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Good morning, Chairman Mendelson and members of the Committee of the Whole. | am Kathy
Patterson, the District of Columbia Auditor. | greatly appreciate the opportunity to discuss the
budget for the Office of the D.C. Auditor (ODCA) for Fiscal Year 2025, year to date, and
proposed for Fiscal Year 2026. | will also use this opportunity to provide my perspective on the
proposed FY 2025 supplemental budget and a critical issue in the proposed FY 2026 Budget and
Financial Plan.

I will begin with a discussion of our current budget and spending plan.

ODCA’s original FY 2025 approved budget is $7,967,088. As you noted in our performance
hearing earlier, our revised FY 2025 budget is $10,924,971 based on the Office of the Chief
Financial Officer’s transfer in January of carryover funds totaling $2,957,882. Our personal
services budget for FY 2025 is $5,905,351. Our nonpersonal services budget is $5,019,620

including the $2,957,882 in funds carried over from Fiscal Year 2024.

We are three-quarters of the way through the current fiscal year and we have expended 53.8%
of our personal services funds, and 18.1% of our nonpersonal service funds. | had hoped to hire
two additional auditor/analysts but after advertising and receiving some promising applications
we put that hiring on hold given the changing budget situation and the action by Capitol Hill to

force the District to reduce spending in the current fiscal year.

Regarding our nonpersonal services budget, we are in the same situation we were in a year ago:
facing the prospect of significant litigation costs. The case in D.C. Superior Court, Richard
Mazloom et al v. Kathleen Patterson, et al, brought by three sworn members of the
Metropolitan Police Department (MPD) challenges the publication of the October 6, 2022,
ODCA report, 36 Fired MPD Officers Reinstated; Receive $14 Million in Back Pay. Three staff
auditors and | plus the District itself are being sued for libel, slander, and defamation largely
based on profiling 37 officers who were fired and had their positions restored after lengthy
administrative and judicial procedures. The information we used in the report was publicly
available and/or shared with us by the MPD.

We hired outside counsel and our lawyers are taking the lead in the defense, in cooperation
with the Office of the Attorney General. To date we have paid out $401,385 in legal costs. The
judge granted our motion to dismiss the case in November but we continue to await his written
decision. The plaintiffs have already indicated they will file an appeal as soon as they review the
dismissal. If the case goes to trial we anticipate the cost will be significant, potentially using the
bulk of our current NPS reserve.

The issues in the case against ODCA are serious. It is critical from a public policy perspective
that the suit be won by ODCA and the District. At issue is the public’s right to know what is
occurring in the District government and how taxpayer dollars are spent. At issue is
accountability itself. Mr. Chairman, you have taken the lead on the Council in promoting
accountability on the part of the Metropolitan Police Department and the litigation is a direct


https://dcauditor.org/report/mpd-personnel-settlement-report/

attack on that enhanced accountability. We hired outside counsel with strong litigation
experience because of the importance of preserving government accountability as well as
protecting the current and future exercise of the D.C. Auditor’s independence and authority.

If the case concludes and we retain sufficient nonpersonal service funds this fiscal year, we will
initiate additional contract audits on high priority policy issues, with an anticipated focus on
issues that affect District expenditures.

Proposed budget for FY 2026

The Mayor’s proposed budget for ODCA includes $7.8 million and 35 FTEs. That total includes
$6.1 million for personal services and just $1.7 million for non-personal services, the largest
amount of which is in the “contractual services” line. Again, | would anticipate that the largest
portion of the NPS funding will support contract audits.

The proposed budget is sufficient to meet ODCA’s mission. The number of FTEs has been
reduced to more accurately reflect the agency’s size and the fact that we have been seeking to
remain competitive in compensation with both our sister agencies such as the Office of the
Inspector General, and federal offices including the Government Accountability Office and
inspectors general. We currently have unfilled positions but in deference to the current budget
pressures facing the District we have put a freeze on hiring for two auditor/analyst positions
and are seeking only to replace one senior team member who left earlier this year. | am aware
of the City Administrator’s order in March for agencies to curb spending including limiting
travel. As an independent agency we are not bound by that order, but we are largely complying
with it.

