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Committee on Finance and Revenue, Council Period 16, 7-9. (February 25, 2004)(Testimony of Dr. Natwar M. Gandhi, CFO).
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Specifically, the CFO, in connection with a global settlement of union unfair labor practices
dating back to 1997, agreed to recognize and bargain with the American Federation of State, County
and Municipal Employees (“AFSCME”) and accept the terms of the current Master Compensation
Agreement between the Mayor and AFSCME.  At the time of the settlement negotiations, the OCFO
reviewed and evaluated the ensuing compensation disparity between non-union and union OCFO
employees.  It was at this time that the Pay Harmonization Program was developed and implemented
by the CFO, without Council approval, in November 2003 to address pay inequities and other
objectives.

According to information provided by the OCFO, the Pay Harmonization Program was a
collaborative effort among employees detailed from across the OCFO to review and examine every
OCFO employee’s personnel record to ensure proper conversion to the new pay scale.  Constantly
looking for ways to improve his office’s operational efficiency, Dr. Natwar M. Gandhi, the District’s
CFO, fervently supported the program, believing that “a smaller number of high-performing and
properly paid OCFO employees could perform the tasks of our offices more effectively and
efficiently.”   Maintaining equality of treatment and a policy of pay parity for union and non-union3

OCFO employees, the Pay Harmonization Program was to be a model for other District agencies.  The
restructuring efforts launched by the OCFO to establish a common organizational structure, including
grade structure and across-the-board performance standards further reflected Dr. Gandhi’s stated
commitment to the principle of “One Government” and a pledge to absorb the FY 2004 costs (first year)
of implementation and transition to a single CFO pay table.

AUDITOR’S CONCERNS REGARDING THE CHIEF FINANCIAL OFFICER’S PAY
HARMONIZATION PROGRAM

The manner in which the CFO’s Pay Harmonization Program was implemented in addition to
its present and future fiscal impact, among other factors, has raised the following concerns:

• Chief Financial Officer possesses independent personnel authority but lacks expressed or
implicit statutory pay authority.  According to the General Counsel to  the Council of the
District of Columbia in an opinion dated September 22, 2004, only 20 agencies possess
personnel authority, which includes the power to appoint, terminate, and promote, but not
the power to adopt pay schedules.  Of the 20 agencies, only five are expressly authorized
to  adopt pay schedules with Council review.  Independent personnel authorities are required
to “carry out the city-wide rules and regulations to be issued by the Mayor.”  In other words,
there must be additional authority beyond that conferred by independent personnel authority
to establish compensation rates.  The legislative history of the compensation provisions of
the Comprehensive Merit Personnel Act ("CMPA") indicates a concern with “unbudgeted
pay increases,” such as the one conferred on CFO employees under the Pay Harmonization
Program.  Under § 1-617.17(i), the Mayor must certify, through the CFO, that a wage
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increase is fully funded.  If Pay Harmonization Program wage increases have not been
budgeted, the CFO sets and approves priorities rather than the Mayor and Council.

The General Counsel’s opinion further states: “There is no legal basis for the CFO to have
adopted a pay schedule different from that of the District government, or to pay OCFO
employees at a rate in excess of the rate approved by the Council for employees of the
District government, without complying with the CMPA.  It is important to differentiate
between the legislative power to fix salaries and the Executive’s power to determine the
grades of positions of public employees.  The principle of separation of powers is implicated
where an executive branch employee both approves a pay increase, and implements that
increase.  Moreover, since the CFO has no authority to transmit pay increases to the
Council, by assuming powers that do not belong to him, the CFO in both approving and
implementing salary increases usurps both the Mayor and Council’s authority.”  (See
Appendices I, II, and III for Advisory Opinions Rendered by the General Counsel to
the Council of the District of Columbia, General Counsel to the CFO, and Attorney
General for the District of Columbia. Also, See Appendix IV for Authority the CFO
Relies Upon for Pay Authority.)

• The CFO’s Pay Harmonization Program is wasteful and unnecessarily broad in its
application to address pay disparity issues of a discrete number of OCFO union and non-
union employees performing the same or substantially similar functions at different pay
rates, which was the initial basis for creating the program.  The Pay Harmonization Program
was expanded to include all OCFO employees including upper management positions and
attorney positions which have no union employees among their ranks.   In other words, less
than 1/4 of the OCFO’s employees are being used to justify and support pay increases for
the remaining 3/4 of employees under the supervision and control of the CFO, with some
of  the highest pay increases going to non-union upper management.

In order to address the narrow issue of pay disparity between union and non-union
employees performing the same or substantially similar work, the CFO’s Pay
Harmonization Program could have been implemented more effectively and economically
by specifically targeting the disparate non-union positions for pay parity. 

• The CFO’s pay parity program has created a disparity in pay city-wide which will continue
to grow under the policy adopted by the CFO.  Many agencies of the District government
compete with the CFO for candidates to fill positions.  These agencies have as much interest
in recruiting and retaining the best, brightest, and most experienced candidates and
incumbents for their respective agencies as the CFO.  However, their recruitment and
retention efforts are made more difficult given the disparity in pay rates between the CFO’s
Pay Table and the District Service Pay Schedule as an example. (See Attachment V for
Comparison of the Disparity in Pay Rates Between the District Service Pay Schedule
and the CFO’s Pay Table as of November 2003, April 2004, and January 2005.)
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• A pay increase accorded to union employees under the AFSCME labor agreement is the
event that triggers a pay increase for all non-union OCFO employees.  As a result, salaries
on the CFO’s pay table have increased an average of 17% for all non-union OCFO
employees since November 2003.

