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MR. PATTON: Al'l right. The time is
1: 06 p.m, Friday, September 21, 2012. Thomas
M. Patton, Deputy Attorney General, and also

with me today is our investigator M chael

Mat t son. And we have with us --
Sir, if you would, announce yourself
and spell your name for us.

MR. HARRI S: Mi chael Harris; | ast
name is H-A-R-R-1-S.

MR. PATTON: Thank you, M chael
Harris. And you received my letter notifying
you of this interview --

MR. HARRI S: I did.

MR. PATTON: (I ndiscernible -
simul taneous speaking) ago. Okay. So you're
fam liar with the admonition we gave you - -

MR. HARRI S: Yes.

MR. PATTON: -- that this is an
admi nistrative investigation, and as a current
State empl oyee, you're required to answer
truthfully, et cetera.

MR. HARRI S: Yes.

MR. PATTON: Okay. So let's go

right into -- give us a little bit about your
background. You have, | assume, a fairly |ong
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State empl oyment history.

MR. HARRI S: | -- yeah, | suppose
So. | " ve got twenty-four years with the State
(i ndiscernible - simultaneous speaking) like
t hat .

MR. PATTON: Okay. So tell us about
yoursel f. Tell us about your State empl oyment
hi story.

MR. HARRI S: | began working for the
| egi sl ative analyst's office in, | believe --

| al ways get confused as to whether it's '87
or ' 88. It's a long time ago. | spent three
years at | eg anal yst.

MR. PATTON: What was your | ob
there?

MR. HARRI S: | was the -- oh, God.
| don't even remember the title, but basically
t he analyst with assignments in recycling and
wast e management and water resources.

MR. PATTON: You said it was about

‘877

MR. HARRI S: Yeah, '87-'88.

MR. PATTON: Okay. Wat er resources,
recycle, waste management. What kind of work

do you do at the LAO?
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MR. HARRI S: It's program and fi scal
review, if that's a sufficient description.

MR. PATTON: SO you go over
financial matters?

MR. HARRI S: Yes, among ot her
t hings.

MR. PATTON: You're the first person
| " ve talked to who's got a background with the
LAO. Someone asked a little bit about how
t hat works, but first tell me, you have what
ki nd of an educati onal background?

MR. HARRI S: I have an undergraduate
degree in environmental studies and econom cs,
a double major, and I did two years of Ph.D.
| evel course work in agricultural and resource
economi cs.

MR. PATTON: Okay. Two years Ph. D.
wor k, agricultural.

MR. HARRI S: And resource econom CS.

MR. PATTON: Agricul tural and
resource economi Cs. So you know somet hi ng
about finance and econom cs.

MR. HARRI S: | -- frankly, | never
guite know what the term "finance" means

but - -
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MR. PATTON: Money.

MR. HARRI S: And | tend to describe
myself as a recovering econom st so --

MR. PATTON: Yeah. What are we
recovering from?

MR. HARRI S: Well, Hazel Henderson
said economcs is a form of brain damage so --

MR. PATTON: Yeah. | didn't study
enough econom cs. | don't know who Haze
Henderson i s.

MR. HARRI S: An economi st.

MR. PATTON: I guess you | ook at a
| ot of graphs and charts and spreadsheets and
numbers and you can get brain damage. That's
the idea?

MR. HARRI S: Actually the idea is
not the issue of | ooking at charts and numbers
but the issue of the econom st's world view
that the world is somehow infinite where it's,
in fact, physically it's Iimted.

MR. PATTON: So at LAO, program
fiscal review, who -- I'mtrying to understand
how LAO interfaces with the executive world of
budgets and departments and - -

MR. HARRI S: And you have to take
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all of -- everything |I'm going to say with a
grain of salt because it's been a long time
since |I've been there --

MR. PATTON: Um hum.

MR. HARRI S: -- and the world has
changed since | was there. But when |1 was
there, the |l egislative analyst was responsi bl e
for the |legislature's review of the governor's
budget and produced an analysis of the budget
each year, which became, in turn, the basis
for most of the budget hearings.

MR. PATTON: Okay. So you then --
at the LAO, you're going to communi cate
with -- receive information, | assume then,
fromthe Department of Finance who's worKking
up the governor's budget?

MR. HARRI S: Yes.

MR. PATTON: And then you study

t hat - -

MR. HARRI S: Yes.

MR. PATTON: -- so that you can
give -- you're the advisors then to the

| egi sl ature, what's com ng out of Finance and
the governor's office budget-wise.

MR. HARRI S: Ri ght .
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MR. PATTON: Okay. So you, early on
then in your State career, started working
then with State budget issues.

MR. HARRI S: Yes.

MR. PATTON: Okay. So you worked,
you said, three years at the LAO, and then
sometime in the '90s you obviously made a
change.

MR. HARRI S: 1991, Prop 140 passed
which was the term|limts initiative. Mo st
people don't realize that it also cut the
| egi sl ature's budget radically. And | had a
mort gage and a young baby at home and was
| ooking for a little more stability than I
could expect at LAO. LAO went from al most
ni nety analysts when |I was there to about
twenty-five by the time they were finished
cutting.

MR. PATTON: Um- hum.

MR. HARRI S: So | moved to the
Depart ment of Conservation, Division of
Recycling.

MR. PATTON: Bef ore we go there,
when you were at the LAO, did you work with

Rut h Col eman?
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MR. HARRI S: Yes.

MR. PATTON: So you met her when?

MR. HARRI S: When | arrived at the
LAO in | ate '87.

MR. PATTON: So she was already
wor ki ng there --

MR. HARRI S: Yes.

MR. PATTON: -- when you got there?

MR. HARRI S: Rel ati vely. LAO
hires -- or used to hire on a cycle. | was
hired off cycle. Rut h started probably six or
seven mont hs before | did.

MR. PATTON: And you say you were
doing work relating to waste management,
recycling, and water resources. What agenci es
was she working with?

MR. HARRI S: | couldn't tell you.

MR. PATTON: You don't know what
budgets she was - -

MR. HARRI S: Not at this --

MR. PATTON: Not the same budgets
you were | ooking at?

MR. HARRI S: No.

MR. PATTON: Okay. Was she doing

the same kind of work?
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MR. HARRI S:

MR. PATTON:
far as you know,

review person?

MR. HARRI S:
MR. PATTON:
analyst, is that a f
MR. HARRI S:
t han budget anal yst
MR. PATTON:
MR. HARRI S:

expectation was that

some sort of

Yes.
Okay. So she was, as

a program fiscal

Yes.
I's that -- budget
air word as well?
It's probably broader
Okay.
-- because the

you become a program

expert.
MR. PATTON: Okay. So is the
title -- what is the title? Program analyst?
MR. HARRI S: The title, as | recall
it at the time, was fiscal and program
anal yst.
MR. PATTON: Okay. And did you and
Rut h become friends at that time?
MR. HARRI S: Yes.
MR. PATTON: Okay. So you've known
her since the beginning of your State service?
MR. HARRI S: Yes.
MR. PATTON: Okay. And tell me
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where you said you went then in '91.

MR. HARRI S: The Department of
Conservation, Division of Recycling.

MR. PATTON: Okay. And what did you
do there?

MR. HARRI S: Utimately ran a unit
doing statistical analysis and projections and
survey work for the beverage container
recycling program

MR. PATTON: Okay. So you're in
what -- you're in some kind of Adm n Services
section for this?

MR. HARRI S: No.

MR. PATTON: No? What are you in?

MR. HARRI S: No. | was in the
program. | was in the beverage contai ner
recycling program

MR. PATTON: Okay.

MR. HARRI S: Di vi sion of Recycling,
not the Admi n Division.

MR. PATTON: Oh, okay. So you're in
t hat particular program doing statistical
anal ysi s. Are you doing econom c forecasting
for them?

MR. HARRI S: | was certainly
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Il nvolved in some forecasting. | wouldn't cal
it econom c forecasting. It was more
forecasting the sales and returns of beverage
cont ai ners.

MR. PATTON: Al'l right. Fi nanci al
forecasting maybe?

MR. HARRI S: Not even financi al
forecasting. | said what | meant, forecasting
sal es and returns of beverage contai ners.

That had a financial component in that it
affected the beverage container recycling
fund, but | was forecasting sales and returns.

MR. PATTON: Okay. What was your
next gig in the State?

MR. HARRI S: I left Conservation in
1997, and | went back to the Senate -- the
St ate Senate.

MR. PATTON: Okay.

MR. HARRI S: I was consultant to the
Budget and Fiscal Review Commttee with a
responsibility for reviewi ng the budgets of
all of the Resources Agency, all of Cal/EPA,
Food and Ag, a number of other (indiscernible
- simultaneous speaking).

MR. PATTON: Consultant to the
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Budget

and Fiscal

Review Commi ttee?

MR. HARRI S: Yes.

MR. PATTON: Looking at what
agenci es?

MR. HARRI S: Resources.

MR. PATTON: Um- hum.

MR. HARRI S: Cal /| EPA.

MR. PATTON: Yep.

MR. HARRI S: Food and Ag.

MR. PATTON: Yep.

MR. HARRI S: And a number of other
small er --

MR. PATTON: Par ks?

MR. HARRI S: No -- Parks within the
Resources Agency, yes.

MR. PATTON: Okay. | meant to ask
you what -- so you met Ruth Coleman for the
first time when you two worked at LAO?

MR. HARRI S: That's correct.

MR. PATTON: You didn't know her

from before that?

MR. HARRI S: That's correct.

MR. PATTON: Okay. So you're at
St ate Senate, consultant to Budget Fiscal
Review Committee. Resources is one of the
Page 12
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agenci es you've got.

MR.

agency, what

HARRI S: And when | say the

| really mean is all the

departments under the agency.

MR.
| mean that
MR.
MR.

t he agenci es,

PATTON: Correct, that's -- and

t 00.

HARRI S: Okay.
PATTON: Yeah. Parks i s one of

one of the departments under the

agency resources. So you're | ooking at al

the different

MR.
MR.

resource departments' budgets?
HARRI S: Yes.
PATTON: Okay. Was that then

your first exposure to the Parks Depart ment

budget's fiscal issues?

MR.
MR.

|l ong were you

MR.

MR.

MR.

MR.
you make the

MR.
2000.

HARRI S: Yes.

PATTON: Yeah, okay. And how
in that position?

HARRI S: Just about three years.
PATTON: Okay.

HARRI S: Three budget cycl es.
PATTON: Okay. So around 2000

next change?

HARRI S: 2000 -- yeah, about
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MR. PATTON:

MR. HARRI S:
and Game - -

MR. PATTON:

MR. HARRI S:

Admi ni stration.
MR. PATTON:

ot her things, you're r

Accounting and Budget?

