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Good morning Mr. Chairman and members of the Council of the District of Columbia. | am Kathy
Patterson and | serve as the District of Columbia Auditor. | am pleased to be here to share information on
the District’s spending patterns over the last decade, including specific findings and recommendations
from audits published by my office.

Two and a half years ago under the leadership of Assistant Deputy Auditor for Finance Will Singer—a
former District budget director—the Office of the District of Columbia Auditor (ODCA) began reviewing
spending data reported in the Annual Comprehensive Financial Report (ACFR). We looked at the
significant spending growth over the last 10 years reflected in appropriation titles. We reviewed
spending by agency comparing the total amount in local funds approved for spending in a fiscal year by
the D.C. Council in comparison with actual agency expenditures following reprogrammings and transfers
from reserve funds including transfers from underspending to overspending agencies made in “Month
13” during the annual financial closing.

In my 2024 budget testimony before this committee, | noted that five Executive Branch agencies had
overspent their original approved local funds budgets by a total of $260 million based on the FY 2023
ACFR. In my 2025 budget testimony | similarly noted that six agencies—including several repeat
customers—had overspent their original budgets by a total of $325 million, with increases over the
approved spending ranging as high as 87%, according to the FY 2024 ACFR.

At the end of the financial closing which occurs between September 30 and mid-December in
preparation for publishing the ACFR, the District of Columbia reengineers the agency allocations to
produce a balanced budget. This has been achieved in part through the supplemental budgets approved
in the spring during the annual budget approval process, through additional reprogrammings approved
by the Council through its passive approval process, and allocations from the District’s reserves—
allocations that truly are borrowings that must be repaid. Revenue surpluses have served as a crucial
source of money to repay the reserves at the end of each fiscal year—but those surpluses have
diminished and soon may disappear entirely.

Following discussions with you, Mr. Chairman, and in preparation for this series of hearings we began
evaluating the “overspending” of agencies reported in the ACFRs for the last 20 budget cycles. By
overspending in this context we mean spending more than the Council-approved budget for the coming
fiscal year that was submitted to the U.S. Congress in the Financial Plan and Budget. We will issue a
report with those findings within the next week or two. Our findings include:

e Total local funds spending, per the ACFR, grew from $4.2 billion in FY 2005 to $11.7 billion in
FY 2024—that is, spending nearly tripled while the city’s population was growing by 23.8
percent. Per capita spending grew from $7,405 per resident to $16,660 per resident over 20
years.

e Across the 20 years we reviewed, total local funds spending beyond what this Council had
approved was the highest in the last two fiscal years—$303 million in FY 2023 and $396 million
in FY 2024.

e Of the 97 agencies of the District government, 83 spent more than their Council-approved
budget in at least one of the 20 years reviewed, 50 overspent in at least five of 20 years, and 21
overspent in at least 10 of 20 years.

e Eight major District agencies—the Department of Public Works, D.C. Public Schools, Fire and
Emergency Medical Services Department, Metropolitan Police Department, Department of
General Services, Department of Behavioral Health, Office of the Chief Financial Officer, and
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Deputy Mayor for Planning and Economic Development—spent beyond their Council-approved
local-funds budget in 13 of the 20 years reviewed.

e The “repayment of loans and interest” line representing debt service—a budget total that has
grown from $347 million in local funds budgeted by the Council to $1.1 billion across the two
decades—saw spending below the budgeted amount in each of the 20 years. This budget total is
set by the Office of the Chief Financial Officer and appears to be consistently overestimated; just
as consistently it has been used to cover the agency overspending.

e Typical spending pressures that led to spending beyond the approved budget reflected in
quarterly Financial Review Process reports included overtime, negotiated and discretionary pay
raises, and consistently higher-than-anticipated energy costs.

A recent news article in The 51st on this subject of overspending quoted the District’s City
Administrator saying, “Agency budgets can change throughout the year for a number of reasons.” And it
quoted the Office of the Chief Financial Officer stating, “the CFQ’s office works with agency management
to see if there are ways to manage the issue...(of) agencies that have spending pressures occurring on a
regular basis.” Our analysis, however, documents that agency spending beyond the Council’s approved
budget is a pattern year after year: evidence shows it is standard budget execution as executed by the
District of Columbia.

