated Taxes; $1.3 million
from Private Grants and Private Donations; $0.6 billion from Special Purpose Revenue; and $1.8 billion
from Enterprise Funds.

2 The federal payment includes reimbursement for emergency planning and expenses related to events
like the Presidential Inauguration.
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Despite constraints such as these, the District maintains a strong economic record
supported by adherence to responsible financial management and fiscal discipline. This is
evidenced by the shrinking reliance on a federal payment, as noted above, and the solid financial
footing rooted in locally sourced funding. The District is growing, our tax base is growing, our
financial reserves are healthy, our capital spending is disciplined, and our retirement funds
are among the best in the nation. The District’s decreasing reliance on federal funding is also
prudent given cuts to federal spending that have impacted state and local governments in
recent years.

More evidence of the strong financial position of the District, and details of the responsible
policymaking that contributes to that position, is found in the Bill 21-668, the Fiscal Year 2017
Local Budget Act of 2016 and accompanying Committee Report.

The portion the District’s FY 2017 budget related to the federal budget request is contained

in Bill 21-667. The amounts and purposes set forth in Bill 21-667 are incorporated into the
District’s Fiscal Year 2017 Budget and Financial Plan books.

IT. LEGISLATIVE CHRONOLOGY

March 24, 2016 Chairman Mendelson introduces Bill 21-667 on behalf of the
Mayor
April 1, 2016 Notice of Intent to Act on Bill 21-667 is published in the District

of Columbia Register

April 4, 2016 Committee of the Whole holds a public briefing on Bill 20-667,
Bill 20-668, Bill 21-669, and the Mayor’s Fiscal Year 2017
Proposed Budget and Financial Plan

April 8, 2016 Notice of public hearings on Bill 21-667 is published in the
District of Columbia Register

April 6 - 26, 2016 Committees hold public hearings on the budgets of the
agencies under their purview and the subtitles of the Fiscal
Year 2017 Budget Support Act of 2016 that were referred
to them for comments

April 29, 2016 Committee of the Whole holds a public hearing on Bill 21-665,
Bill 21-666, Bill 21-667, Bill 21-668, and Bill 21-669

May 4-5, 2016 Committees mark up and approve their budget recommendations
for Fiscal Year 2017
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May 17, 2016 Committee of the Whole marks up Bill 21-667

III. POSITION OF THE EXECUTIVE

Bill 21-667 represents the federal portion of the Mayor’s Fiscal Year 2017 Proposed
Budget and Financial Plan.

At the April 29, 2016 hearing on Bill 21-667, City Administrator Rashad Young presented
testimony on behalf of the Mayor.

IV. COMMENTS OF ADVISORY NEIGHBORHOOD COMMISSIONS

The Committee received no testimony or comments from any Advisory Neighborhood
Commission on Bill 21-667.

V. LIST OF WITNESSES

The Committee of the Whole held a public hearing on Bill 21-667 and other budget-related
legislation on April 29, 2016. The witnesses were:

1. Ed Lazere Executive Director, DC Fiscal Policy Institute

2. Monica Kamen Advocacy Coordinator, DC Fair Budget Coalition

3. Margaret Singleton DC Chamber of Commerce

4. Ife Floyd Policy Analyst, Center on Budget and Policy
Priorities

5. Geraldine Talley Hobby DC Injured Workers Committee, Civil Service
Status, Fed/DC

6. Kurt Runge Miriam’s Kitchen

7. Judith Sandalow Executive Director, Children’s Law Center

8. Rev. Karen Brau Senior Pastor, Luther Place Memorial Church and
Washington Interfaith Network

9. Rabbi Hannah Goldstein Washington Interfaith Network

10.  William Lamar Senior Pastor, Metropolitan AME Church

11.  Jill Carmichael Co-Chair, The Way Home Campaign

12.  Jessie Knowles Member, The Way Home Campaign

13.  Rev. Laura Cunningham Member, The Way Home Campaign

14.  Stephanie Lyons Member, The Way Home Campaign

15.  Carol Dostert Public Witness

16. Tom Nida Regional President, United Bank

17.  Ericka Taylor Executive Director, Fair Budget Coalition
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18.

19.

20.

21.
22.
23.
24,
25.
26.
217.
28.

29.

30.
31.

32.

33.
34.

35.
36.
37.
38.
39.

40.
41.
42.