MR. HARRI S:
MR. PATTON:
Fish and Game for how
MR. HARRI S:
MR. PATTON:
MR. HARRI S:
Par ks.
MR. PATTON:
MR. HARRI S:
MR. PATTON:
spot -- post at Parks?
MR. HARRI S:
for Admi nistrative Ser
MR. PATTON:
MR. HARRI S:

And where was that to?

The Department of Fish
Okay.

-- as Chief of

Okay.

Where, among

esponsi ble for

Yes.

Okay. And you were at
|l ong?

About three years.
Okay. Then what ?

And then moved to

Around '03 then?

Yeah, '03-'04.

And what was your first

| was Deputy Director
vi ces.
Okay. And then what?

Deputy Director for

Policy and Strategic Planning and then --

Page 14

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Deputy Director of

three years.

Director

Pl anni ng.

honestly

years at

Deputy Director,

Pl anni ng.

Pl anni ng?

t he Chi ef

MR.

PATTON: How | ong were you

Admi n Services?

MR. HARRI S: | want to say about

MR. PATTON: Okay. And then Deputy
of --

MR. HARRI S: Policy and Strategic
MR. PATTON: Okay. Starting in?
MR. HARRI S: Oh, gosh. I

-- | don't know. It all -- eight
Parks all sort of fades together.
MR. PATTON: Okay. And after being

Strategy and Pl anning?

MR. HARRI S: Policy and Strategic
MR. PATTON: Policy and Strategic
MR. HARRI S: Um- hum.
MR. PATTON: After doing that?
MR. HARRI S: About a year into that,
Deputy retired and - -
MR. PATTON: Who was that?
MR. HARRI S: Paul Romero.
MR. PATTON: Okay. And?
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MR. HARRI S: And | became eventually
acting Chief Deputy Director, and | say
"acting" meaning no appointment involved nor
was there any pay invol ved.

MR. PATTON: Did you ever become the
permanent Chief Deputy?

MR. HARRI S: No. Four years as
acting Chief Deputy.

MR. PATTON: So you went from Deputy
Director of Policy and Strategic Planning into
t he acting Chief Deputy role?

MR. HARRI S: Yes.

MR. PATTON: Okay. Were you ever --
so your first post at Parks '03 was Deputy
Director Adm n Services?

MR. HARRI S: Yes, which is a CEA
position.

MR. PATTON: Okay. Got it. And who
appoi nted you to that position?

MR. HARRI S: Rut h Col eman - -

MR. PATTON: Okay.

MR. HARRI S: -- as the Director.

MR. PATTON: Had you -- obviously
you left LAO where you had worked in the same

office -- same agency as Ruth Col eman back in
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'91.

MR. HARRI S: Prior to '91, yeah.

MR. PATTON: Yeah, you left there, |
think, around --

MR. HARRI S: In "91.

MR. PATTON: Yeah. Had you and Ruth
stayed in contact?

MR. HARRI S: Sporadically --

MR. PATTON: Okay.

MR. HARRI S: -- not much. When |
went to the Senate, the chair -- the then
chair of the Budget Comm ttee was Senator M ke
Thompson, and she was working for himas his
Leg Director -- Legislative Director.

MR. PATTON: Okay. When did you
first meet Manny Lopez?

MR. HARRI S: Il don't think I -- |
don't know that | could put a date on it.

MR. PATTON: Where did you first
meet hi m?

MR. HARRI S: When | was Admi n Chi ef
at Parks, our Budget Officer retired, and |
needed to hire a Budget Officer. We conduct ed
competitive interviews, and that was where |

first met him --
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MR. PATTON: Okay.

MR. HARRI S: -- and eventually hired
hi m.

MR. PATTON: Um hum. Okay. So when
you first went to Parks, Becky Brown was the
Budget Officer, right?

MR. HARRI S: Correct.

MR. PATTON: Had you known her from
before?

MR. HARRI S: Yes.

MR. PATTON: Wher e?

MR. HARRI S: When | was at the
Senate on Budget Committee staff.

MR. PATTON: You'd worked with her
because - -

MR. HARRI S: In her role as Budget
Of ficer --

MR. PATTON: At Parks?

MR. HARRI S: -- at Parks.

MR. PATTON: So you were famliar
with her and her budget work? You'd seen the
budgets com ng out of Finance for Parks?

MR. HARRI S: Certainly, yes.

MR. PATTON: Did you ever -- okay.
So let's just go straight into this. You' ve
Page 18

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

read about the news reports obviously
reporting about a financial discrepancy

bet ween the reports to Finance for the State
Par ks and Rec Fund, the SPRF fund --

MR. HARRI S: Um hum.

MR. PATTON: -- and the discrepancy
bet ween those reports and the account bal ance
report to the Controller at the end of each
fiscal year. And we've received spreadsheets
from Finance showing this disparity going back
many years, predating when you arrived.

MR. HARRI S: Um hum.

MR. PATTON: So acknowl edgi ng that,
can you tell us what you -- when you came to
encounter that and what your thoughts were?

MR. HARRI S: Preference everything
here saying this was a long time ago.

MR. PATTON: Sur e.

MR. HARRI S: And so I'Il tell you
what my recollections are, but | won't -- |
will tell you they're my recollections;
whet her they're accurate or not, | don't know.

It's been a long time.
MR. PATTON: That was a long time

ago that you first encountered this.
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MR. HARRI S: Yes.

MR. PATTON: Yeah. And you went

there in '03 as Deputy Director, Adm n
Services, '03-'04.
MR. HARRI S: And very shortly

arriving, my recollection is | had a b

after

riefing

from Becky Brown, who was the Budget Officer,

and from Tom Dom ch, who was the -- was nmy

number two, was the Assistant Deputy Director

for Adm n --

MR. PATTON: Um hum.

MR. HARRI S: -- in which they
me that there had been an error made i
fund condition for SPRF. My recoll ect
99, but the release says otherwi se; |
know. My recollection is '99, four or
years before | was there.

MR. PATTON: Um hum.

MR. HARRI S: | honestly don't

whet her | was told whether that error

told
n the
lon is
don't

five

recal |

st emmed

from the Department of Finance or from Parks.

| don't recall. That the effect of th
was to ignore -- well, not ignore, but
understate the fund condition bal ance

to the cash bal ance.

at error
to

relative
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MR. PATTON: Um hum.

MR. HARRI S: My recoll ection again,
a long time ago, is that it was roughly
fifteen mllion dollars.

MR. PATTON: Okay.

MR. HARRI S: It was presented to me
in the context of --

MR. PATTON: So you were getting a
joint report from Becky Brown and Tom Domi ch?

MR. HARRI S: That's my recollection.

MR. PATTON: Okay. Not i ndependent
reports. They both --

MR. HARRI S: No.

MR. PATTON: -- came to you
toget her.

MR. HARRI S: They came to me
together to brief -- as part of my briefings

as comng up to speed --

MR. PATTON: Okay.

MR. HARRI S: -- as Deputy for Adm n.
What | was -- what | recall being told is that
the department had chosen not to correct that
error and did so because of several factors.
One was the widely held belief that if they

had di scl osed that amount it would simply have
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resulted in a reduction of the General Fund
budget for the department to offset it. The
ot her was a recognition that the depart ment
was fiscally at risk, but fromits increasing
reliance on money it earned, its earned
revenues, meaning fees.

In 1997, if | can give you a bit of
hi story, the department ran a fifteen mllion
dol |l ar deficiency as a result of a -- "perfect
storm" is an overused metaphor, but that's
what it was. It was a bad series of storns
and a well cold spring, and as a result,
attendance was down, and a number of parks
were cl osed, and there was heavy damage in a
number of parks.

MR. PATTON: "97-'98 was the year of
the great fl ood.

MR. HARRI S: Ri ght .

MR. PATTON: The Reno airport was
under water.

MR. HARRI S: Ri ght .

MR. PATTON: Levees here burst.
Central Valley was fl ooded.

MR. HARRI S: Ri ght . And part of the

consequence for the Department of Parks and
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Recreation was they ran a deficiency.

MR. PATTON: Um hum.

MR. HARRI S: And so what was
presented to me was the expectation that we
woul d become increasingly dependent on our
ot her revenues as opposed to General Fund and
that those revenues were volatile and that the
di screpancy between the fund condition and the
cash bal ance would be essentially absorbed as
we were able to send cash, even though we
didn't -- we weren't bringing in the revenue,
whereas the expectation was that, at some
point, revenues would fall short of
projections, and absent that cash bal ance, the
fund -- the department would have to run a
deficiency.

MR. PATTON: Okay. Now, you said
t hat you were informed that Parks management
had made a determi nation that this -- they
weren't going to rectify this error.

MR. HARRI S: Um hum.

MR. PATTON: And you say that the
people who were reporting this to you were
Becky Brown and Tom Domi ch.

MR. HARRI S: To be honest, that's
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not a direct recollection, but | don't know
who el se would have told me.

MR. PATTON: Who was indicated to
have been the management that made the
determ nation not to rectify this?

MR. HARRI S: | don't recal
di scussing that.

MR. PATTON: Well, the determi nation

had al ready been made, and you'd arrived, you

say it was '03 or '04. Do you remember ?
MR. HARRI S: " 03.
MR. PATTON: "03. Does he remember

when in '037?

MR. HARRI S: Late in '03.

MR. PATTON: And do you recall when
Rut h Col eman had come to Parks?

MR. HARRI S: She was at Parks before
| got there, |long before |I got there.

MR. PATTON: Okay. She became the
Director, as | understand it, in '"02, and

Rusty Areias had been the Director prior to

t hat .

MR. HARRI S: That's correct.

MR. PATTON: And I'"'mtrying to
remember, she -- | can't remember if she held
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a post other than she came in as acting
Director.

MR. HARRI S: She had been the Deputy
Director for |egislation.

MR. PATTON: Okay. Under Rusty?

MR. HARRI S: Yes.

MR. PATTON: Okay.

MR. HARRI S: Agai n, before my time.

MR. PATTON: Oh, yeah, there she is,
2000. No one indicated to you then whether
t he management decision not to disclose this
had been made by either Director Coleman --

MR. HARRI S: Well, it certainly
woul dn't have been Director Col eman because
she wasn't Director at the time that this
occurred.

MR. PATTON: Do you know when the
di sparity was discovered?

MR. HARRI S: As | say, ny
recollection is 1999.

MR. PATTON: Well, you -- wait a
m nut e. Hol d on a second. You i ndicated that
your staff came to you shortly after you took
this post, and you indicated that they had

i dentified that an error had occurred in
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around 1999.

MR. HARRI S: That is correct.

MR. PATTON: You didn't tell

me t hat

they indicated the error had been discovered

in '99.
MR. HARRI S: | apol ogi ze.

wasn't my understanding.

