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MR. PATTON: Af ternoon. Dor ot hy

Kroll, correct?

MS. KROLL: Correct.

MR. PATTON: Al'l right. " m Thomas

M. Patton, a Deputy Attorney General wi't

Department of Justice. " min charge of

h the
t his

Il nvestigation and interview. This is being

reported at the state parks and recreati

depart ment headquarters, 1416 9th Street

on

Sacrament o, California. The date is August

22, 2012. Time approximately 1:05 p. m

The interview is being conducted as

part of an investigation into allegations

concerning financial reporting by state
to the State Controller's Office and

Depart ment of Finance.

par ks

You've been given a letter from me

yesterday indicating you have a right to have

a representative of your choice present

during

the interview, if you so choose. It could be

a union representative, attorney, anyone el se

not connected with the investigation. And you

have the right to make a tape-recording,

i f

you'd I|ike. At the end of the investigation,

you can be furnished a copy of the
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tape-recording that we're making, if you
desire.

You'll be asked questions related to
the performance of your official duties and
the allegations related to this investigation.
No promi se or reward is being made as an
Il nducement for the answer to any questi on.

" m going to give you this
admoni shment under California case | aw. Thi s
Is strictly an adm nistrative investigation.
Whil e you have the right to remain silent with
regard to any crim nal investigation, this is
not a crim nal investigation; this is an
admi ni strative interview. And you do not have
the right to refuse to answer adm nistrative
guestions |'m going to pose.

Nei t her your statement nor any
i nformati on or evidence that's gained by
reason of such statements can be used agai nst
you in any crim nal proceeding. It's usabl e
only as part of this adm nistrative
Il nvestigation in any subsequent adm nistrative
or related noncrim nal proceeding.

So you're instructed to discuss the

matter with me and answer all questions
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honestly and compl etely. Refusal to answer or
any type of evasion, deception, dishonesty,

| ack of cooperation on your part could
constitute insubordination and -- | didn't
write this, but it's good stuff -- inexcusable
negl ect of duty or other failure of good
behavi or and resultant disciplinary action up
to and including dismssal.

You understand this admoni shment ?

MS. KROLL: Yes.

MR. PATTON: Okay. So we're here
with Dorothy Kroll, and also in attendance
with me is Investigator M chael Mattson from
t he Department of Justice, Division of Law
Enf orcement.

And Dorothy, we've met informally
once before, and you've given us a good
education about how matters accounting and
budget work here. And as | indicated, what we
need to do is basically redo our conversation
so that we now have an oral record which wil
turn into a transcribed record.

So let's start with your -- so it's
Dorot hy K-R-O-L-L, correct?

MS. KROLL: Correct.
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MR. PATTON: And what is your
current position?

MS. KROLL: | am the accounting
chief for the Department of Parks &
Recreati on.

MR. PATTON: Okay.

MS. KROLL: Classification is an
Accounting Admi nistrator I11.

MR. PATTON: So you're in the
Admi ni strative Services Division --

MS. KROLL: Correct.

MR. PATTON: -- of Parks.
Accounting Admi nistrator I11. How does admi n
services break down? You have -- you
I ndi cated you're the accounting chief. What

ot her components are there in admn services?
MS. KROLL: There is budget office;
there is Business Management Services office,
whi ch handl es contracts and procurement,
basically those functions; the |IT personnel;
Labor Rel ations. l'"mtying to think if I|'ve
m ssed anybody.
MR. PATTON: That's pretty good.
Tell me -- so you're the head of the

accounting side of this. Can you describe for
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us what the accounting function is and how it
relates to the budget function and how those
two interrelate --

MS. KROLL: Yeah.

MR. PATTON: -- what their jobs are?

MS. KROLL: The accounting office is
totally separate from the budget shop. The
budget shop does all of the budget devel opment

and reporting to the Department of Finance on

budget matters. The accounting shop records
and reports all the revenues, the expenditures
for the department and all of the various

funds and classifications of funds, and we
report to the State Controller's Office at the
end of every year.

MR. PATTON: Okay. So the
accounting section prepares the report that
goes to the Controller's office?

MS. KROLL: That's correct.

MR. PATTON: Budget prepares the
report that goes to the --

MS. KROLL: That is correct.

MR. PATTON: -- finance department?
Okay. And you've been Accounting
Admi ni strator -- Accounting Admi nistrator |11,
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the accounting chief since when?
MS. KROLL: Since December of 2007.
And | was in an acting -- acting in that
capacity in an out-of-class assignment for -
| believe it was seven months prior to that.
MR. PATTON: Okay. And before that

what was your position?

MS. KROLL: | was an Accounting
Admi ni strator Il within the accounting shop,
and | was over the general |edger staff and

the cashiering staff.

MR. PATTON: And how | ong were you
Accounting Admn |17?

MS. KROLL: | believe it was right

at two years.

MR. PATTON: Okay. So that takes us

back to about '05?

MS. KROLL: Um hum.

MR. PATTON: And before that?

MS. KROLL: Before that, | was an
Accounting Admi nistrator |1, and | actually -
my staff actually prepared the year-end
financial statements.