Several members of the ODCA staff attended the annual conference of the Association of Local
Government Auditors in May and | attended as a speaker, but we will forego most professional
conferences held later in the year. We committed funds for the ALGA meeting prior to the most
current revenue forecast. We also put on hold a small renovation we had proposed in our office
space.

As you’re aware we continue to wait for the Department of General Services to find a tenant for
the space we currently lease on the 7t floor of 1331 Pennsylvania Avenue NW. Because our
staff continues to work remotely for a significant amount of time we can work within the 8t
floor space. At some point | hope our lease costs can be lowered. The proposed budget for our
leased space in FY 2026 is $804,173; it is $835,593 for FY 2025.

DYRS legislation

In December the Council approved Bill 25-826, the Recidivism Reduction at DYRS Amendment
Act of 2024 which was returned unsigned by the Mayor and was to have taken effect March 29,
2025. The law includes sections with new responsibilities assigned to ODCA that were not
enacted because they were subject to appropriations. The new compliance role in facility
conditions and individual case plans will require ODCA to hire individuals with subject matter



experience and expertise. At the request of the Office of the Chief Financial Officer | provided
an estimate of the cost as the bill was under consideration. Working with the current director of
the Office of Independent Office of Juvenile Justice Facilities Oversight | estimated it would
require $1,636,640 a year for a total of six full-time equivalent employees plus travel and other
potential contract costs.

It is my hope that ODCA will be prepared to take on the new responsibilities as soon as funding
is provided. To help us prepare for that role | hired a consultant to draft position descriptions
and a work plan. | will keep the Committee updated, particularly if we are able to determine
any change in the projected costs of fulfilling the new responsibilities. To the extent possible we
are working in concert with the Committee on Youth Affairs and Councilmember Parker, and
with the Bowser Administration and the leadership of the Department of Youth Rehabilitation
Services.

Mr. Chairman, given the budget constraints, if you determine that the Council will not fully fund
the provisions of the legislation but will, instead, provide partial funding, | ask that you discuss
any alternatives with Councilmember Parker and me, and with representatives of DYRS.

Budget transparency

A topic | covered in testimony in each of the last two budget cycles was the absence of
projected agency-level budgets for each of the years in the multiyear financial plan. That issue
has been addressed by the OCFQ’s Office of Budget and Planning. The Executive Summary
volume of the FY 2025 Approved Budget and Financial Plan that was submitted for
Congressional review included the “Financial Plan Budget by Agency,” providing projected
spending for each District agency for FYs 2026 through 2028. I'd like to publicly thank Deputy
Chief Financial Officer Eric Cannady for that useful addition to the published budget.

A second budget transparency issue | raised last year is significant overspending by a handful of
District agencies reported in the Annual Comprehensive Financial Report. Last year | noted that
five agencies accounted for $257 million of spending that was not included in the FY 2023
budget approved by the Council. The chart below taken from the 2024 ACFR highlights the
spending gap between approved and actual for six D.C. agencies,and four of those highlighted
here are repeat offenders from a year ago—the Department of General Services, the
Metropolitan Police Department, the Office of the State Superintendent of Education, and the
Department of Employment Services. Two additions are the Department of Human Services and
the Department of Energy and the Environment.

These six agencies spent nearly $326 million in FY 2024 that had not been approved by the
Council in the budget decisions a year ago. The additions were made through a combination of
reprogramming, allocations from the Contingency Reserve, and in “month 13” adjustments
made after the end of the fiscal year to ensure that the District itself had a balanced budget.



FY 2024 - Local Funds only (thousands of dollars)

Agency Approved Actual Varianceas %  Variancein$
DGS 429,741 460,043 7.05% 30,302
MPD 486,013 607,752 25.0% 121,739
OSSE 264,101 283,557 7.4% 19,456
DOES 74,451 76,669 2.98% 2,218
DHS 571,203 711,017 24.5% 139,804
DOEE 28,371 40,654 43.3% 12,383

1,853,880 2,179,692 17.6% 325,812

There were other notable spending anomalies reflected in the ACFR. The Office of Cable
Television, Film, Music and Entertainment, a small agency, spent nearly double its original
budget — spending just over $S6 million when it was budgeted at $3.3 million. And the Deputy
Mayor for Planning and Economic Development spent more than twice its original budget —
spending $86 million when the approved local funds budget total was $39 million.