That

MR. PATTON: Okay. And we actually

have information that it appears that

the

error was discovered a little bit | ater.

MR. HARRI S: Yeah. As | said,

that's --

MR. PATTON: We're not exactly sure
when, but it's probably around -- it's
either --

MR. HARRI S: 2000.

MR. PATTON: Well, it's actually

more | i ke 2001 or ' 2.

MR. HARRI S: Okay. We know it

wasn't in 2000. So the earliest was about

2001. And | think Rusty was still

t he

Director until about, | think, January of two

maybe, | don't know, and Ruth comes

n.

So

nobody indicated to you who the management was

t hat made that call ?
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ot her

recoll ection

of that

woul d be

one

prepares

di scussing this with Becky Brown,

i n charge of

MR. HARRI S: No.

MR. PATTON: Okay .
MR. HARRI S: And | will add one
thing which is that, again, nmy

Is that the department was aware

error fromthe time it was made.
MR. PATTON: Okay.
MR. HARRI S: That's my recoll ection.
MR. PATTON: Okay. Now -- and this
Becky Brown?
MR. HARRI S: Yes.

MR. PATTON: So -- because she's the

t he budget side.

MR. HARRI S: Yes.

MR. PATTON: And she's the one that

the fund condition statement.

MR. HARRI S: That's correct.

MR. PATTON: So -- and you recall

there's a

di sparity?

me at

cont ext

| east,

t hat

MR. HARRI S: Yes.

MR. PATTON: Okay. So --

MR. HARRI S: And would add that, for

It'"s important to keep that in

t hat discussion was coupled with
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a discussion of the plan for rectifying.

MR. PATTON: So let's talk about the
plan for rectifying. And | understand -- you
explained to me that the revenue com ng into
SPRF is far from guaranteed; it's potentially
vol atile. And in '"97-'"98, there was a
horrendous perfect storm, as you describe
it --

MR. HARRI S: Um- hum.

MR. PATTON: -- and a fifteen
mllion dollar deficit was run that year. So
by the time you're getting briefed on this in
about '03, there is a discrepancy between the
reports and there's some monies that are in
SPRF that aren't being reported, which
I ndi cated was about fifteen mllion dollars.

MR. HARRI S: That's my recoll ection.

MR. PATTON: Now -- sO run me
t hrough the plan for how this might get
rectified or those monies used.

MR. HARRI S: There's two pieces, if
you will. One is the department's authority
to spend money, which is given in the
appropriation and the budget act. The ot her

is the availability of that money, the
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actual -- somebody's got dollars in the State
treasury.

MR. PATTON: Got to have money, and
you got to have an appropriation.

MR. HARRI S: You got to have money,

and you got to have an appropriation. The
expectation, as | said, was that at some point
in the com ng years, because of the volatility

of revenue, we would have an appropriation for
which we did not have money. That is to say,
we woul d not realize the revenues we had
projected.

MR. PATTON: Oh, okay.

MR. HARRI S: Okay. And that at that
point we would have the appropriation to spend
the money. We woul d use the cash bal ance to
spend up to that appropriation, even though we
had not earned the projected revenue at that
time. Il s that making any sense?

MR. PATTON: Well, you're -- in
order to spend an unreported amount of money
that you didn't reflect in the cash bal ance,
in my m nd, you're going to have to do
something to increase the amount of money

reflecting as a cash bal ance.
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MR. HARRI S: That's certainly
| ogically consistent. | never got down to
that | evel of detail.

MR. PATTON: See, |'ve always been
trying to figure out what's the rationale
behi nd not disclosing this, and the only
thing -- and you've reiterated, it's been
stated by a number of people that, well, if
they know we have this much additional money,
our General Fund is |likely to take another
hit --

MR. HARRI S: Um hum.

MR. PATTON: -- which we don't want
t hat to happen. Part of it is that, 1've been
told, General Fund dollars are more fungible
in terms of what you can spend them on.
You're noddi ng your head yes.

MR. HARRI S: Yeah.

MR. PATTON: And that --

MR. HARRI S: ' m hesitating only
because technically, the monies earned and
deposited in SPRF are -- my understanding is
perfectly fungi bl e.

MR. PATTON: Yeah. Okay. So that's

not a real good justification. The principa
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justification |I've heard is that General Fund
could get hit and -- even though we haven't

di scl osed this money, and so therefore we
don't have an appropriation to spend it.

MR. HARRI S: That's not correct.

MR. PATTON: Okay. Go ahead.

MR. HARRI S: Appropriations, in the
case of the State Parks and Rec Fund, are made
contingent on earning revenue.

MR. PATTON: Projected revenue.

MR. HARRI S: Projected revenue. And
when | say "contingent", that makes it sound
| i ke the appropriation only is there if we
make the revenue. That's not the case. I n
fact, the appropriation is there.

MR. PATTON: Okay.

MR. HARRI S: The issue becomes
whet her or not there are actual dollars to
spend. For the most part, for most State
funds, it's not an iIssue because revenues are
more easily projected and | ess subject to
volatility because they're regul atory fees or
they're taxes or they're something that is
compul sory. Parks is | can't say unique

because | haven't worked every place in State
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government, but it's different in that its
revenues depend on customers, truly customers,
peopl e who have choices about where to spend
their money.

MR. PATTON: And weat her.

MR. HARRI S: And weat her. Weat her
Is a huge factor.

MR. PATTON: There are vari abl es.

MR. HARRI S: There are huge
vari abl es not under control of the department.

MR. PATTON: Ri ght .

MR. HARRI S: So the situation could
be that you have an appropriation to spend
seventy mllion dollars --

MR. PATTON: Um hum.

MR. HARRI S: -- of revenue from
SPRF, but you only bring in sixty.

MR. PATTON: Um hum.

MR. HARRI S: Well, the plan was
t hat, at some point if we face that -- when we
face that situation, we expected to face that
situation, that we would make the necessary
adjustments, | guess, but like |I said, |
didn't get down into that |evel of detail in

t he budget to reflect the fact that that
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additional ten mllion of authority was
actually there in cash.

MR. PATTON: Got it.

MR. HARRI S: Okay.

MR. PATTON: So | guess my only
point is that having not acknowl edged the
exi stence of that money at the get-go when the
appropriation was made, your revenues don't
meet projected expectations, and you're ten
mllion short of what you projected. You' ve
got an appropriation to spend that additional
ten, but now you see that you don't have it,
but you actually do have it because it was
undi scl osed. You' re nodding your head yes.

MR. HARRI S: Yes.

MR. PATTON: Some kind of fiction is
going to then have to occur in order to be
able to reflect, now that we've got this
money, whether it's newly disclosing some
errantly unaccounted for funds or disclose --

or claimng more revenues than actually

recei ved.

MR. HARRI S: " m not sure about
fiction. | think it's a correction of an
error.
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MR. PATTON: A correction of an
error. Okay. And so, for example, an error
could be saying our balance that we reflected
was off; we actually had more.

MR. HARRI S: Yes.

MR. PATTON: Okay.

MR. HARRI S: And | guess | should
poi nt out one other piece, which |I think
you're probably aware of, but there is al ways
a difference between the fund condition

amounts and the Controller's cash bal ance in

part -- for the special funds, at any rate, |
part because of accounting differences --

MR. PATTON: Um hum.

MR. HARRI S: -- the accrual issue.

MR. PATTON: Yeah, |'ve heard a
little bit about that. | assume that that
difference that's sort of inherent in the
di fferent methods of accounting is
reconcil able then when you account --

MR. HARRI S: Yes.

MR. PATTON: -- for those
differences.

MR. HARRI S: Yes.

MR. PATTON: Yeah. And the one
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thing I've heard is that not all future
encumbrances that might be reflected in a fund
condition report are reflected in the actual
bal ance -- account balance statement to
Controller.

MR. HARRI S: You know, |'m not
enough of an accountant to fully explain that.
| can tell you what | understand, which is the
difference between the budget side and the
accounting side in this area is that -- is the
guestion of when you charge an expense.

Ei ther you charge it at the time you incur it
or you charge it at the time you pay it, and
that results in differences.

MR. PATTON: Ri ght . So you've
actually just kind of identified to me what,
in my m nd, sounds |ike the most viable way of
actually bringing some of these undiscl osed
monies into play in a difficult -- in a |ean
year .

MR. HARRI S: Um hum.

MR. PATTON: And you actually sort
of hel ped me identify sort of a mi ndset for
why it m ght be worth keeping this undisclosed

reserve, as it were, having -- the Parks
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Department having, prior to your tenure,
experienced a | ean year when they came up
short.

MR. HARRI S: Um hum.

MR. PATTON: And the way it would be
to correct an error --

MR. HARRI S: That was certainly the
way it was presented to me, that --

MR. PATTON: Who presented this
scenario?

MR. HARRI S: Well, I'"mtal king about
what | assume was the briefing that Becky and
Tom gave me - -

MR. PATTON: Okay.

MR. HARRI S: -- when | arrived.

MR. PATTON: So your recollection is
that the three of you discussed how this m ght
get rectified?

MR. HARRI S: In very general terms.

MR. PATTON: And the idea was that
someti me down the road, if the need arose --

MR. HARRI S: I would have to say it
was not even a matter of if the need arose,
the expectation was when the need arose.

MR. PATTON: We'll do a
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rectification.

MR. HARRI S: Ri ght .

MR. PATTON: Okay. And in order to
do that, what we do is we say that we now

recognize there's been an error in prior

reports?
MR. HARRI S: I have to say, that
| ast piece I'"'m-- |1 don't have direct
recoll ection of that discussion. Long time
ago.

MR. PATTON: Okay.

MR. HARRI S: And | will say, you
know, this subject is one -- eight years at
Parks, if | spent a total of thirty m nutes on
it, it would probably be a |lot, and the vast

majority of that thirty m nutes was in that

initial briefing.

MR. PATTON: Well, let me ask you
about that. When you first | earned that there
was a -- what you recall as being a fifteen
mllion dollar disparity in --

MR. HARRI S: Um hum.
MR. PATTON: -- in the Finance
Department reports versus a Controller actual

bal ance report, was that -- what did you think
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of that issue in terms of gravity? It only
deserved thirty m nutes and it was not that

big a thing?

MR. HARRI S: l"'m-- to be honest, |
don't recall my reaction. I can sort of -- |
think, 1f you | ook at actions, then you can

Il nterpret the fact that | obviously didn't
think it was terribly important because |
didn't do anything to change it.

MR. PATTON: Okay. So when Becky
and Tom Domi ch and you discussed this, no
action was taken.

MR. HARRI S: That's correct.