• The methodology used by the CFO to fund the Pay Harmonization Program is misleading
in that the CFO claims the Pay Harmonization Program was funded in FY 2004 and FY
2005 through reductions in staff,  streamlining the number of managerial positions, realizing
operational efficiencies, abolishing positions, and converting Management Supervisory
Service positions to the CFO’s pay table.  

Questions can be raised as to: (A) whether the actions intended to achieve savings,
efficiencies, and to streamline managerial positions in fact yielded sufficient savings to
underwrite the cost of Pay Harmonization or whether these goals were achieved by using
a double standard under which one set of rules is applied to all non-CFO agencies and a
separate set of rules are applied to operations under the control and supervision of the CFO.
The double standard carried out through the Office of Budget and Planning appears to allow
OCFO managers to hold positions vacant for longer periods of time than allowed other
agencies before incurring a budget reduction for not promptly filling vacant positions; and
(B) whether Pay Harmonization Program costs have been underwritten by operating
agencies’ program budgets.  These questions remain unanswered from our perspective in
that a significant number of OCFO managers in operating agencies have failed or refused
to supply relevant information showing all sources of funding for Pay Harmonization in the
present fiscal year and the out years.  (See Appendix VI for Fiscal Impact of Pay
Harmonization Program for FY 2004, 2005, and 2006.)

It is noteworthy that in FY 2006 budget testimony the CFO is requesting the addition of
many new positions apparently to replace positions that were abolished to underwrite the
initial unbudgeted costs of the Pay Harmonization Program.  It further appears that agency
CFOs are also doing the same in the FY 2006 budget request of their respective agencies.

• The size of all operations and the number of employees under the supervision and control
of the CFO, and thus the true cost of the Pay Harmonization Program, cannot be easily
discerned and is distorted.  The principal focus of testimony presented by the CFO relates
to the central offices of the OCFO which excludes the cost and the number of OCFO
employees in agencies such as the Department of Health, Metropolitan Police Department,
Fire Department and Emergency Medical Services, Department of Human Services, District
of Columbia Public Schools, Department of Public Works, Department of Motor Vehicles,
Department of Transportation, and many other offices and agencies of the District of
Columbia government.

• The CFO was able to implement the Pay Harmonization Program without official Mayoral
involvement and without Council approval, in large part, because the CFO controls all the
systems and employees necessary to put the program into operation.  For example, the CFO



See letter dated September 16, 2004 to Deborah K. Nichols, District of Columbia Auditor, from Jerry L. Malone,
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General Counsel, OCFO on page 3.  See also Committee on Finance and Revenue, Public Oversight Hearing “FY 2004 and FY
2005 Spending and Performance by the Office of the Chief Financial Officer,” at 7-9, testimony of Dr. Natwar M. Gandhi, CFO,
on March 9, 2005, where Dr. Gandhi indicated that he “embarked on the single OCFO-wide pay scale pursuant to the
independent personnel authority of the CFO, after consulting with the Mayor and some members of Council and hearing no
objections.” [Emphasis added]
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controls the staff and systems of the Office of Pay and Retirement which were needed to
develop and implement the CFO pay table and program the payroll system to produce pay
roll checks consistent with the new pay table.  In essence, there are no checks and balances
or controls within the financial cluster to preclude the CFO from implementing a pay policy
that has not been legislatively authorized.  Operating in this manner places the CFO in an
untenable policy making capacity that undermines legislative controls, the legislative
process, and may potentially compromise the integrity and credibility of the District’s
financial operations.

• According to the CFO, he “consulted in good faith with the Mayor and the Members of the
Council regarding the proposed plan [PHP], and later testified about the nature and
purpose. . . . .”  The CFO further stated:  “At no time during this open and transparent
consultative process did anyone in the Executive or Legislative branches question or
challenge the CFO’s authority to go forward with the pay harmonization plan.”   A4

consultative process is not a credible or legitimate  substitute for a truly open and
transparent legislative process.  Informal off-the-public-record consultations with members
of the legislature is not a prudent or proper course of action that gives legitimate effect to
new public policy that has a significant fiscal impact upon the treasury of the District of
Columbia government.  Further, it does not allow the elected leadership to debate and
address the broad implications of a program such as Pay Harmonization on the District
government workforce as a whole. (See Appendix VII, VIII, and IX for Relevant
Testimony of the CFO on the Pay Harmonization Program dated February 25, 2004,
March 9, 2005, and April 13, 2005.)

The Office of the District of Columbia Auditor will continue its examination of the Pay
Harmonization Program, the size and actual costs of the CFO's operations government-wide, and the
issue of whether there are sufficient checks, balances, and controls in place to ensure the integrity,
transparency, and accountability of the District’s financial operations.  We will continue to work
cooperatively with CFO management to timely obtain sufficient credible relevant information necessary
to complete this examination.
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