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Good morning, Councilmember McDuffie and members of the Committee on Business and
Economic Development. | am Kathy Patterson, the District of Columbia Auditor. | greatly
appreciate the opportunity to appear before you to share questions and concerns my staff and |
have on the status of the District’s new enterprise financial system, the District Integrated
Financial System, or DIFS. Included with my testimony are charts that show major expenditures
for DIFS based on reports generated this week.

My focus is primarily on the budget capabilities of DIFS and my context is having served as a
Councilmember during the development of the DIFS predecessor, the System of Accounting and
Reporting, or SOAR. As an individual Councilmember | was deeply involved in outlining what
was needed and what was expected of SOAR which included budget transparency not just for
government officials but for the public as well. Working with colleagues in the Williams
Administration we also jointly developed the companion to the actual system, Performance
Based Budgeting, with the lofty aim of enabling all policymakers as well as the public to much
more fully understand how and where every taxpayer dollar is spent.

In Council testimony in 2004, Bert Molina, then Deputy CFO for Budget and Planning in the
Office of the Chief Financial Officer in the Williams Administration, explained the value of
performance-based budgeting as an adjunct to SOAR:

First, it is a fundamental component of the OCFO’s vision for improving financial and
performance management in the District of Columbia...It provides a roadmap for
agencies and agency staff to follow to improve key performance results, and managers
must manage effectively to achieve these results....It is an accountability tool both from
a budgetary and performance perspective that brings transparency to government. | am
confident that the successful implementation of these initiatives will improve how the
District budgets for and assesses program results.

As | am sure you are aware, Councilmember McDuffie, and as the Office of the D.C. Auditor has
documented in our reports, the statutory requirements of the Performance Based Budgeting
have long been discarded—abandoned serially by the Fenty, Gray, and Bowser Administrations
and never enforced by the independent Chief Financial Officer after the Williams
Administration which would include under the leadership of Natwar Gandhi, Jeffrey DeWitt,
Fitzroy Lee and now, Glen Lee. There are no annual agency business plans to clearly explain to
you and to the public all of the services that our tax dollars pay for. Agency budgets are never
offered at the service level, or the third level of detail, so that you and the public can better
understand precisely where the dollars go. All of the brave new world of budget accountability
and transparency fostered by the Williams Administration has been abandoned.

When SOAR was implemented Council staff were given training on running reports from the
system so that each office would be able to know on a daily basis the status of each agency’s
spending. When | returned to District government at the end of 2014 after an absence of eight
years all of this had changed. Rather than a partnership among branches of government, the
financial system had become wholly owned and protected by the Office of the Chief Financial
Officer. Very few, if any, Council staff had or have direct access to the financial system or the
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knowledge of how to run reports from the system. Only my agency fiscal officer, at ODCA, had
this capability. And—to get trained on accessing and using the financial system required the
express permission of the CFO himself.

In addition, regular financial reports like the Financial Review Process (FRP) monthly and
quarterly reports that detail the status of each agency’s spending against budget, are no longer
circulated at the D.C. Council. They have been available, to be sure, to the sophisticated
computer user who acquires passwords to access the documents, also requiring explicit
individual approval by the OCFO front office. To their credit, the OCFO did develop the
“CFOInfo” dashboard which provided aggregate information on spending but only at the agency
level and that dashboard is useless today because the information posted is significantly out of
date.

This background provides my perspective on DIFS and the current challenges with the budget
application that was to have been a core part of the new system. As D.C. Auditor | asked from
the outset to be a part of the decision-making and was rebuffed by the CFO leadership. The
DIFS director, David Clark, was very forthcoming in providing briefings for my staff at a couple
of points in development and implementation and | appreciate that willingness to provide
information. But there was never an attempt to reflect in the development and implementation
what, precisely, would be the information of most value to the Office of the D.C. Auditor. From
conversations with a few individual Councilmembers, | don’t believe any significant effort was
made to assess the priorities of legislators to ensure that those priorities are reflected in
capabilities of the new system.

Today: “Gap analysis”

This roundtable was prompted by a new DIFS contract submitted by the CFO to the Council last
month to spend $4.5 million in the initial year with Guidehouse, Inc., for “fit gap analysis and
remediation services” for the DIFS implementation. Four option years would come in at just
under another $6 million. There were two responsive bidders in a competitive procurement
according to the Council’s contract summary. The contract language notes:

C.2.5 Since the DIFS Go Live on October 1, 2022, it has become apparent that there are
gaps in the ability of the system to fulfill all the business requirements of the District’s
agencies clusters and OCFO central office. It is also apparent that there are issues with
feeder system integrations, data quality, data reconciliation, and a need for either
additional or remedial user training and organizational change management assistance
and support. Additionally, leading business practices may be partially implemented or
not implemented. With over seventy (70) agencies and approximately 37,000 total users
of DIFS, it will be necessary to complete a comprehensive and detailed assessment to
drive user acceptance and proper operation of the system, which will lead the District on
a path of continuous improvement and enhancement and maintenance of the new
system.