MR. PATTON: It was kind of a

t heoretical --

MR. HARRI S: It was not presented as
an action -- as anything requiring or needing
or even open to action. It was presented as,

this is where we are.

MR. PATTON: Okay. Did it -- and
did it concern you that these reports were not
I n accord with each other?

MR. HARRI S: | don't recall.
Apparently not.

MR. PATTON: | mean - -
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MR. HARRI S: Again, | think you have

to put that in the context of what | said a
m nute ago which is that it is -- there is an
accounting discrepancy, if you will --

MR. PATTON: Um hum.

MR. HARRI S: -- or difference
bet ween the way the budget side accounts for
money and the way that Controller accounts for
money in the special funds, and so there is
al ways a difference between the budget bal ance
and the cash bal ance.

MR. PATTON: So what |'m hearing you
saying is that disparities are sort of the
natural consequence of different accounting
systems, so the fact that there's a fifteen
mllion dollar disparity in these two reports
to Finance and Controllers is fairly easily
sort of explained away as that's just how the
wor | d works.

MR. HARRI S: You're saying that; |'m
not . | don't know. | mean, |'m not sure | --
| don't recall thinking that, but then | don't
recall not thinking it so --

MR. PATTON: Okay. Well, it's

obvious to me that people having this
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di scussion are aware that it's not just a
natural consequence of accounting differences,
that there is a disconnect here.

MR. HARRI S: Yes.

MR. PATTON: As you say, they've
determ ned that sometime back in around '99 an
error occurred --

MR. HARRI S: Yes.

MR. PATTON: -- and so we've got a
fifteen mllion dollar disparity.

MR. HARRI S: Yes.

MR. PATTON: And they know that it's
not just a result -- it's not just a natural
reporting anomaly; it's there's an error.

MR. HARRI S: Um hum.

MR. PATTON: And it's not -- we're
not going to -- it's not presented as a plan
for action; we're just going to |eave it. I n

fact, you've told me that management had made
a determ nation earlier before you arrived
t hat nothing was going to be done.

MR. HARRI S: That's my recoll ection
of what | was told. | would add though that,
and | think | said it earlier, that there was

a plan of action in place, that the

Page 40

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

expectation was that over time that
di screpancy would be rectified.

MR. PATTON: In those years where
t here were problem years.

MR. HARRI S: Ri ght .

MR. PATTON: We'd somehow then bring
this money into play.

MR. HARRI S: Yes.

MR. PATTON: The details of that
exact plan of bringing it in -- okay. So - -
now, this was -- Becky and Tom were not the
only people that ever discussed with you,

right? This was brought to your attention

again, | think, by M. Lopez.
MR. HARRI S: | have no recollection
of that. | do recall that he and | sort of

made a passing reference to it a couple times,
but | don't recall think explicit discussion
of it, and | was unaware the concerns that
| ' ve seen expressed in the press by the
Accounting Officer and others.

MR. PATTON: Okay. Did you ever
have occasion to discuss this error and the
fifteen mllion dollar disparity with Ruth?

MR. HARRI S: Not that | recall.
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MR. PATTON: You recall having a
di scussion with her Aaron Robertson about it?

MR. HARRI S: Again, in passing, and
then | ater as he began to, | guess, dig deeper
I nto the guts of the budget, he came and told
me that there was a | arge discrepancy between
the cash bal ance and the fund condition. As
It turns out, it appears to me that much of
that difference was expl ainable through the
accounting -- as part of the accounting issue.

MR. PATTON: And he brought this to
your attention this year?

MR. HARRI S: Probably a week or two
weeks before | had my CEA term nated.

MR. PATTON: Okay. And did he tell
you that he -- you don't recall, what was your
response to Aaron when he brought it to your
attention?

MR. PATTON: My response primarily

was shock at the size. The number he was
t hrowi ng around was seventy million. | said
t hat that sounded way too | arge, that | would

expect the actual discrepancy to be more
around fifteen mllion.

MR. PATTON: Li ke you had | earned
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about back in 'O03.

MR. HARRI S: Exactly.

MR. PATTON: Did you ever have any
sim | ar conversation about a disparity in the
OHV fund reports?

MR. HARRI S: No, no. That came as a
total -- | have no idea what that's about.

MR. PATTON: When Aaron came to you
this year, shortly before you were relieved,
and he mentioned seventy mllion, was he
tal king just about --

MR. HARRI S: SPRF. He al so
menti oned a potential discrepancy in the OHV
fund.

MR. PATTON: Your understanding is
his -- the seventy million dollar figure he
threw out related to both?

MR. HARRI S: No. The seventy
m |l lion was specifically SPRF

MR. PATTON: Okay.

MR. HARRI S: And again, from reading

the papers, it appears that that's now more

| i ke twenty mllion which is closer to what |

woul d expect. | assume -- perhaps

i ncorrectly, but | assumed the difference
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bet ween the twenty and the seventy is the
accounting issue.

MR. PATTON: The difference between
the twenty dollars -- twenty mllion doll ar
that i s an actual discrepancy, error in
reporting, that any additional would be due to
differences in accounting reporting?

MR. HARRI S: Yes.

MR. PATTON: So acknowl edging then
that there's some fifteen to twenty mllion in
actual disparate reporting when you make the
proper reconciliation?

MR. HARRI S: Yes.

MR. PATTON: So you worked at the
LAO, and your job there was to study the
budget reports, the financial reporting com ng
in from Finance relating to different
depart ments. If -- in that work, did you ever
compare what departments were reporting to --
t hrough Finance and therefore to LAO, comi ng
from Finance to LAO? Did you ever compare
that with what departments were reporting as
their actual fund bal ances with the
Controller's office?

MR. HARRI S: | don't recall doing
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so.

MR. PATTON: You don't recall ever
| ooki ng at any comparisons?

MR. HARRI S: No.

MR. PATTON: You think -- today you
thing that m ght be a good idea?

MR. HARRI S: I guess, even today, |
woul d say that, for the most part, comparing
the Controller's cash balance to the fund

condition reports would be a | ot of work that

woul d mostly, | assume, maybe |I'm wrong, but
woul d assume mostly would be -- result in
simple reconciliation.

MR. PATTON: When you reconcile for
the different accounting methodol ogi es, most
of it's going to true up, wouldn't be worth
the effort.

MR. HARRI S: Ri ght .

MR. PATTON: LAO is not going to do
t hat reconciliation.

MR. HARRI S: You woul d have to ask
LAO what they would or wouldn't do.

MR. PATTON: Well, when you were --

MR. HARRI S: When | was there, we

never -- | was not even aware of the
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Controller's reports when | was there.

MR. PATTON: Okay.

MR. HARRI S: And 1'Ill point out as
well -- | mean, whether this happened in '99
or 2000, the fact of the matter is the
Depart ment of Finance never reconcil ed.

MR. PATTON: Yeah, we're aware of
t hat . Well, | don't know about "never".

MR. HARRI S: Well, | don't know
about never either, but --

MR. PATTON: Yeah. So you knew - -
SO you -- we tend to gravitate very quickly
I nto there are accounting met hodol ogy
differences that will explain differences in
numbers.

MR. HARRI S: Um hum.

MR. PATTON: | realize that, and I
realize that to the work of reconciling to
account for those differences and
met hodol ogi es we can then figure out whether
or not we're getting the same reports to

Controller and Finance; we got to do some work

to true those up. | get all that.
What I'm -- and |I'm not really very
i nterested -- | understand that that's the way

Page 46

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

the accounting reporting world works in State
gover nment . What |I'minterested in is the
m ndset of knowi ng that there's a real error
of at least fifteen mllion dollars, not
attri butable to different accounting
met hodol ogi es, and there is, in fact, an
underreport then going to Finance --

MR. HARRI S: Um hum.

MR. PATTON: -- which you've
acknowl edged | earni ng about from Becky and Tom
back in '03. And so what I'mtrying to
understand is was there a concern about the
fact that we're sending Finance information

t hat we know is not correct to the tune of

fifteen mllion dollars.
MR. HARRI S: Well, as | said, |
think you have to take that all in the context

that it was presented to me, which was
connected to a plan to rectify it.

MR. PATTON: Well, you and |I have a
little bit of a different view as to the
correct term nology for rectifying.

MR. HARRI S: Certainly.

MR. PATTON: You call it rectifying
an error. | consider it saving for a rainy
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day literally --

MR. HARRI S: Um hum.

MR. PATTON: -- and in a | ean year
when revenues don't meet projections, figuring
out a way to mani pulate this money and to use
it --

MR. HARRI S: Okay.

MR. PATTON: -- which certainly,
every time money is not previously disclosed
or then able to be brought into play what was
an error, starts to become then dim nished in
terms of the overall m sreport --

MR. HARRI S: Um hum.

MR. PATTON: -- but what we're doing
IS we are bringing into play monies that
weren't disclosed. And you've acknowl edged
t hat we knew that they were there and they
weren't disclosed so --

MR. HARRI S: The only thing | would
add is that "disclosed” is a tough word. The
fact of the matter is the cash bal ance was
readily avail able at all times fromthe
Controller's office.

MR. PATTON: I f Finance had want ed

to |l ook at it.
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MR.
to |l ook at it.

MR.
split a hair

accurately
MR.
MR.

sayi ng.
MR.
MR.
MR.
MR.

right. I
MR.
MR.

shows t hat

HARRI S: I f anybody had want ed
PATTON: Ri ght . So where we
then is that, no, the monies were

HARRI S:
PATTON:

HARRI S:
PATTON:
HARRI S:
PATTON:

HARRI S:
PATTON:

reported to the Controller.

Yes.

That's what you're
Yes.

So there's a --

Or so | understand.

No, | think that's

think that's true.

Um hum.

I think that history

the Controller's been getting the

correct numbers.

MR. HARRI S: Um hum.

MR. PATTON: I think history shows
t hat Finance has not been getting the correct
numbers.

MR. HARRI S: Okay.

MR. PATTON: That's what you
i ndicated to me, that the Budget Officer,
Becky Brown, and Tom Domi ch, her superior,
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came to you and said, our reports to Finance
and Controller are different --

MR. HARRI S: Um hum.

MR. PATTON: -- to the tune of
fifteen mllion.

MR. HARRI S: Um hum.

MR. PATTON: So you just told me,
well, at | east one of those reports is
correct, the one to the Controller.

MR. HARRI S: Um hum.

MR. PATTON: Okay. So I'"'mtrying to
under stand again the m ndset of why is it okay
to continue through the years to not report
the correct numbers to Finance.

MR. HARRI S: | guess, part of my
answer to that has to be | don't know that it
was okay, that it was, in my m nd, based on
the way it had been presented to me, it was an
error that we were aware of that we were going
to fix.

MR. PATTON: All right. So we go
around that circle --

MR. HARRI S: | don't know how el se
to say it, and that --

MR. PATTON: Let me put it to you
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this way.