Full-time equivalent positions growth reported in ACFR

The ACFR for FY 2023 identified significant staffing growth over the past decade. From 2014 to 2023, the
number of budgeted full-time equivalent positions (FTEs) supported by the General Fund—the collection
of revenues that fund the District’s operations—grew by approximately 29%. This FTE growth far
outpaced the city’s population growth during the same period. ODCA took a deeper dive into the staffing
numbers and published a data brief, District Full-Time Equivalents Grew Much Faster than Population
Over 10-Year Period. We found:

e Innine out of 10 years, D.C. government’s budgeted FTE growth was at least double the rate of
population growth.

e The four agencies with the largest FTE growth were the Department of Parks and Recreation
(86% growth), Department of Human Services (121%), Department of Employment Services
(94%) and Office of Contracting and Procurement (111%).

e Combining the four agencies examined—those with high FTE growth rates in the 10-year
period—a total of 1,401.49 budgeted FTEs were added since 2014 and 825.14 since 2018.

e  While we examined budgeted positions, total FTE growth may lose some of its meaning as a
measure of the government’s growth, because some agencies carry on their budget large
numbers of unfunded FTEs that serve no functional purpose. The proliferation of these unfunded
and unfillable FTE positions diminishes the ability of the budget to serve as a basis for position
control.

When looking at appropriation titles, FTE growth was particularly pronounced in the city’s education
sector where there was much larger growth in FTE positions than in number of students. Within the D.C.
Public Schools (DCPS) the number of locally-funded FTEs grew over five years at a rate of 19.5% while the
number of students grew just 2.6%.


file://odcafilesvr01/DCA-DATA/SHARE/Testimony/Testimony%20by%20Topic/Overspending%202025/District%20Full-Time%20Equivalents%20Grew%20Much%20Faster%20than%20Population%20Over%2010-Year%20Period
file://odcafilesvr01/DCA-DATA/SHARE/Testimony/Testimony%20by%20Topic/Overspending%202025/District%20Full-Time%20Equivalents%20Grew%20Much%20Faster%20than%20Population%20Over%2010-Year%20Period

To learn more about the story behind these staff and spending increases we hired the consulting firm
Alvarez and Marsal to, first, look at the staffing growth at DCPS and, second, to look at two other key
education agencies—the Deputy Mayor for Education (DME) and the Office of the State Superintendent
of Education (OSSE)—to analyze their respective spending growth and the possibility it might reflect
duplication of efforts between two oversight agencies that share the role of the District’s “chief state
school officer.” We expect that the firm will turn next to a study requested by you, Mr. Chairman, on the
growing cost of the public charter school facility allowance. It has been our hope that these deeper dives
into spending across the education sector would be helpful to the Council as you confront the need for
annual budgets to address the decline in the District’s revenue growth.

Study of D.C. Public Schools staffing and resource allocation

The consulting firm analyzing DCPS staffing and spending found inconsistencies across data systems and
poor data quality but also noted the impacts of a negotiated salary increase and Council legislation
including the Schools First in Budgeting Act.

The findings in the study of DCPS spending growth include:

e Since FY 2020 the rate of staff growth at DCPS exceeded enrollment growth — with locally funded
staff growing seven times faster than enrollment—19.5% versus 2.5%, resulting in two additional
staff for every 100 students. The growth was steady; that is, was not a result of Local funds
absorbing new programs that had initially been supported with COVID-19 federal funds.

o Similarly, the data show the number of students per general education teacher dropped from 19
students to 17 students in the five-year period. This despite the fact that the student-teacher
class size target did not change from the previous collective bargaining agreement to the newer
contract, remaining at 20-1 for pre-K through second grade and 25-1 for third through 12th
grades.

e Spending per pupil increased by 43%, growing to $25,213 local funds per student. Adjusted for
inflation that would be an increase of 23%.

e Of the 1,577 newly created positions, 1,290 or 81% were based in schools with more than half
comprised of general education and special education teachers—growth that, again, significantly
outstripped increases in student population.

e In Central Administration, DCPS added 88 additional senior and mid-level positions, and
eliminated 60 lower-paid positions.

e The proportion of spending for personnel versus non-personnel costs stayed relatively the same
over the five years, while the proportion of personnel spending going directly to schools
dropped slightly, from 75% of the local budget to 73% of the local budget.

Current revenue can’t support this level of growth indefinitely. Taken together these metrics show a level
of planned spending growth that will be difficult to sustain given revenue constraints that fluctuate over
time. The report concluded that, “DCPS does not have a multi-year financial forecast that enables District
leaders to adequately plan for different revenue scenarios.”