The gap-analysis may well be necessary and a positive initiative, and | assume reflects the
concerns raised in City Administrator Kevin Donahue’s February 3, 2023, letter to CFO Lee. The
language of the contract itself raises a series of questions including the following and | hope the
Committee will seek answers to all of these questions.

The two major 2019 contracts with Deloitte Consulting were for “organizational change
management OCM” or business process reengineering to proceed prior to the new system
implementation, and the larger contract to actually scope, plan, and implement the new
Enterprise Financial System. An initial question is what specific business requirements are
currently unfulfilled, such that the pending contract with Guidehouse was made necessary?

Here is the first paragraph of the Deloitte contract CFOPD-19C-015 signed in July 2019, with
base and option years totaling $16 million:

The Office of the Chief Financial Officer (OCFO) for the District of Columbia (District),
Office of Contracts, requires the Contractor to provide Organizational Change
Management (OCM) services to scope, plan and implement the organizational changes
required to support the new Enterprise Financial System (EFS). The Contractor shall
assist the District and the strategic partner (EFS Contractor) implementing the financial
and accounting solution and the planning and budgeting solution in identifying
efficiencies leading to re-engineering the business processes supporting the new
systems that align with the legislative and regulatory requirements governing the
District’s activities. The Contractor shall create documentation, including training
materials and job aids, to support the new business processes and the new systems.

The July 3, 2019, cover letter to the Council from CFO Jeffrey DeWitt summarized the contract’s
purpose to “provide Organizational Change Management services to scope, plan and

implement the organizational changes required to support the new Enterprise Financial System
(EFS).”

According to a Procurement Automated Support System (PASS) report earlier this week, $24.6
million has been paid out under this Deloitte OCM contract. If the requisite organizational
change management was either not identified or not completed, why not? What were the
shortcomings of the work of Deloitte in this context? Did they fail to deliver on the specific
terms of the OCM contract? If they did fail to deliver, what action is planned to recover funds
expended?

Throughout the process of implementing the new financial system the District has had the
benefit of an independent verification and validation contractor, Gartner, Inc., whose role
ostensibly is to look over the shoulder of Deloitte and the DIFS team and identify risks and
problems as they develop, in order to address and mitigate. According to the original Gartner
contract, signed in fall 2019 (CFOPD-20-C-011), “the enhanced management insight will result
in additional confidence by the District that the implemented solutions will satisfy the business
needs and associated requirements for security, availability, change management, quality and
maintainability.”



You may wish to ask the CFO if Gartner has provided the services as contracted throughout
the implementation process, and, more specifically, whether the regular reports that the
IV&V contractor was required to submit to the District identified any of the issues that it is
anticipated the new gap analysis contractor will be addressing?

As noted, the pending contract is for a fit/gap analysis and remediation. And yet: the original
implementation contract with Deloitte included in the Blueprint Phase, a “fit/gap analysis.” This
is contract CFOPD-19C-001, signed June 3, 2019. Specifically at section C.3.4.3 the contract
required a minimum set of deliverables including a Fit/Gap Analysis that “lists the
requirements, business processes, and configuration issues that must be addressed for the
implementation to be successful.” It also states that “Each gap will include a proposed plan to
resolution.” Was the original contract, Blueprint Phase fit/gap analysis completed? Did it
identify business process and configuration issues that needed remediation? If so, what were
they and were they remediated? And if not, why not?

Budget Formulation: Not

In recently approving the District’s budget for Fiscal Year 2024 the Council amended the
package that had been approved on first reading to add $15 million to the Capital Improvement
Program budget for the Office of the Chief Financial Officer, $10 million in FY24 and S5 million
in FY25 ostensibly—though this is not in the public record—to complete the implementation of
the new budget system. This begs many questions on the development and implementation of
the District Integrated Financial System. Budget formulation is arguably the most important
functionality of an Enterprise Financial System from the point of view of you, the Council-the
District’s elected policymakers.