MR. HARRI S: That understandi ng of

it may be wrong, | --

MR. PATTON: Oh, it's all right,

It's all right. | think we've covered that

ground enough.

MR. HARRI S: Okay.

MR. PATTON: And |'ve made
that | understand what you call rect
| also see involves the bringing in

not previously reported to Finance.

it clear
i fication,

of moni es

MR. HARRI S: "1l point out one
ot her piece that --

MR. PATTON: Sure.

MR. HARRI S: -- may help you
understand the mi ndset, as you call it, |
t hi nk. Budgeting is art, not science.

MR. PATTON: Um hum.

MR. HARRI S: There are al ways

errors, always. And part of the art is
correcting those errors over time.
MR. PATTON: So rather --
MR. HARRI S: And again, |I'm not
offering that as justification.
MR. PATTON: No, that's all right.
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MR. HARRI S: You're smling at me.

MR. PATTON: Well, 1 like it because
| " m going to change my description of this
now. Rat her than calling it the bringing in
of monies, rainy day monies to cover a
shortfall and in the process provide some
rectification of what started out as an error,
I nstead of calling that anything |ike
surreptitious bringing in of previously
undi scl osed money, | can just call it now
artistry.

MR. HARRI S: You can call it
anything you want.

MR. PATTON: Well, | mean, that's --
" m picking that up from you. Budgeting is

art, so through some artistry, we bring this

money in.

MR. HARRI S: "Il stand by that.

MR. PATTON: | don't want to argue
with you over that. What | want to know is
t his. |'"ve had -- you've -- | appreciate you

acknowl edging it was brought to your attention
by Becky Brown and Tom Domi ch, and you've also
acknowl edged that Aaron mentioned it to you a

coupl e weeks before you left that assignment.
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We've also been told --

MR. HARRI S: How deli cate.

MR. PATTON: Huh?

MR. HARRI S: How del i cat e: when |
|l eft the assignment. Yes.

MR. PATTON: Yeah.

MR. HARRI S: Yes.

MR. PATTON: We've al so been told
t hat Manny reported to a number of people who
asked what's going on with this, why are we
still not disclosing this money in our fund
condition statement and spending it. I mean,
during the period of time that, you know,
t hings were getting tough, and there was talk
about closing parks. And we've been told
t hat - -

MR. HARRI S: Let me clarify
somet hing on that.

MR. PATTON: Sur e.

MR. HARRI S: And | think this is
I mportant. There would have been no way that
' m aware of to spend that money to keep parks
open.

MR. PATTON: Why not ?

MR. HARRI S: Because we were |limted
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by our appropriation.

MR.
MR.

PATTON: Ri ght .
HARRI S: Okay. So the only time

t hat money mi ght have come into play was when

our revenues fell short of our appropriation.

MR.
MR.

PATTON: Okay.
HARRI S: And so the implication

t hat somehow or other that money was avail abl e

to of fset

poi nt.

t here's

MR.

t he --

PATTON: Got it. | get your

Because it hadn't been discl osed,

not

t hat money.

MR.

MR.
avail able to

MR.
revenues - -

MR.

MR.
game.

MR.
told that,

Dom ch era,

an appropriation that includes

HARRI S: Correct.
PATTON: Therefore, it's not
spend - -

HARRI S: Unl ess you're short of

PATTON: -- unless we don't --

HARRI S: -- which is a zero sum

PATTON: Exactly. So we've been

you know, after the Becky Brown/ Tom

Manny Lopez comes in, he sees it,

people working for himare aware of it. And

Page 54

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

the question is asked of
fixing this and getting that
appropriation, letting Financ
this money and asking that it
so that we have more spending
because we do have the money.
of

told by a number people th

was t hat Manny has tal ked wit
and M ke Harris has said this

that's existed for a while an

Manny,

why are we not

additi onal

e know we have
be appropri ated
aut hority,

And we've been
at the response
h M ke Harris,

is a problem

d nothing's --

we're not going to do anything to rectify it
at this point.

MR. HARRI S: | don't recall ever
have a conversation with M. Lopez.

MR. PATTON: You ever recall having
that with M. Saxby?

MR. HARRI S: No. Il will say that
fromthe investigation of the | eave buy-back
matter, one of the things that became clear to
me was that M. Lopez said |lots of things to
| ots of people that had no basis in reality.

MR. PATTON: Okay.

MR. HARRI S: Whet her that's the case
here, | don't know. | don't know what he said
to you.

Page 55

Sarnoff, A VERITEXT COMPANY

877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

MR. PATTON: Well -- so things did

start getting tough for Parks, and | guess it
was -- what year was it that Arnold
Schwar zenegger was tal king, | guess -- was the

first one to tal k about maybe having to close
some parks.

MR. HARRI S: 2004-2005. | -- things
have been tough in that regard at Parks for a
|l ong ti me.

MR. PATTON: Yeah. So over the
years, and |I'I|l just represent to you that
from 2004 to 2005 on to the current ti me,
there's been at | east twenty mllion
undi scl osed, someti mes as much as twenty-si X,
but in the last six years, it's been about
twenty, give or take a mllion. The subject's
never been discussed with you about let's deal

with this error and let's disclose these
m nutes and try to get some more spending
aut hority?

MR. HARRI S: No, not that | recall.
As | said, if you go back to my origina
briefing on the matter, the assumption, which
| continue to believe to be a valid

assumption, is that if that -- if the bal ance
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in the fund was correctly reflecting the cash
bal ance, that the result would have been a
reduction in our General Fund appropriation
with an offsetting increase in our SPRF
appropriation but no net increase in

aut hority.

MR. PATTON: So in your mind, it
wasn't worth going down that road because the
net effect was not going to be a net gain?

MR. HARRI S: | think you're putting
words in my mout h.

MR. PATTON: Well, you said that the
belief was that if they -- if we disclose we
have this much in additional SPRF funds, we
could probably expect a correspondi ng decrease
i n General Fund.

MR. HARRI S: Yes.

MR. PATTON: And so -- and you've
only acknowl edged two times that the subject's
been di scussed, early on in your career at
Par ks - -

MR. HARRI S: Um hum.

MR. PATTON:

- when it's brought to
your attention by Becky and Tom, and then not

again until this year when Aaron Robertson --
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MR. HARRI S: There was probably
passing reference to it a number of times over
the years.

MR. PATTON: And so the only thing
l'"mtrying to say, and | don't want to put
words in your mouth, is that in your mnd it
was never a viable thing to consider trying to
bring these monies into play unless we had a
| ean year where revenues didn't meet
expectati ons. There was never going to be an
opportunity -- it was never an appropriate
thing to do because we do it, we're probably
going to have our General Fund cut.

MR. HARRI S: I would say that |
never saw correcting this as being of any
benefit to Parks.

MR. PATTON: Okay.

MR. HARRI S: And | would add to
that, | guess, just to add context to all of

this, when Aaron brought his concerns to me

the first time, literally maybe a couple
mont hs ago, it was in the context of here's
what | found and here's how we're going to fix

it, we're going to, you know, take this money

i nto account and bring it into the fund
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condi tion. It was not ever presented as we
could spend this money for other things.

MR. PATTON: You i ndicated that when
you first heard about this from Becky and Tom
In "03 it was described to you as an error
t hat had occurred -- due to an error that
occurred in about '99.

MR. HARRI S: That's my recollection,
yes.

MR. PATTON: Do you know anyt hing
mor e about what type of error it was reported
to be?

MR. HARRI S: As | said, | don't
recall being told or knowi ng whet her that

error was made by somebody at the Depart ment

of Finance or an error in the -- at the

Depart ment of Parks and Recreation. | guess
the answer to you question is no, | don't have
any recollection at all of the nature of the
error.

MR. PATTON: And today you don't

Know?
MR. HARRI S: No.
MR. PATTON: After | sent you a
|l etter or -- |I'"m sorry. After we spoke on
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Wednesday and set up this interview and then
wi thin an hour | think I sent you the
letter --

MR. HARRI S: Um- hum.

MR. PATTON: -- notifying it. And
you sent me an e-mail back saying | didn't
realize until | got your letter that |I'm not

supposed to be talking to former or current
co-workers about this, and you wanted to | et
me know, which | appreciate your honesty, and
|l ets me know that you had contacted a couple
people, and then | called you to say who.

MR. HARRI S: Um- hum.

MR. PATTON: And you told me Ruth
Col eman, Ann Mal col m.

MR. HARRI S: Um- hum.

MR. PATTON: Were you able to reach

Rut h?

MR. HARRI S: | e-mailed both of
t hem.

MR. PATTON: Oh, you e-mailed them,
Have you had any conversation, e-mail or live

or otherwise with either of them?

MR. HARRI S: I have not had any
conversation with either of them | got an
Page 60
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e- mai |
what was she saying?
not e. Basically thanks for

MR. PATTON:

asked you if

you'd ever

response from Ann Mal col m saying - -

It was a very brief
the heads-up.
You told me that -- |
briefed Ruth about

this --

MR. HARRI S: Um- hum.

MR. PATTON: -- discrepancy in the
financial reports, and you said no.

MR. HARRI S: That's -- well, | don't
recall ever briefing her.

MR. PATTON: Why woul d this not be

an issue worth bringing to her attention?

MR. HARRI S: Perhaps it helps to put
my arrival at Parks in some context. | was
brought in at Parks to be Chief of Adm n.
Rut h was already Director, had been Director
for probably two years at that point, maybe
three, | don't know. And what was presented
to -- oh, let me add one other piece. | had,
| guess, eight or nine managers reporting to

me who averaged twenty-five years with State

Par ks. | was feeling very, very much |ike the

new kid on the block, and | was just in

| earni ng mode. Given all of that, the way it
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was presented to me as this happened back in
this time and this is what we've decide -- we,
the department, decided to do about it.

MR. PATTON: So when it's reported
to you in '03 by Becky Brown and Tom Domi ch,
your understanding is they're telling you that
we didn't just |learn of this, this is --

MR. HARRI S: That's my recollection.

MR. PATTON: Okay. And they're
telling you, as you indicated, that
management's already made a decision, we're
not going to fix this at this time.

MR. HARRI S: Again, that's the way |
recall it.

MR. PATTON: And so - -

MR. HARRI S: I would say it a little
differently, Tom

MR. PATTON: Go ahead.

MR. HARRI S: And | apol ogi ze.

MR. PATTON: No.

MR. HARRI S: But | would say we are
going to fix this and here's how.

MR. PATTON: In a | ean year. Got
I t. Okay. So we're aware of it.