Elizabeth DeBarros

Patricia Fugere

Eric Angel

David Schwartzman

Ilana Boivie
Barbara Elsas
Philip Fornaci

Jennifer McLaughlin

Michael A. Lee
Irene Holtzman
Erin Larkin

Lauren Badger

Robert Warren
Jamie Kamlet

Sam Jewler

Alan Pemberton
Courtney Pladsen

Penelope Minter
George Jones
John Hisle
Linda Moore
Wendy Edwards

Russ Williams

Reginald Black
Rashad Young

VI.
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Senior Advisor, DC Building Industry
Association

Executive Director, Washington Legal Clinic for
the Homeless

Executive Director, Legal Aid Society of the
District of Columbia

DC Statehood Green Party

Senior Policy Analyst, DC Fiscal Policy Institute
Public Witness

Executive Director, Employment Justice Center
People for Fairness Coalition

Public Witness

Executive Director, FOCUS

Policy Attorney, DC Coalition Against Domestic
Violence

Anti-Hunger Program Associate, D.C. Hunger
Solutions

People for Fairness Coalition

Director of Advocacy and Communications,
Academy of Hope Adult Public Charter School
Client and Community Organizer, Bread for the
City

Public Witness

Medical Access Director, Upper Cardozo
Clinic/Homeless Outreach, Unity Health Care
Public Witness

Chief Executive Officer, Bread for the City
Public Witness

Founder, Elise Whitlow Stokes Charter School
Executive Director, Early Childhood Academy
Public Charter School

Center City Public Charter School

Owner & CEO, Rahlowtisity

City Administrator, Office of the City
Administrator

IMPACT ON EXISTING LAW

Bill 21-667 represents the federal portion of District’s budget request for Fiscal Year 2017,
pursuant to section 446 of the Home Rule Act, and does not amend existing District law.

As set forth in the Home Rule Act, Bill 21-667 is effective only insofar as it is adopted by

Congress.
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VII. FISCAL IMPACT

Bill 21-667 comprises the Council’s adoption of the federal portion of the annual budget
for the District government and establishes the availability of funding for certain operations of the
District for Fiscal Year 2017 as set forth in the legislation.

VIII. SECTION-BY-SECTION ANALYSIS
DIVISION A - DISTRICT OF COLUMBIA APPROPRIATION REQUEST

Section 1 States the short title of Bill 21-667.

Section 2 Sets forth the requested federal portion expenditure levels and appropriation
language for the government of the District for the fiscal year ending September
30, 2017, as follows:

Federal Payment for Resident Tuition Support - $40,000,000.

This amount supports the program known as DC Tuition Assistance Grants or
“DCTAG” and is to be used to pay an amount based on the difference between in-
State and out-of-State tuition at public institutions of high education.

Federal Payment for School Improvement - $43,200,000.

This amount, known as “three-sector funds,” supports the payments for primary
and secondary education authorized under the Scholarship for Opportunity and
Results Act

Federal Payment to the District of Columbia Water and Sewer Authority -
$14,000,000.

This amount supports the continued implementation of the Combined Sewer
Overflow Long-Term Plan. The Authority is required to provide a 100 percent
match.

Federal Payment to the Criminal Justice Coordinating Council - $2,000,000.
This amount supports initiatives related to the coordination of federal and local
criminal justice resources.

Federal Payment for Judicial Commissions - $585,000.
This amount funds the operations of the Commission on Judicial Disabilities and
Tenure ($310,000) and the Judicial Nomination Commission ($275,000).

Federal Payment for the District of Columbia National Guard - $450,000.
This amount supports the Major General David F. Wherley, Jr. District of
Columbia National Guard Retention and College Access Program.
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[to be added]

Awnh e

Federal Payment for Testing and Treatment of HIVV/AIDS - $5,000,000.
This amount contributes to the District’s efforts to test for and treat individuals with
HIV and AIDS.

Federal Payment for the Federal City Shelter - $9,000,000.

This amount supports the redevelopment of the site of the Federal City Shelter,
including the development of a replacement shelter and permanent supportive
housing.

Federal Payment for Emergency Planning and Security Costs in the District of
Columbia - $34,895,000.

This amount defrays costs incurred by the District’s provision of public safety at
events related to the status of the District as the nation’s capital, including support
requested by the Secret Service in carrying out protective duties and support to
respond to terrorist threats or attacks in the region. Of this amount, $19,995,000 is
set aside for costs associated with the 2017 presidential inauguration.

Appropriation of Certain Interest Earned

This appropriation directs the interest earned on funds received as federal payments
for the incentives for adoption of children and for the establishment of a scholarship
fund for District children without parents due to the September 11, 2001 terrorist
attack; the interest is retained in the respective funds and is available to support
their purposes.

IX. COMMITTEE ACTION

X. ATTACHMENTS

Bill 21-667 as introduced.
Certification letter for Bill 21-667.
Legal sufficiency determination.
Committee print of Bill 21-667.
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The fiscal impact statement of the Chief Financial Officer is adopted as the fiscal
impact statement required by section 4a of the General Legislative Procedures Act of
1975, approved October 16, 2006 (120 Stat. 2038; D.C. Official Code § 1-301.47a).

Sec. 6. Effective date.

As provided in section 446(a) of the District of Columbia Home Rule Act, approved
December 24, 1973 (87 Stat. 801; D.C. Official Code § 1-204.46(a)), this act shall take effect
following approval by the Mayor or, in the event of veto by the Mayor, action by the Council to
override the veto.

Sec. 7. Transmittal.

