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Good Morning Chairman Evans and members of the Committee on Finance 

and Revenue.  I am Natwar M. Gandhi, Chief Financial Officer of the 

District of Columbia.  I am pleased to appear before you today for this 

oversight hearing.  With me today are Stephen Cordi, the District’s tax 

commissioner; Robert Farr, Director of the Real Property Tax 

Administration, Buddy Roogow, Executive Director of the DC Lottery and 

David Tseng, our General Counsel.  Mr. Cordi and Mr. Roogow will also 

present testimony today. 

 

Update of District Financial Condition 

First, let me assure you that the District’s financial condition continues to be 

strong, despite the slow recovery of the national economy.  Our fiscal year 

2012 ended September 30
th

 and appears on track to show another budgetary 

surplus, although it is still too early to say with certainty how much that will 

be.  We expect to produce our Comprehensive Annual Financial Report, or 

CAFR, on time.  This will be the sixteenth consecutive CAFR showing a 

balanced budget.  (See Attachment A.)  Since the beginning of Fiscal Year 

2013, we have sold $675 million one-year Tax Revenue Anticipation Notes 

(TRANs) at a record low rate of 0.19 percent.  Last month, we sold $776 

million of 25-year Income Tax Secured Revenue Bonds to fund the FY 2013 
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Capital Improvement Plan, which achieved an interest cost of 3.16 percent, 

again a record low rate.  Part of the reason for this is, of course, 

extraordinarily strong municipal bond market conditions, but it also results 

from our continued excellent bond ratings – AAA from Standard & Poor’s, 

Aa1 from Moody’s Investors Service and AA+ from Fitch Ratings on the 

income tax bonds, all with stable outlooks.  Furthermore, the District’s 

general obligation bond ratings were affirmed by S & P (A+) and Fitch 

Ratings (AA-) also with stable outlooks (See Attachment B). Last month, 

District residents demonstrated their confidence in the City’s financial 

stability by purchasing more than $130 million of the income tax bonds.  

 

All of this is the result of the fiscally responsible decisions made by the 

city’s elected leadership, including the passage of balanced budgets, the 

establishment of the 12 percent debt cap, and the commitment to rebuild our 

fund balance.  These achievements have been noticed by investors in our 

debt offerings, and the result is a lower debt service burden and marginally 

more room for additional borrowing under the debt cap, as shown in 

Attachment C. 
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Update on OTR/Real Property Tax Assessment Improvements 

Mr. Chairman, we welcome and appreciate this opportunity to update the 

Committee on the issues raised at the last oversight hearing in October.   

Mr. Cordi will address the specific steps taken to improve the transparency 

and efficiency of the real property tax assessment process, and to increase 

the public’s confidence in these assessments and the related appeals process. 

This includes how changes are made to the assessed valuation on residential 

and commercial properties, requiring an auditable trail for all changes made 

to the assessment rolls, providing multiple levels of approval before 

significant changes can be made to the assessed real property values, and 

other modernization and enhancements.   

  

As the District’s taxing agency, OTR must not only be aggressive, but also 

fair and equitable, for both commercial and residential taxpayers.  This 

means providing all taxpayers with a clear and open process for appealing 

their property tax assessments.   

 

Real property assessment is a responsibility that the leadership within OTR 

and I take seriously, and it is the reason that we remain emphatic in 

disputing the erroneous allegations that the OTR failed to collect millions of 
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dollars in tax revenue in 2012.  The allegations are, quite simply, false and 

were made without any understanding of the real estate tax assessment and 

appeals process.  We stand behind the assessment methods used by the Real 

Property Tax Administration, which is the same method employed by 

governments in Maryland and Virginia, and by the majority of governments 

throughout the nation.   

 

These allegations are based on the flawed reasoning that the initial 

assessment is always correct.  As I stated in October, real property 

assessment notices by law must be mailed by March 1
st
, which is well before 

critical income and expense information becomes available.  As a result, 

initial assessments are often imperfect and require revision; further, it is 

alleged that any downward revision in the assessed value represents a loss of 

revenue to the District.  The right of property owners to appeal is codified in 

law as recognition of the fact that property assessment is not an exact 

science, but rather a function of judgment and access to relevant 

information.   

 

We do believe that by changing the law to allow for the mailing of real 

property assessment notices for commercial income producing properties to 
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June 15, rather than the current statutory deadline of March 1, the process 

for commercial assessments can be improved.  This would allow OTR to 

receive important expense/income statements prior to the release of the 

initial assessment.  We have submitted draft legislation for your review 

which, if implemented, would significantly improve the quality and accuracy 

initial assessments, and the overall efficiency of the assessment and appeals 

process.  

 

OCFO Internal Controls  

As stated in my testimony before this committee in October, I formally 

established the Office of Integrity and Oversight (OIO) in 2002 to support 

our on-going efforts to continually improve our operations by providing me 

with reviews and appraisals of our programs. The role of OIO, and the 

executive director in particular, is to assist agency management in 

maintaining the integrity, accountability and efficiency of the District’s 

financial management and tax administration systems through its audit and 

investigative programs.  Simply put, OIO’s job is to identify and report 

potential problems and work closely and collaboratively with management 

so that it can effectively address them.     
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OIO serves as one of the OCFO’s principal internal controls.  The reports 

that it produces are evidence that we are doing our work and living up to our 

commitment and responsibility to be constantly vigilant in safeguarding the 

District’s financial resources.     

Another important improvement in our internal controls was the 

establishment of an Office of the Chief Risk Officer (CRO) in 2008.  Our 

CRO, Kathy Crader, reviews and evaluates the inherent risk in our processes 

and collaborates with management to develop and implement risk mitigation 

plans.  Equally important, the CRO evaluates the recommendations included 

in OIO audits and assigns them a level of urgency for implementation 

purposes.   As you know, some OIO findings are high priority and resources 

must be directed to immediately remediating those problems.  Other findings 

are less urgent, and include relatively routine suggestions for improvements.  

As you are aware, OCFO has undergone a reduction in FTE of 18 percent 

since 2009, and it is essential that we prioritize work according to the degree 

of risk in order to safeguard District assets and meet our goal of a more 

secure OTR.   

 

Since October, we have posted 24 OIO reports on the OCFO web site and 

they are available for review.  We have provided Executive Summaries of 
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each report which include its current status, a risk assessment, and an 

overview of the recommendations to provide greater explanation and context 

to the reader.   

 

Again, let me emphasize that I created OIO with the intention of improving 

all OCFO internal operations and controls.  I believe OIO’s function is a 

“best practice” that increases our efficiency and the security of public 

resources.  Like all financial enterprises, public or private, we are targets of 

fraud.  Unfortunately, that is our reality.  While we continue our efforts to 

prevent theft before it occurs, no financial institution can fully eradicate 

attempts at theft. Since 2007, our efforts have resulted in significant 

improvements in the OCFO’s internal control structure.  The preventive and 

detective controls implemented have allowed us to identify anomalous 

transactions and uncover fraudulent activity.  Most recently, this resulted in 

the arrest and conviction of two employees who were using their positions to 

steal from the government for which they worked.  We appreciate your 

leadership in these efforts, Mr. Chairman, and your support of funding both 

critical staff like the CRO and improving technology for catching fraud and 

theft before it occurs. 
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Conclusion 

Thank you for the opportunity to address these issues today.  I would be 

happy to address any questions you may have at this time. 
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