Upcoming study of OSSE & DME
We will shortly publish the second education sector analysis by Alvarez & Marsal. Their analysis of four

other benchmark states suggested that OSSE has significantly more than average state education agency
staff per students enrolled across DCPS and public charter schools. For example, there is one staff
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position at OSSE for every 219 DC students—while Rhode Island has a ratio of 901 to one; Delaware, 710
to one; Mississippi 900 to one; and the Virginia Department of Education 2,440 to one. In other words,
OSSE is a huge agency relative to the student population of our jurisdiction.

Other findings include proportionally high administrative costs. For example, the locally-funded
administrative budget for the Childcare Subsidy Program increased by 207%, jumping from $3.6 million
to $10.9 million from FY 2023 to FY 2025. During the same period, the locally funded operating budget
of the Childcare Subsidy Program, inclusive of passthrough funds, increased by $45 million, a 192%
increase. It may be reasonable for a larger program to require larger administrative costs, but
administrative costs certainly should not grow faster—that constitutes a negative economy of scale.

ODCA’s police staffing study

We published our long-awaited study of Metropolitan Police Department (MPD) staffing in September
2024, concluding that while the department should deploy an additional 65 detectives, the number of
patrol officers was adequate to meet the work demands outlined by the department’s leadership. Rather
than adding patrol officers, the policing experts working for us recommended reallocating patrol officers
across districts and shifts to better reflect workload. They noted that, for example, as of July 2023, a third
of all officers assigned to Police Service Areas (PSAs) were allocated to the midnight shift, yet only a
quarter of the calls for service occurred during this shift. The study found that the number of civilians in
the department lagged behind other agencies of similar size, and repeatedly noted MPD’s lack of timely,
dependable, and complete data. The study confirmed a statistic long evident to District policymakers,
that we have a significantly higher number of sworn police per capita than other U.S. cities, even without
accounting for all of the other federal and private police forces in the District.

| fully realize these findings fly in the face of the prevailing view that MPD needs more officers: indeed
that alleged need is cited time and again as the reason for this past year’s flagrant overspending on
police department overtime. | know you are aware, Mr. Chairman, as a former chair of the Judiciary
Committee, that with enormous effort and strong leadership MPD brought overtime under control more
than a decade ago. Overtime remained a challenge that leadership strategically managed under Chiefs
Lanier and Newsham. This is anecdotal but | am told that police district commanders were denied
discretionary overtime when their sworn members were out on various forms of leave at overly high
numbers, that that policy was part of managing overtime, and that the strategy was more recently
abandoned.

This abandonment shows up in execution of the District’s budget, but not as a policy decision made by
the Council. According to the original FY 2025 budget, MPD was authorized to spend up to $561.6 million
in local funds. As of July 31, 2025, according to the Financial Review Process report, MPD’s local funds
budget had been increased to $599 million—yet the department still projected a local funds deficit of
$51 million. The FRP report identified four causes of this deficit, including nearly $31 million in excessive
overtime.

Although the FRP projected overspending, it appears to have done nothing to prevent overspending. The
FRP recited the exact same gap-closing plan for each of the four causes: “We will continue to monitor
the projected spending pressure to evaluate potential changes to planned spending. This may involve
reallocating or reprogramming funds within the agency or requesting additional funding.” Given the
agency’s inability or unwillingness to control its costs, requesting additional funding was the only
plausible response. Indeed, according to District Integrated Financial System (DIFS) reports that my staff
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ran this week, the agency has received budget authority from roughly $49.7 million in ARPA Local
Revenue Replacement funds and about $9.7 million from the Contingency Reserve. As of this past
Monday, MPD’s local funds expenditures totaled $629.7 million—over 12% more than its original local
budget and even $10 million more than its revised local budget. And because the books have not yet
closed on September of FY 2025, there may be more overspending to resolve.

I'll mention one additional statement in the MPD FRP: its unsupported assertion that “The agency will
have a balanced budget by year end.” Mr. Chairman, there exists within District government a profound
lack of consensus about what a balanced budget means. In my view, an agency does not have a balanced
budget if it spends money without meaningful constraints based on an assumption that it will receive a
bailout of additional budget authority through the magic of Month 13. Wherever MPD’s final numbers
land—and it is hardly the only District agency for which this can be said—it will have failed to execute its
portion of the balanced budget that the Council adopted for the District’s Fiscal Year 2025.