As provided in section 446(a) of the District of Columbia Home Rule Act, approved
December 24, 1973 (87 Stat. 801; D.C. Official Code § 1-204.46(a)), following approval of this
act by the Mayor or, in the event of veto of this act by the Mayor, action by the Council to

override the veto, the Mayor shall submit this act to the President for transmission to Congress.
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MEMORANDUM
TO: Lolita S. Alston
Director

Office of Legislative Support

FROM: Janet M. Robins
Deputy Attorney General
Legal Counsel Division

DATE: March 24, 2016

SUBJECT: Legal Certification of Draft Bill, the “Fiscal Year 2017 Budget Federal
' Portion Adoption and Request Act of 2016”
(AE-16-167)

This is to Cer tify that this Office has reviewed the above-referenced draft

legislation and found it, as to form, format, and authority only, to be legally sufficient. If
you have any questions in this regard, please do not hesitate to call me at 724-5524.

Jagét M, Robins

1350 Pennsylvania Avenue, N.W., Suite 409, Washington, D.C. 20004 Phone (202) 724-5524 Fax (202) 724-6160
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Jeffrey S. DeWitt
Chief Financial Officer

March 24, 2016

The Honorable Muriel Bowser

Mayor of the District of Columbia

John A, Wilson Building

1350 Pennsylvania Avenue, NW, Room 306
Washington, DC 20004

Dear Mayor Bowser:

I am pleased to transmit the Fiscal Year 2017 Proposed Budget and Financial Plan. The Fiscal

Year 2017 Proposed Budget includes $7.3 billion in Local funds and $13.4 billion in Gross funds
(excluding Intra-District funds).

The Office of the Chief Financial Officer (OCFO) worked closely with your executive leadership
team, the City Adminmistrator's Office of Budget and Finance (OBF) staff, and agency program
staff 1o produce a balanced budget and five-year financial plan. The FY 2017 policy budget
refleets your administration’s funding priorities and determinations.

After careful review, | certify that the FY 2017 - FY 2020 Budget and Financial Flan, as
proposed, are balanced.

REVENUE OUTLOOK

The revenue outlook is predicated on continuing moderate growth in the national economy and
assumes similar growth in the District’s economy, with added jobs and residents over the period
of the financial plan.

Measures to constrain federal spending, however, are expected to be in effect during the period
of the financial plan, with the sevenity of their impact diminishing over time.

Population growth has been a major factor in increasing the District’s income and sales tax
bases, and & major driving force behind nsing home values In the last five years (2010 to 2015),

John A Wittom Buildeg * 139 Penrdylyvama Averac, .W. ® Suibe 203 * Washmgson, DG, 20004
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the [isitict’s populalion has grown by 67,102 {1 1.1 percent), an increase that has averagsd mote
than 1,000 nel new residents per month over this period. Currently, about one thivd of the
District’s population growth 15 {eom natural increase {births minus deaths), and the rasi is from
migration fram the rest of the U8 and from overseas.

The FY 2016 baseline estimate of $6.90 billion in 1otal Local Fued Revenue, excluding
Dedicaled Taxes and Special Purpose Revenue, is cssentially unchanged frem FY 2015, FY
20 5 revenues included more than 5300 million in one-time revenues related to capital pains and
decd transfer and recordation axes, as well a3 an on-line travel setllement of $73.6 million.
These extraordinary gains are nol expected t¢ recur in FY 2016, Funhermere, enacted tax policy

proposals, which lower the corporate and individwal ingame ex rages, aiso comribue to flat
growlh in FY 2016, The 57,14 billion estimate for I7Y 2017 is an increase of $233.7 million (3.4

percenty over FY 20016 and reflects continued strength across the major revenuc sources,
particularly i real propery laxes, Including Dedicated General Fund Tax Revenue, Special
Purpose Revenues, and policy iniiatives, wtal FY 2056 General Fund Revenue in the (inancial
plan 15 ¥7.7 bilhon. Towa! Geneml Fund Revenue in FY 2017 is $38.0 billion, $269.9 million
mare than F5 2016,

Various policy initiatives increase General Fond Bevenue by $3.7 million in FY 2016, $26.7
riillion in FY 2017, and by nearly $9.5 million theough the remainder of the Financial 1Plan.
Some of the major policy proposzals are listed below:

« A delay of five years, from ax year 2016 1o tax year 2021, in the implementation of a
business franchise tax deduction, known as FAS 109 that was cnacted with combined
reporting laws in the FY 2011 legislotion, raises 33.7 million in FY 2016, increasing o
7.4 million in FY 2017 through FY 2020

= AR cxlcnsion, on @ ons-lme basis, of the hospital gross receipts pax, which zuthorizes the

Disinct to fax hospitals” inpatient and outpaliont revenues, is expecled to mise almos, 517
misllicn 1in FY 2017

= A Ciy Clean Hands ininanve, whick identifies delinquent {non-lile) sales and

withholding tax cetums, will inerease revenucs by $2.0 million annually theowghout the
Financial Plan
