Management's already made a deci sion about it.
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And | asked you and you've said they didn't

i dentify who exactly they're telling you
management was, but it's either the prior
Director and Chief Deputy and Adm n Services
Director. Whose spot did you take over as
Admi n Services Director?

MR. HARRI S: I i mmedi ately repl aced
Ron Brean - -

MR. PATTON: Yeah.

MR. HARRI S: -- who had taken Denzil
Verardo's pl ace.

MR. PATTON: Okay. So it's either
one of -- it's either those people or it's the
current -- your current boss, Ruth Col eman.

MR. HARRI S: Um hum.

MR. PATTON: And when you come in,
there isn't a Chief Deputy Director, right?

MR. HARRI S: Gosh, | think that's
correct.

MR. PATTON: Because it was Paul
Romer o, and then he left.

MR. HARRI S: He was appointed in --

MR. PATTON: Oh, he came in after
you came.

MR. HARRI S: Yes.
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MR. PATTON: Yeah, yeah. Accordi ng
to the organization chart, as of October 1,
2003, Ruth is the Director and the Chi ef
Deputy is vacant.

MR. HARRI S: Vacant .

MR. PATTON: Okay. So basically
what |'m hearing you say is that you're
I nformed about something that's already in
exi stence, it's attributable to something that
occurred in the past, and decisions have
already been made. You're noddi ng your head
yes.

MR. HARRI S: Yes.

MR. PATTON: And you characterize
the decision as this is something we'l
rectify in the future, and you've identified
how it would be rectified. In a | ean year,
we'll correct this error

MR. HARRI S: Yes.

MR. PATTON: Got it. So you
e-mai |l ed Ruth and Ann Mal col m You got a
response from Ann, thanks for the head-up.
Have you talked with Ruth since the -- 1 think
the story broke in the media about the

di sparity in funding reports on about July 17.
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MR. HARRI S: Um- hum.

MR. PATTON: And you were relieved
of the position shortly thereafter.

MR. HARRI S: | was placed on
admi nistrative time off for twenty days
starting July 20th.

MR. PATTON: Okay. Have you tal ked
with Ruth Col eman about this since the story
became public?

MR. HARRI S: What's "this"?

MR. PATTON: The financial -- the
reports of --

MR. HARRI S: In very general terms,
yes.

MR. PATTON: Okay. And what has she

said to you?

MR. HARRI S: | can't say | recal
specifically. She was, and | suspect is,
although | haven't talked to her in a while,

very upset by the turn of events, convinced

that the situation could have been dealt with

differently, but | don't recall having any

ki nd of details discussion of the specifics.
MR. PATTON: Has she acknowl edged or

deni ed knowl edge of the disparity in the
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financial reports?

MR. HARRI S: | believe, according to
the press, she denies all responsibility --
all knowl edge of it.

MR. PATTON: To you, she didn't
I ndi cate one way or the other?

MR. HARRI S: Don't recall.

MR. PATTON: Did she indicate
di spl easure that there was a problem with
these financial reports, a disparity?

MR. HARRI S: | can't help thinking
that that's a question better asked of her.

MR. PATTON: We will.

MR. HARRI S: But certainly, she
expressed di spl easure over the entire
Situation.

MR. PATTON: Okay. What was her

di spl easure?

MR. HARRI S: Both that the situation

had arisen and that the admi nistration chose
to deal with it the way they did.

MR. PATTON: Whi ch was how?

MR. HARRI S: Fired her.

MR. PATTON: Okay.

MR. HARRI S: Asked her to resign.
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MR. PATTON: Okay.

MR. HARRI S: Fired me. Fired Ann
Mal col m.

MR. PATTON: Do you think -- do you
have an opinion as to whether or not these
actions are appropriate, warranted or not?

MR. HARRI S: Even if | do, |I'm not
sure how relevant it is to anything. Nobody' s
asked me for my opinion before.

MR. PATTON: " m asking you. I
val ue your opinion.

MR. HARRI S: | -- at the risk of
getting philosophical on you, to me, this
situation is evidence of a fundament al
breakdown in State government, that there is a
huge gap between what managers in State
government are required to do, particularly by
way of administering their own programs, and
t he expectations of the adm nistration and
maybe the | egislature.

MR. PATTON: I think I'"m hearing
from you that you're not convinced that the
personnel actions that have taken place are
justified.

MR. HARRI S: Certainly, the
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Director's resignation was voluntary. I
assume that --

MR. PATTON: Your own termi nation?

MR. HARRI S: My term nation as a CEA
doesn't depend on cause.

MR. PATTON: Okay.

MR. HARRI S: And | am more than
willing to acknowl edge that.

MR. PATTON: Al'l right.

MR. HARRI S: In fact, for what it's
worth, | was thanked for my service. And |
know not hi ng about Ann Malcolm s dism ssal.

MR. PATTON: Did -- in talking with
Rut h Col eman about this, you indicated she
expressed displeasure at how it was handl ed.
Did she express to you that she was surprised
to learn that there had been a disparity in
financial reporting?

MR. HARRI S: | am -- for the sake of
the record, I'"'mtrying to recall. Most of our
conversations were around the psychol ogi cal
toll that being dism ssed puts on you.

MR. PATTON: Okay. So you don't
recall the issue of surprise or not surprise

as to the substance?
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MR. HARRI S: No.

MR. PATTON: You don't recall. And
you haven't talked with -- who el se have you
tal ked to? Have you talked to Becky Brown?

MR. HARRI S: No. I haven't tal ked
to Becky in years.

MR. PATTON: Okay. You tal ked with
anybody else?

MR. HARRI S: That's a pretty

wi de- open question so --

MR. PATTON: Okay. Let me -- that's
a good response. You'd make a good attorney.
It's too broad. Let me focus this. Have you

tal ked to anyone else with whom you worked on
who still works at Parks about the financial
di sparity in reports since you |earned about
it?

MR. HARRI S: No. | -- one
conversation with Aaron Robertson that -- in
whi ch he was maki ng apol ogetic noises for how
t hi ngs had come down, and | told himthat he
had done what he should do and that | didn't
har bor any resentment for his actions. Beyond
that, no discussion of specifics.

MR. PATTON: See, now that's an
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I nteresting statement. You said to him he did
what he should do, he had done what he should
do.

MR. HARRI S: Um hum.

MR. PATTON: What he did was he also

received a report much |Iike you had in '"03-'04
t hat there was a discrepancy in -- of a number
of mllions of dollars, over twenty, between

the report that went to the Controller's
of fice and that went to Finance. And what he
did was he took action and disclosed it.
MR. HARRI S: Um hum.
MR. PATTON: And he went to Pat
Kemp. Are you aware of that?
MR. HARRI S: I am not.
MR. PATTON: Okay. He discl osed it.
MR. HARRI S: Um hum.
MR. PATTON: And really that's a
| arge part of how the whole thing came to
i ght. You say he did what he should do,
whi ch was -- what we did was report it up.
MR. HARRI S: Um hum.
MR. PATTON: So if it was the right
thing for himto do, why had you not done

t hat ?
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MR. HARRI S: "Lawyers answer,
circumstances alter cases." | point out one
thing which is the discrepancy that Aaron
t hought he initially found was seventy mllion
dol l ars - -

MR. PATTON: Okay.

MR. HARRI S: -- plus the discrepancy
in the OHV fund. "1l also point out that I
think he -- | want to make sure we're clear

t hat what he was operating from was the
Controller's reports; | never | ooked at the
Controller's reports and - -

MR. PATTON: Why not ?

MR. HARRI S: I wasn't -- | didn't
perceive it as part of my job.

MR. PATTON: Well, you had been
Adm n Services Director --

MR. HARRI S: Um hum.

MR. PATTON: -- before you were
Chi ef Deputy.

MR. HARRI S: Um hum.

MR. PATTON: Accounting side
prepares the financial reports to the
Controller.

MR. HARRI S: Um hum.
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MR. PATTON: And these are, as it's
been descri bed, very much |ike your checkbook,
the status of the funds on hand.

MR. HARRI S: Um hum.

MR. PATTON: So I'"'m assumi ng you had
some famliarity with what the status was of
the funds on hand as Adm n Services Director.

MR. HARRI S: Mostly in the negative
sense in that there were times when cash flow
was an issue, and | was certainly aware of
t hat because you have to manage payments in
order to stay within cash fl ow. But the
routine reporting is just that; it's routine
reporting.

MR. PATTON: Okay.

MR. HARRI S: To be honest, maybe ny
understandi ng of the job is m staken, but
there were a | ot more pressing issues than
worrying about what was |ikely to show up as
an accounting difference.

MR. PATTON: Well, we've covered
t hat ground before, and we know from - -
basically from our coverage that some of it --
certainly the reports are going to have some

di fferences due to accounting differences,
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met hodol ogy differences. Part of this, we've
al ready acknowl edged, was a fifteen mllion
dol | ar underreporting error.

MR. HARRI S: Yes.

MR. PATTON: So every time we go

back to explaining this as accounting

met hodol ogy differences, | have to point out
then that, okay, we've mentioned that. We

al so know that we have fifteen mllion doll ar
error.

MR. HARRI S: My point in mentioning

MR. PATTON: Yeah.
MR. HARRI S: -- was in response to
your question about why didn't | | ook at the

Controller's reports.

MR. PATTON: So let's -- you just --
you've told me you didn't, and I'Il| accept
t hat . You didn't | ook at the Controller's
reports. You had already been informed in '03

that the Controller report was different than
what was in the fund condition statement to
the Finance Department. And part of that was
a fifteen million dollar error. And then |

asked you if it was --
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MR. HARRI S: And just so we're
clear --

MR. PATTON: Yeah.

MR. HARRI S:

- | don't recall any
di scussion of the Controller's reports per se.
What | recall is being told that there was a
di fference between what was shown in the fund
condition and what the cash bal ance in the --

MR. PATTON: Gr eat .

MR. HARRI S: -- fund was.

MR. PATTON: Gr eat . Okay. And |
asked you if Aaron -- if you agreed that Aaron
reporting this was the right thing to do, why
was it not the right thing to do to disclose
this when you | earned of it. And your
response was, Aaron came to me believing that
there was a seventy mllion dollar disparity
plus the OHV, and so what your response to me
was was sort of a qualitative/quantitative
exam nation that it appeared Aaron m ght be
t hi nki ng he was doing a financial discrepancy
approaching potentially a hundred mllion
doll ars or seventy, somewhere above seventy
mllion, and you had been aware of a

di screpancy on the magnitude of about fifteen
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mllion dollars.

MR. HARRI S: Correct.

MR. PATTON: So am | to understand
t hen that what your response is is that if
there's a disparity of seventy mllion or
more, the right thing to do is report it,
fifteen mllion not so much?