For the District to have had a balanced budget at the end of Month 13 meant other agencies
underspent their approved budgets and their remaining funds were transferred. These included
the Office of Unified Communications and the Department of Forensic Sciences, both
prominent in the public spotlight in part for not having sufficient staff to fulfill their critical
responsibilities. Finally, Mr. Chairman, your own Tax Revision Commission spent nearly double
its FY 2024 budget and has yet to produce a final report.

FY 2025 Supplemental Budget

In an ongoing audit on the District’s cash reserves, ODCA has looked carefully at the laws
governing the reserves and the related appropriations acts. It is ODCA’s view that the Cash Flow
Reserve is legally available to provide additional budget authority in FY 2025. Depending on its
current and projected balance, the Cash Flow Reserve could support hundreds of millions of
dollars in budget authority and mitigate or even eliminate the need for unnecessary spending
cuts during the current fiscal year.

Following the enactment of the current continuing resolution, the District’s FY 2025
appropriations were reduced to the levels set forth in the FY 2024 Local Budget Act. The FY
2024 Local Budget Act contained an indefinite appropriation providing budget authority for
“[a]ll funds deposited, without regard to fiscal year, into the Cash Flow Reserve Account.”

Under District law, the Cash Flow Reserve is legally available for cash flow management or “to
cover . .. [flunding for locally approved expenditures during a lapse in regular appropriations;
provided, that any amounts used must be replenished immediately at the conclusion of the
lapse.”



The phrase “regular appropriations” has long been recognized by GAO as a term of art in
federal appropriations law. Regular appropriation acts are distinct from appropriation acts that
are supplemental, deficiency, or continuing. Thus, any period of government operations that
follows a continuing resolution or a continuing appropriation constitutes a lapse in regular
appropriations.

A lapse in regular appropriations is occurring right now and will continue for the remainder of
FY 2025 because the District and the entire federal government are operating under a full-year
continuing appropriations act. Therefore the Cash Flow Reserve can be used to provide budget
authority for locally approved expenditures in FY 2025, pursuant to the plain language of the FY
2024 Local Budget Act and D.C. Official Code § 47-392.02(j-2).

If the Council decided to deploy the Cash Flow Reserve as a source of budget authority, | would
note that the amount of authority should be offset by the appropriations that have already
been accessed through the 6% increase that was implemented by the Mayor and chief financial
officer. Even after this offset and the effect of the February revised revenue estimate, ODCA’s
view is that the Cash Flow Reserve could support between $200 and $300 million of
appropriations.

The underlying point is that—due to the “indefinite appropriation” language—it appears to be
the District’s choice whether to proceed with the package of spending cuts contained in the FY
2025 Supplemental Budget. This is, like every budget issue, a decision for the District’s elected
officials.

Critical FY 2026 spending issue: The DC Jail

Finally, one of the most critical issues before you in the FY 2026 Budget and Financial Plan is the
need to replace the Central Detention Facility. Yesterday we published a report by the Council
for Court Excellence detailing the worsening conditions that speak to the need to replace the
general population housing at the CDF as soon as possible. | will mention two of the alarming
metrics: the rate of deaths in custody in the Central Detention Facility and Correctional
Treatment Facility during our year-long audit period was more than three and a half times the
national average. The rate of overdose-related deaths was 10 times the numbers reported in
U.S. jails overall. The Mayor had proposed modest capital funding for an annex to the
Correctional Treatment Facility, not a replacement for the CDF and until Tuesday, the earliest
the administration would replace the CDF was to have been another decade from now. In
presenting the budget this week the Mayor announced another effort to secure private support
for construction of a new jail. The City Administrator said there had been outreach from more
than one private firm interested in building a facility on behalf of the District. | hope the Council
will ask for details on that proposal and press for action as soon as possible.

Thank you, Mr. Chairman, and | am happy to respond to questions.
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