Going back to the 2019 contract for DIFS implementation, the lengthy document is sprinkled
throughout with references to the new budget application to be provided as part of the
enterprise system. “Specifications” on page 4, includes, “The District seeks to deploy
functionality to support business processes for Financial Management, Grants and Project
Accounting, Purchasing, and Planning and Budgeting.” A couple of pages later, “The Contractor
shall implement the following Oracle Cloud modules...Oracle Planning and Budgeting Cloud
Services.”

And:
The deployment for Planning and Budgeting may be delivered on a different
timeline due to the budget cycle. The District expects that, when Planning and
Budgeting goes live, all agencies will use it for developing the budget. The timing
of the go-live and how the timing impacts the District’s annual budget cycle is to
be assessed by the Contractor. This transition will require interim Contractor developed
crosswalks between the new system and the legacy systems at a minimum, until Wave 7
when all agencies are using the new EFS for accounting and budget control.

In June 2021 the Council approved Budget Modification #8 (CA24-0201) to the implementation
contract to actually update the deliverables, changing seven “waves” into two phases, to move
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the budget implementation up a year. According to the Council contract summary,
“consolidating the Accounting/Budget Execution and Budget Formulation waves into two
phases, the project can be accelerated enabling the District to move onto the new District
Integrated Financial System (DIFS) and complete the project implementation by the start of
Fiscal Year 2023, rather than the original 2024 date.” The overarching question here is when
and how did completing the budget capabilities of DIFS get dropped? And why?

Going back to the public record, at the OCFO performance hearing on February 22, 2023, the
CFO’s PowerPoint states “DIFS was implemented on-time and on-budget” though it’s
acknowledged that “challenges remain for DIFS.” The presentation also states that “Budget
formulation scheduled to go live in October 2023 to support the formulation of the FY 2025
budget.” Then, two pages later: “Reminder: total budget need remains at $205 million. $15
million was removed from the project as part of the FY 2021 — FY 2023 approved budgets. If not
restored, it will impact the implementation of the budget system and the production of budget
books.”

In the CFO’s budget testimony on April 12, 2023, with regard to DIFS the PowerPoint notes
“DIFS stabilization effort continues, operations are normalizing, and significant issues
experienced early on have been resolved.” But at the end of the written testimony is this: “Loss
of Capital Funding. DIFS project funding of $15 million: authorized in FY 2021, “temporarily”
reduced in FY 2022, not restored in FY 2023 or FY 2024. As a result, OCFO is unable to complete
the implementation of the Oracle budget module, as planned.”

A week earlier Chairman Mendelson raised questions about the DIFS funding at the Committee
of the Whole budget hearing on the OCFO Office of Budget and Planning. Asked specifically
about the reported reduction in funding for the budget module, Deputy CFO Eric Cannady said,
“the Mayor’s office decided to use the $15 million for something else.” Mr. Cannady also told
the COW that the OCFQ’s current plan as of April was to “home grow” a budget module and
until that was accomplished the development of the budget each year would be a “manual
process.” To further muddy these waters, a review of what the District of Columbia submitted
to the U.S. Congress in the Capital Improvement Plan shows an actual increase in the budget
authority for the District Integrated Financial System in the FY 2023 budget books published a
year ago — the project’s authorization was increased from $163 to $174 million. How was the
change Mr. Cannady described actually effectuated — the Executive’s decision to reallocate
$15 million from the DIFS capital budget? Was the Council aware of this change? Did the
Council give its explicit approval in approving budgets in FY 22 and FY 23? If there was an
increase in the authorization of $11 million as indicated in the budget books, what was the
purpose of that increase?



From the Agency’s Perspective

DIFS performance issues we have experienced as a District government agency include filing for
travel expenses and running routine reports. Today there is a multi-level set of requirements
for program staff and their supervisors to request approvals for cash advances and
reconciliation of spending while on travel. Many program staff travel infrequently and are
unfamiliar with the required accounting attributes in DIFS. The process that requires employees
to submit travel cash advance and expenses reconciliation records has created a major
headache for employees and has resulted in delays of reimbursements due to submissions that
don’t match the DIFS accounting codes. These issues raise the question of whether training
has been sufficient; as of this week there were many employees seeking help from the DIFS
support team. Why are employees having these challenges nine months after the system
went live? Should the OCFO consider asking program staff to submit to OCFO staff with OCFO
staff handling the interface with DIFS?

With DIFS it has been difficult for program staff to run daily, monthly, and quarterly reports;
they must rely on the OCFO to provide reports that they prepared themselves with SOAR. Does
the CFO planning to provide extensive training to agencies so that they can easily generate
reports? Does the OCFO plans to integrate CFOSOLVE with DIFS so that agency staff can run
executive summary reports from the system?