This and similar outcomes we have documented challenge the Council’s constitutional role as the body
charged with authorizing the expenditure of the District’s tax dollars. Mr. Chairman, your decision to
hold this series of hearings is commendable, and it is my hope that every Councilmember will follow
your example by scrutinizing agencies’ use of District funds—not only at budget time, but throughout
the year.

Enforcement

A final area | will mention from several earlier ODCA reports has to do with the District’s approach to
enforcement. We basically don’t consistently manage our expenditures and we also do not consistently
enforce our laws when it comes to holding private companies accountable for meeting District
requirements. Examples:

e ODCA’s November 2024 report on the District’s Inclusionary Zoning (1Z) program found much
that was positive but also a lack of enforcement of program laws and rules, cited as “a culture of
non-compliance at some of its properties.” We alerted the Department of Housing and
Community Development in June 2024 about a property owner that was willfully failing to follow
IZ requirements by charging more in rent than the maximum allowed, and our notice prompted
the department to begin enforcement including issuing fines for non-compliance. We found
similar failures to enforce program rules in an earlier series of audits of the District’s Housing
Production Trust Fund.

e In April 2018 ODCA published an audit report and a white paper on the District’s First Source
hiring program including deep dives on a sample of 124 contracts. We found that the
Department of Employment Services (DOES) could not document compliance with First Source
requirements on 30 of the 124 contracts. More specifically, one of the sampled projects was the
Adams Morgan Line Hotel which was subject to separate legislative requirements in addition to
First Source. There, we found that 15 of 29 employers did not list names and other information
on 172 D.C. residents they claimed to have hired nor did the department have files to document
compliance.

e QOur 2016 report, District Agencies Did Not Provide Sufficient Oversight of Private Development
Projects and Have Not Collected Potentially Significant Fines reviewed two development projects
and the title tells the tale. We found that for two selected projects developers complied with
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some requirements, but District agencies did not sufficiently monitor the developers’
compliance with agreed upon community benefits. We found that “the Department of Small and
Local Business Development and the Department of Employment Services (DOES) persistently
failed to monitor developers’ compliance with requirements that could allow the District to
collect significant monetary penalties.” The report included DOES’s acknowledgement that “no
monetary fines have been assessed to any developer or contractor since at least 1984 for non-
compliance” with First Source requirements.

Several of our school modernization audits also found instances where developers were, by contract,
responsible for either charging or reimbursing certain amounts and the oversight agency did not provide
documentation as evidence of compliance.

Enforcement is not an overspending issue. But it is, rather, the other side of the coin: not collecting
monies to which the District is entitled. This may be another area for the Council to explore.

Potential outcomes

Mr. Chairman, the notice for this roundtable states that you plan to “investigate if there are any changes
that need to be made to existing budget processes.” | strongly recommend that the Council explore
current statutory tools that have gone unused as you consider changes to procedures outlined in the
Code. The District of Columbia has a financial structure unlike any other U.S. jurisdiction. The
independent Office of the Chief Financial Officer is effectively a third branch of government, with
independent powers conferred for one specific historic purpose: to control District spending, a direct
result of the District’s financial crisis of the mid-1990s.

The D.C. Code § 1-204.24d. Duties of the Chief Financial Officer, enacted by the U.S. Congress includes
this duty:

(13) Apportioning the total of all appropriations and funds made available during the year for
obligation so as to prevent obligation or expenditure in a manner which would result in a
deficiency or a need for supplemental appropriations during the year, and (with respect to
appropriations and funds available for an indefinite period and all authorizations to create
obligations by contract in advance of appropriations) apportioning the total of such
appropriations, funds, or authorizations in the most effective and economical manner. (emphasis
added)

In addition to the extraordinary apportionment power, the CFO has a statutory responsibility in
budgeting outlined in ODCA’s February 2019, Management Alert: District Government Not in Compliance
with Statutory Performance Budget Requirement. D.C. Code § 47-308.01 Performance-based budget
outlines elements of the performance-based budget structure the Mayor and Council adopted coming
out of the financial crisis, including annual strategic business plans with specific requirements on
programs and deliverables. | recommend that you explore these statutory roles and responsibilities with
the Chief Financial Officer when he appears during these hearings.

| have several additional suggestions for your consideration:

1. Require the CFO to meet the existing statutory requirements for reporting to the Council per
§ 47-355.05. | have attached the language to my testimony but, in short, the D.C. Code requires
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the Chief Financial Officer and agency fiscal officers to provide information to this Council that
they have not been providing, and detailed budget execution information that would be helpful
in the Council’s oversight of spending as the resources become more challenging over the near
term.