MR. HARRI S: I think you are trying
to read more into my comment to Aaron than was
t here. He was -- the context of this
conversation was he was apol ogizing for the
way things were com ng out, and | was trying
simply to set his mnd at ease that | held no
grudge agai nst him

MR. PATTON: Okay. Woul d you hang
on for one second? | need to go find a piece
of paper.

You can stop the recording for just
a moment .

(Brief break)
MR. PATTON: All right. Now, we're

back on the record after a brief intermi ssion.

So I'"'m-- just a couple more
guestions about -- |I'm curious about -- are
you -- do you maintain -- are you friends with
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Ann Mal col m?

MR. HARRI S: I have a professional
relationship with Ann.

MR. PATTON: " m curious why you
reached out to her.

MR. HARRI S: Because she and the
Director and | were the three people relieved
of your positions.

MR. PATTON: You' ve indicated that
you've never had a specific conversation with
Rut h Col eman where you informed her of this
fifteen mllion dollar discrepancy. Did you
ever have a conversation with Ann Mal col m?

MR. HARRI S: No.

MR. PATTON: Well, the only people
you've ever -- you've told us you've ever
tal ked about it with are Becky Brown and Tom
Dom ch when it was first brought to your
attention --

MR. HARRI S: Um hum.

MR. PATTON: -- and Aaron Robertson
t hat you - -

MR. HARRI S: And | mentioned that |
probably had passing conversations about it -

MR. PATTON: Ri ght .
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MR. HARRI S: - in the interim

MR. PATTON: And you don't remember

wi t h whom?

MR. HARRI S: I would assume ot her
executives, but | don't recall.

MR. PATTON: Li ke possi bly Manny
Lopez?

MR. HARRI S: Possi bly, certainly.

MR. PATTON: Okay. And |'m assumi ng
i f the question ever came up over the years
what are we doing with this, the answer was
consistently we'll correct this error if and
when the time comes when we have a need or
a --

MR. HARRI S: As | said, | don't
recall it ever com ng up, but that would have

been my response if it had.

MR. PATTON: All right. I want to
ask you about -- you had a Bl ackberry, and
we've recovered the Bl ackberry. We don't have

the access code.

MR. HARRI S: M-1 - K- E.

MR. PATTON: Caps or not caps or
does it matter?

MR. HARRI S: Doesn't matter. It's
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actually numeric so -- but | remember it as
M-I - K- E.

MR. PATTON: Oh, okay. s that i1t?

MR. HARRI S: Yep.

MR. PATTON: Al'l right. I don't
know i f we could have cracked that code or
not . Al'l right. Gl ad you appreciate my rye
humor .

We did recover -- we did see some
e-mails from February of this year, and it
started with rachel myro@qged writing to your
communi cati on Deputy Director Roy Stearns --

MR. HARRI S: Okay.

MR. PATTON: -- saying SB-730
appropriates 12.9 mllion -- well, you can
read over my shoulder with me, if you |I'd
|l ike -- from the Parks and Rec Fund and the

General Fund to the Department of Justice to
pay five settlements including Epics. The
bill is supported by both DOJ and Depart ment
of Finance. And Roy is writing to Ruth

Col eman, Bill Herms, you, and Tony Perez:

What the heck is this? And you respond: this
is a normal claims bill of the 12.9 mllion

appropriated by the bill. 1.5 mllion is SPRF
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and settlement of the Kuchati (ph.) case. The

remai nder, 11.4, is fromthe General Fund for
ot her non-Parks settlements and cl ai ms. The
1.5 mllion from SPRF will not affect your
budget . Tara may be able to provide more
details on the Kuchati case. | honestly don't
even recall. And Ruth writes back just to
you: how does a 1.5 mlIlion SPRF hit not

affect our budget? And that was at 8:58 a.m
At 9:01, so three m nutes |ater, you're
writing to the whole group, the original
group, Roy Stearns, Ruth Coleman --

MR. HARRI S: Um hum.

MR. PATTON: -- Tony Perez, Tara
Lynch is copied: to further clarify, this
payment does not directly affect our budget
because it comes out of the reserve held in
the SPRF which is in part why we maintain a
reserve. As a result, it does not affect
either our current year or budget year
appropriations from SPRF. If things go really
wrong (bad weather, | ow revenues, et cetera)
and we are forced to use the reserve, then
this payment could affect our ability to spend

in the long run.
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t hat

shown

budge

So tell me about that reserve.
the money we're tal king about?

MR. HARRI S: No.

MR. PATTON: No.

I's

MR. HARRI S: That's the reserve

in the fund condition in the governor's

t.
MR. PATTON: Okay. So there i

actual reserve?

t hat

what e
from
admi n

calle

again
you s

gi ves

propo

gover

spend

your

MR. HARRI S: Yeah. I will tel
the way the budget is built you --
Ver revenues you project you subtr

t hat whatever expenditures the

S an

| you

act

i stration agrees to and what is left is

d a reserve.

MR. PATTON: Okay. Say that t

0O me

: You project revenues in SPRF, and then

ubtract, you said, what the governor

you?

MR. HARRI S: What the governor
sing for the budget.

MR. PATTON: And i f what the

S

nor proposes as your appropriation, your

ing authority in SPRF -- you're nodding

head yes.
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proposed

MR. HARRI S: Yes.
MR. PATTON: If the governor's

expenditure authority is less than

your projected revenue, that spread is a

reserve.

reserve.

into it.

MR. HARRI S: Yes.
MR. PATTON: An unappropri ated

MR. HARRI S: Correct.
MR. PATTON: And then you could tap

You would have to do what then?

You'd have to go back to Finance?

MR. HARRI S: To get an

appropriation.

do that?

MR. PATTON: Okay. And how do you

MR. HARRI S: What's referenced in

that e-mail is the fact that the claims bill,

which is

actually run by your boss --
MR. PATTON: Uh- huh.
MR. HARRI S: -- contains an

appropriation of funds, actually contained

mul tiple

appropriations --
MR. PATTON: Okay .
MR. HARRI S: -- including in this
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case an appropriation from the bal ance in
SPRF.

MR. PATTON: So is the way things
work is that you project a certain amount of
revenue, and then to be conservative and
cautious, you ask for and you receive an
appropriation, a spending authority somewhat
| ess than the maxi mum projected revenue so

that there is that potential cushion?

MR. HARRI S: " m hesitating.
Unfortunately, | know too much about
budgeti ng. You have to distinguish between

t he budget for the department and the specific
appropriation from SPRF. The budget for the
department is |arger because it contains
appropriations from multiple funds including
the General Fund.

MR. PATTON: Um hum.

MR. HARRI S: We ask -- budgeting in
California is an incremental process. It's a
change to your prior year budget. You propose

t hose through budget change proposals --
MR. PATTON: Ri ght .
MR. HARRI S: -- which is

admi ni stration either accepts or rejects --
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MR. PATTON: Ri ght .

MR. HARRI S: -- and if they accept
them, they include it in the governor's
budget, it gets sent to the |egislature for
di sposition.

MR. PATTON: Um hum.

MR. HARRI S: As part of the
governor's budget, the fund condition for the
State Parks and Rec Fund, for SPRF shows our
projected amount of revenue, a bal ance forward
from the prior year |less the projected
proposed expenditures --

MR. PATTON: Um hum.

MR. HARRI S: -- including the
departments, including pro rata, including a
bunch of other expenditures that may occur.
The remainder is -- | think there's even a
Government Code section that requires this.
Basically the remai nder is then characterized
as the reserve.

MR. PATTON: Okay. Give me those --
give me just the bullets again, the pieces.
You got your prior, your balance forward --

MR. HARRI S: Um hum.

MR. PATTON: -- prior year ending
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bal ance, your projected revenue.

MR. HARRI S: Um hum.

MR. PATTON: That's your total asset
side.

MR. HARRI S: It gets more
complicated than that.

MR. PATTON: Well, let's try to keep
It simple.

MR. HARRI S: Okay.

MR. PATTON: I just want to make
sure | understand where this spread is.

MR. HARRI S: The asset side also
I ncludes transfers into the fund.

MR. PATTON: All right. Bal ance
forward, revenue, transfers in. Then you've
got your projected expenditures.

MR. HARRI S: | would say proposed
expenditures.

MR. PATTON: Your proposed
expenditures which is, under the budgeting
process, your prior year budget, your base and
any budget change proposals you add. Those
are your proposed --

MR. HARRI S: Or subtract.

MR. PATTON: Or subtract. Those are
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your proposed expenditures.

MR. HARRI S: Um hum.

MR. PATTON: And where's the spread?

MR. HARRI S: The difference between
your total resources which is the sum of the
prior year balance, transfers in, and
revenues - -

MR. PATTON: Um hum.

MR. HARRI S: -- between that and
your total expenditures.

MR. PATTON: Okay. So the practice
I's to propose expenditures and budget change
proposal s. Total expenditure is somewhat | ess
t han anticipated total money in the account,
and that spread is a reserve.

MR. HARRI S: Yes. | "' m hesitating
only because | wouldn't want to give the
I mpression that it's thought of that way. The
proposed expenditures are what they are. The
governor will not, in fact maybe by | aw
cannot, propose to spend more money than he
has.

MR. PATTON: Ri ght .

MR. HARRI S: And as a result, you

al ways have a reserve and --
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MR. PATTON:

wai t .
dol | ar amount - -
MR. HARRI S:
MR. PATTON:
on your asset said --
MR. HARRI S:
MR. PATTON:
automatic reserve.
MR. HARRI S:

propose to spend more
MR. PATTON:

by I aw you're not

could propose it;
MR. HARRI S:
MR. PATTON:
head yes.
MR. HARRI S:
MR. PATTON:

understand if it'

practice that

slightly |less than your
your bal ance forward,
revenue, transfers in

overspend,

all owed to. I

you j ust

which you're not

Wait, wait, wait, wait,

You could propose to expend the exact

You coul d.

- you anticipate being

In fact --

-- and there is no

In fact, you could
t han that.
Well, you just told me

suppose you
can't do it.
Ri ght .

You're noddi ng your

Yes.

Il'"m just trying to

s a standard budgeti ng

you propose expenditures

total anticipated --

your anticipated
so that you don't
all owed to do, and
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so that you have some cushion, some margin of
error.
MR. HARRI S: | would say that that's
consistent with my experience in budgeting.
MR. PATTON: And is that spread,
t hat margin of error the reserve that that
e-mail is talking about?

MR. HARRI S: Yes.

MR. PATTON: Okay. And so -- and do
you recall -- 1 mean, how much you -- you said
somet hi ng. How much was this reserve?

MR. HARRI S: I -- you know, | have
pretty much done a data dump. | don't have
any of those numbers in my head anymore. You

can go look in the governor's budget and find
out what the reserve --

MR. PATTON: It was certainly enough
to cover the one-and-a-half mllion claims.