And what happens now in moving forward?

It’s my understanding that the Deloitte team has been disbanded. The budget presented to the
Council earlier this spring had no capital projects at all for the Office of the Chief Financial
Officer—there is no entry at all for DIFS, even for what Mr. Cannady described as a “home
grown” budget alternative. How had the OCFO intended to pay for the home grown varietal,
and what are the plans now with the additional funding? Will there be any accountability for
a new system that is said to have been implemented “on-time and on-budget” and yet
implemented without a fully functioning budget application?

General Questions

I assume the Council will be approving the contract with Guidehouse and, as | indicated at the
outset, it may well be the right step to have a further independent assessment of continuing
issues in DIFS implementation. Depending on what that analysis finds, you may wish to ask
the CFO what his appetite will be for holding the principal contractors on DIFS
implementation—Deloitte Consulting and Gartner Consulting—accountable for any identified
failures. As an experienced financial leader who was not in District government when most of
the decisions about DIFS were made Mr. Lee may have an informative perspective on what he
might have done differently and what lessons should be learned from the current scenario.
What is his overall evaluation of DIFS implementation?



Additional questions:

e Are Deloitte and Gartner still under contract with the District for DIFS implementation?

e What tasks/responsibilities have been turned over to the OCFO Office of the Chief
Information Officer with regard to DIFS?

e Was the principal support role for DIFS implementation transferred to OCIO from
Deloitte immediately after October 1, 20227 If so, why, given that the terms of the
implementation contract lodged this responsibility with Deloitte for an anticipated
period of stabilization?

e What is your overall evaluation of the performance of Deloitte?

e What is your overall evaluation of the performance of Gartner? Have they provided
transparent and accurate information throughout the implementation process?

e What are the top three issues, in addition to the budget application, that the OCFO is
addressing as a result of DIFS implementation?

e How did the OCFO determine that the user community was fully and properly trained to
take over the ownership and operation of DIFS on October 1, 20227 Did Gartner
document that the agency was prepared to operate the system, and did they support
that decision? Please provide the relevant IV&V reports that provide that
determination.

e How many trouble tickets were submitted for related issues in each month, October
2022 through May 20237 For what length of time did Deloitte handle resolution of
trouble tickets? When was that transferred to the OCIO? How many trouble tickets are
open today?

e Whatis the average time it takes to pay vendors once complete invoices are submitted?

e Have any vendors made claims against the District under the Quick Payment Act since
October 1, 20227 Given the law’s requirements and the potential for damages for lack
of timely payment, how much liability does the OCFO estimate may accrue from
violations since October 1, 2022?

e What plans does the OCFO have — if any — to make the budget application more user-
friendly for District policymakers and the public?

Mr. Chairman, that concludes my testimony, and | would be happy to answer any questions.
Thanks very much.
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OB@ Office. of the District of Columbia Auditor

District Integrated Financial System (DIFS) Expenditures

Total DIFS Capital Project Expenditures To Date*

Expenditures

Expenditures

Project Lifetime Expenditures Expenditures Expenditures
Titl:Ie Budget through FY i: FY 2021 i: FY 2022 in FY'2023 as r;o Date
2020 of 6/15/2023
District
Integrated
Financial $173,746,000 $16,324,035 $32,692,430 $39,493,450 $34,477,857 $122,987,772
System

*Information from CFOSOLVE/SOAR for FY20, FY21, FY22; DIFS for FY2023

DIFS Major Contracts*

Contract 2020 2021 2022 2023 Total Paid
Deloitte Consulting
Contract for
Organizational $1,528,716 $3,728,808 $19,167,936 $24,425,460
Change Management
(CFOPD-19-C-015)

Deloitte Consulting
Contract for System
Implementation
(CFOPD-19-C-001)

$4,500,000 $31,987,483 $9,843,629 $46,331,113

Gartner, Inc,,
Contract for
Independent
Validation and
Verification (IV&V)
(CFOPD-20-C-011)

$3,342,141 $2,500,000  $3,324,265,87 $717,837.00 $9,884,243

*Information from the Procurement Automates Support System (PASS) on 6/20/2023
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DIFS FY 2020-2022 PS Expenditures

Description FY 2020-2022

0011 -Regular Pay 14,742,480.17
0012 - Regular pay - Other 988,349.94
0013 - Additional Gross Pay 320,797.01

0014- Fringe Benefit 3,051,074.84
0015- Overtime Pay 231,021.61

Total 19,333,723.57

Source: SOAR system