2. Consider scheduling monthly or quarterly oversight hearings on the status of budget execution
using Financial Reporting Process reports, requiring testimony from the OCFO, the Bowser
Administration leadership, and specific agencies. You can explore specific agency challenges as
well as citywide issues such as the overuse of the debt service line for plugging spending holes
and the status of Settlements and Judgments and the Workforce Investment line.

3. Pursue training for Council policy staff on the District Integrated Financial System (DIFS) to
improve capabilities in oversight of budget execution. (ODCA has developed training materials
for analysts and auditors and can serve as a resource.)

4. Increase and/or clarify the statutory responsibilities for the Board of Review of Anti-Deficiency
Violations (BRAD-V). | have recommended previously that you require any agency experiencing
spending pressures at a particular level during the fiscal year to meet with the Board to review
the plans for closing the spending gap. BRAD-V is a tool that has been in place for many years
but has simply not been effective.

5. Further, amend the D.C. Code to expand the membership of the BRAD-V, specifically to include a
second representative of the legislation branch, the D.C. Auditor. My colleague, the District’s
Inspector General, already serves as a member of the Board.

6. Consider creating and budgeting for a “pooled contingency fund” separate from the District’s
existing reserves for the purpose of covering a limited amount of agency overspending. The
Government Finance Officers Association has recognized that every government runs the risk of
encountering truly unplanned and unavoidable expenditures that occur in the normal course of
business. GFOA has promoted a pooled contingency fund as one tool that can help manage this
risk in a way that is cost-effective, especially where it is accompanied by reductions in the
“padding” that agencies use to manage risks to their own budgets. Importantly, a pooled
contingency is not a rainy-day fund for disasters or economic downturns, and it also is not a
funding source for new policy initiatives emerging outside of the budget process. It is, however, a
tool that will require a government to carefully reexamine the assumptions on which a budget
was based. Over time, and | say this optimistically, if you ensure that future budgets are based
on better assumptions and estimates, the risk of unplanned and unavoidable expenditures
should decrease.

That concludes my prepared testimony, and | am happy to respond to questions.



Code of the District of Columbia

§ 47-355.05. Reporting requirements of the Chief Financial Officer and Agency Fiscal Officers.

(a) The Chief Financial Officer shall submit reports to the Council and the Mayor on a quarterly basis
indicating each agency's actual operating expenditures, obligations, and commitments, each by source of
funds, and the expenditures for each capital project, compared to their approved spending plan. This
report shall be accompanied by the Chief Financial Officer's observations regarding spending patterns
and identify steps being taken to assure spending remains within the approved budget.

(a-1) Each Agency Fiscal Officer ("AFQ") shall submit quarterly reports to the Chairperson of the Council
committee that has purview over the AFQ's agency. Each report shall include the agency’s actual
expenditures, obligations, and commitments, organized by source of funds, and compared to their
approved spending plan. The report shall be accompanied by the AFQ's analysis of spending patterns
and of the steps taken to assure that spending remains within the approved budget.

(b) The Chief Financial Officer shall be required to develop the quarterly apportionment of funds, by
source of funds, for each agency based on the spending plans submitted by agency heads and agency
fiscal officers. The apportionment shall be binding on agencies unless otherwise modified by the Chief
Financial Officer.

(c) The Chief Financial Officer shall determine when each agency will transition to the quarterly
apportionment of funds, so long as all agencies transition to quarterly apportionment within 3 years of
[April 4, 2003].

(d) Nothing in this section is intended to interfere with the exclusive authority and discretion of the
District of Columbia Retirement Board to manage and control retirement funds pursuant to [Chapter 7 of
Title 1].

(e)(1) The Chief Financial Officer shall submit a quarterly summary to the Council and the Mayor on all:
(A) Reprogrammings; and

(B) [Repealed].

(C) Other budget modifications that involve a change in the purpose of the use of the funds that are not
included in the annual budget and are more than $50,000 and less than $500,000.

(2)(A) The summary shall set forth clearly and concisely each budget category affected by the
reprogramming or other budget modification, as described in paragraph (1) of this subsection, as
follows:

(i) For the operating budget, by:

(1) Agency;

(1) Object category; and

(1) Comptroller source group; and

(ii) For capital projects, by:

(1) Agency; and

(1) Project and subproject.

(B) For capital projects, the summary shall also describe any consequences of the shift, such as
personnel shifts or equipment transfers.
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