MR. HARRI S: Yes.

MR. PATTON: Okay.

MR. HARRI S: They would not have
proposed an appropriation in excess of
(i ndiscernible - simultaneous speaking).

MR. PATTON: So you're telling Ruth

and the rest of the group, Herms and Stearns,
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that it's not going to affect SPRF because

basically it tics up our appropriation of

the --

MR. HARRI S: Actually, | think what

| said was it doesn't affect the department -

af fect

MR. PATTON: Ri ght .

MR. HARRI S: - not that it doesn't

SPRF.
MR. PATTON: Yeah.
MR. HARRI S: It affects SPRF; it

clearly draws out --

MR. PATTON: Ri ght .

MR. HARRI S: -- a reserve --

MR. PATTON: Ri ght .

MR. HARRI S: -- in SPRF --

MR. PATTON: Ri ght .

MR. HARRI S: -- which, as | think

i ndi cat ed, has potential down the road for

I mpact

af fect

on the department --
MR. PATTON: Ri ght .
MR. HARRI S: -- but it doesn't
the department's ability to spend --
MR. PATTON: Okay.
MR. HARRI S: -- funds.
MR. PATTON: Now, you told me you
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met Ruth at the LAO, and she did simlar work
to you but as a -- what did you call it --
fiscal --

MR. HARRI S: Program and Fiscal --

MR. PATTON: Revi ew?

MR. HARRI S: -- Anal yst.

MR. PATTON: Sew she was, | assume,
| i ke yourself, famliar with the State
budgeti ng process?

MR. HARRI S: Okay.

MR. PATTON: And department proposed
budget s.

MR. HARRI S: Um- hum.

MR. PATTON: I mean, 1Is that your
understanding from having worked with her?

MR. HARRI S: Well, | hesitate only
because there's |ots of |evels of
under st andi ng. And | was engaged at a more
detailed | evel than she was for a |long time.

MR. PATTON: At LAO?

MR. HARRI S: Both at LAO and in my
role as Chief Admi n at Fish and Game and my
role in the Senate budget staff.

MR. PATTON: What's your knowl edge

as to her level of understanding and ability
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on budget items? | mean, obviously you've
worked with them in a very detailed way.

MR. HARRI S: Um- hum.

MR. PATTON: You know t he budget
process pretty intimately, having worked in
the trenches, right?

MR. HARRI S: "1l draw a distinction
for you, Tom - -

MR. PATTON: Good.

MR. HARRI S: -- which is | have

never worked in the trenches, as you say, on

budget s.

MR. PATTON: Um- hum.

MR. HARRI S: | have never actually
prepared the budget forms. ' ve never
actually done the reconciliations. I have
never - -

MR. PATTON: Bad - -

MR. HARRI S: -- transl ated - -

MR. PATTON: Bad phrase. Bad
phrase.

MR. HARRI S: Okay.
MR. PATTON: You're familiar with
budgets and their intricacies.

MR. HARRI S: | am famliar with
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budgets at a certain |level, yes.

MR. PATTON: Okay. s Ruth al so
fam |iar with budgets and their intricacies?

MR. HARRI S: At a different |evel
than | am, yes.

MR. PATTON: Descri be the difference
in level.

MR. HARRI S: | don't know because |
don't really know what she knows or doesn't
know. | would assume she has even | ess detai
than | do.

MR. PATTON: See, |I'm gleaning from
the fact that she spent time at | egislative
anal yst's office that she also has seen the
whol e budget process. She's seen the budget

subm ttals from departments com ng through

finance.

MR. HARRI S: Yes.

MR. PATTON: Yeah. And so she's got
some famliarity with them And what |'m
driving at is | want a feel for to what extent

then did she famliarize herself with the
Par ks Department budget as it was being
prepared and presents and supported over at

the | egislature every year while she was
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Director.

MR. HARRI S: My recollection is she
had the Parks assignment, but | could be wrong
about that.

MR. PATTON: As an LAO anal yst?

MR. HARRI S: Yes.

MR. PATTON: And as Director of
Par ks, so what extent did she exam ne -- you
were the Admi n Services Director, so obviously
you were famliar with the budget being
def ended at the | egislature, right?

MR. HARRI S: Um hum.

MR. PATTON: Did you go and defend
It yourself?

MR. HARRI S: Yes.

MR. PATTON: You' ve testified?

MR. HARRI S: Yes.

MR. PATTON: So | assume that you
were famliar with all the details of the
budget basically.

MR. HARRI S: Nobody is famliar with
all the details of the budget.

MR. PATTON: Pretty famliar with
t he budget?

MR. HARRI S: At a certain level,
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yes.

MR. PATTON: Okay. And was Ruth
also -- did she educate herself as to the
various components of the budget?

MR. HARRI S: At a gross |evel, yes.

MR. PATTON: A gross | evel. She
woul d go over and defend the requested budget
as well, right?

MR. HARRI S: Correct.

MR. PATTON: So what sort of a level
of understanding of the budget would she need
to have to go do what she was doing in terms
of defending it?

MR. HARRI S: What |'m about to say
I's based on my experience as a consultant to
the Senate Budget Committee.

MR. PATTON: Um hum.

MR. HARRI S: Most Directors have
very little know edge of their budgets.

MR. PATTON: Okay. But having been
at the LAO office and having -- you said Parks
budget was one of her assignments --

MR. HARRI S: Um hum.

MR. PATTON: -- it was the budget

t hen she obviously had worked with before and
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was somewhat familiar with.

MR. HARRI S: Coul d have.

MR. PATTON: So she might be unique
in terms of Directors having some budget
background?

MR. HARRI S: Yes.

MR. PATTON: Yeah.

MR. HARRI S: Il won't say unique, but
she certainly had more budget background than
many directors.

MR. PATTON: And do you have an
opinion as to how well she understood the
Par ks Department budget while she served as
Director? How famliar was she with it?

MR. HARRI S: I think she was very
fam |liar with the sort of requirements of how
much it costs to do various things. | don't
think she particularly, any more than | did,
paid any attention to the "did we have a
numbers right on the Controllers reports”.

MR. PATTON: So it's possible then
t hat she could be unaware that the bal ance
reflected in the fund condition statement
mi ght not be in accord with the bal ance

reflected in --
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MR.
possi bl e.
MR.

i ndi cated you

HARRI S: It is certainly

PATTON: Okay. And you've

didn't | ook at the accounting

reports. Okay. So the same mi ght

her .
MR.
MR.
you remember
Rod Boriskin?
MR.
MR.
there, | thin
MR.
MR.
rai sing the i
MR.
MR.

HARRI S: Um- hum.

be said of

PATTON: Okay. Did you -- do

when Rod

HARRI S: Rob Bori skin.
PATTON:

- what was his name?

- Rob Boriskin was

k, for about a year or so?
HARRI S: Um- hum.

PATTON: Do you recall him ever
ssue of | see that there's --
HARRI S: | don't recall it.

PATTON: Okay. Because | got

the impression talking with him he's sort

after a det ai
guy.
MR.
MR.
experience?

MR.

| oriented spreadsheet

HARRI S: Um- hum.
PATTON: You have t hat

ki nd of

same

HARRI S: He is certainly detail
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oriented, but | don't recall tasking him with
overseeing the budget side.

MR. PATTON: Okay. All right. |
think | have asked you all the questions |
have.

M chael, do you have any questions?

MR. MATTSON: No. You know,

actually | do, | do have a question. You said
that Mr. -- prior adm nistration had knowl edge
of the deficit of the fifteen mllion. When

you spoke with Becky and Tom Dom ch - -

MR. HARRI S: Um hum.

MR. MATTSON: -- they said that the
prior adm nistration knew about the fifteen
mllion.

MR. HARRI S: I don't think | ever
said that. | think what | said was that | was
briefed on the situation --

MR. MATTSON: Um hum.

MR. HARRI S: -- that | was told
about the department's policy on the matter.
| don't know that there was ever an explicit
statement of the Director, the admi nistration
executives is aware and - -

MR. PATTON: You've called it

Page 96

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

management before, is what you called it.

MR. HARRI S: Ri ght .

MR. PATTON: What he said before was
that he was briefed in '03 when he arrived.

It was his understanding that it was
Il dentified as being attributable to an error
I n about '99 --

MR. HARRI S: Um hum.

MR. PATTON: -- that it had existed,
and Becky Brown had been aware of it for some
amount of time, he's not sure how |l ong, but it
wasn't -- it had not just come to her
attention when she came to himto brief him,
and that he was told that management's
determ nation or policy, as he just said, a
determ nation is what he said before, a
deci si on, management had deci ded we are not
going to rectify this, we're not going to
rectify it right now. And then he says, we're
going to rectify this -- it was communi cat ed
to himthat the thought process, the
di scussion was that it will get rectified down
the road when the time comes, that we have a
bad year and we need this.

ls that all a fair statement?
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MR. HARRI S: That's a fair
st at ement .

MR. PATTON: Whi ch question, with
t hat background?

MR. MATTSON: The question was, so
what management was that? Did you --

MR. HARRI S: Don't know.

MR. MATTSON: You don't know?

MR. HARRI S: Don't know. | don't
recall being told, | don't recall any
di scussion of it at all.

MR. MATTSON: So you don't know when
t hey said management - -

MR. HARRI S: It could have been
everything from Becky on up.

MR. PATTON: Okay.

MR. HARRI S: Again, put this in some
cont ext. Becky had been Budget Officer at the
Depart ment of Parks for seventeen years. I
was the new kid on the bl ock.

MR. PATTON: Um hum, yep.

MR. HARRI S: So I wasn't feeling
very assertive when it came to chall enging her
statements about the budget.

MR. PATTON: Did she indicate how
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| ong she had known of the disparity?

MR. HARRI S: Again, my recollection
is that | was told she was aware of it at the
time it occurred, but that's my recollection,
and | --

MR. PATTON: Okay.

MR. HARRI S: | don't know.

MR. PATTON: Very good.

Anyt hing else?

MR. MATTSON: No. That was it.

MR. PATTON: Al'l right. We will go
off the record at --

MR. MATTSON: 2:51 p.m

MR. PATTON: Very good.

(End of audi o)
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TRANSCRI BER' S CERTI FI CATE

M chael Harris interview on 9-21-12

STATE OF CALI FORNI A )
) SSs.
COUNTY OF SACRAMENTO )

This is to certify that |
transcri bed the foregoing pages 1 to 99 to the
best of my ability from an audi o recording
submtted by Heidi Webb at the California
Depart ment of Justice, in Sacramento,
California.

| have subscribed this certificate
at New York, New York, this 1st day of
Oct ober, 2012.

Davi d Rutt

eScri bers, Inc.

--000- -
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