MR. PATTON: For the Controller?

MS. KROLL: For the State
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Controller's Office.

MR. PATTON: Okay. And how | ong
were you Accounting Admn |?

MS. KROLL: | would say at | east two
years and maybe | onger.

MR. PATTON: Maybe two to three
years?

MS. KROLL: Yeah, two to three
years. | can give you exact time frames - -

MR. PATTON: Okay. We mi ght ask for
t hat . So that --

MS. KROLL: Okay.

MR. PATTON: -- takes us back to
about '02 or '3. And before that?

MS. KROLL: | came to the department
I n November of 2000 as a Senior Accounting
Of ficer Specialist.

MR. PATTON: In November 20007

MS. KROLL: Yes.

MR. PATTON: As Senior --

MS. KROLL: Seni or Accounting
Of ficer Specialist.

MR. PATTON: Okay. So you became
aware at some point that monies being reported

to the -- through the budget side to the
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Depart ment of Finance did not match up to what
was being reported to the Controller's side
t hrough Accounting; is that correct?

MS. KROLL: Correct.

MR. PATTON: Why don't you just walk
me through from the beginning --

MS. KROLL: How t hat happened?

MR. PATTON: -- fromthe
begi nning --

MS. KROLL: Okay.

MR. PATTON: -- when you first
| earned about and how you | earned about --

MS. KROLL: Okay.

MR. PATTON: -- any disparity

di fferences.

MS. KROLL: | was with the
department for, | think, almost one year. And
my -- the accounting chief at the time

approached me and my supervisor with a
project, a special project for me to work on.

MR. PATTON: And who was t hat
accounting chief?

MS. KROLL: That was Freda Luanne
Dunne (ph.).

MR. PATTON: Okay. Go ahead.
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MS. KROLL: And she had said that
Becky Brown, the current budget officer at the
time, had come to her and knew that there was
a problemin the reporting of the fund
condition statements to Finance, but she
really didn't understand why what they were
reporting did not match the fund bal ance in
the year-end statements. So she asked Freda
for some help. Freda came to my supervisor
and myself and said we need this special
project worked on.

MR. PATTON: So a fund condition
statement is the report that goes to the
budget section to Finance?

MS. KROLL: Correct.

MR. PATTON: Becky Brown, you said,
knew there was a problem with those --

MS. KROLL: Correct.

MR. PATTON: -- did you say not
mat chi ng?

MS. KROLL: She just knew that --
yes, that they didn't match what the
accounting office reported as the fund
bal ance; the closing fund bal ance didn't match

what she had sent to Finance.
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fund - -

MR. PATTON: Okay. Not matching the

the

MS.

Controller's --

MR.

MS.
MR.
MS.

bal ance?
KROLL: The fund bal ance in the
PATTON: Okay. So we've got a
fund condition statement to DOF - -

KROLL: Ri ght .

PATTON: -- a fund bal ance --
KROLL: Bal ance.

PATTON: -- statement to SCO?

MR.
MS.
MR.
MS.

KROLL: Yes.
PATTON: Okay.

the post-closing trial balance to SCO.

KROLL: And that's reported in

MR. PATTON: Okay. And Becky did
not know why. She asked - -

MS. KROLL: She did not know why.

MR. PATTON: She asked Freda for
hel p.

MS. KROLL: She asked for help. She

wanted to understand what

why didn't
MR.
MR.

project

the figures match.

PATTON: Okay.

to two people?

was happeni ng and

MAT T SON: You said she gave the
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MS. KROLL

me and my superviso

Wel |,

r.

Freda approached

MR. MATTSON: And who was your
supervisor?

MS. KROLL: Cheryl Kilzer.

MR. PATTON: And Freda was, at the
time, you said accounting chief, so she
held - -

MS. KROLL: Correct.

MR. PATTON: -- the position then
t hat you hold now?

MS. KROLL: Correct.

MR. PATTON: Okay. Head of the
accounting side.

MS. KROLL: Um hum.

MR. PATTON: So Freda asked you and
Cheryl --

MS. KROLL: Cheryl didn't do any of
the work; she was just my supervisor at the
ti me.

MR. PATTON: Oh, okay.

MS. KROLL: So she wanted to make

sure Cheryl
this speci al

MR. PATTON

knew t hat

project.

: And her

she was assigning me

name was what ?
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MS. KROLL: Cheryl Kilzer,
K-1-L-2-E-R.

MR. PATTON: Okay. So they asked
you to look into it; Cheryl Kilzer's aware
you're looking into it?

MS. KROLL: Right.

MR. PATTON: Okay.

MR. MATTSON: I's this the same
Cheryl Kilzer?

MS. KROLL: Yes.

MR. MATTSON: Okay.

MR. PATTON: Okay. We're going to
get to that memo that M. Mattson just showed
you in a little bit. So that, you said, was
about a year into your job. You indicated --

MS. KROLL: Yes.

MR. PATTON: -- you started in
November 20007

MS. KROLL: Ri ght .

MR. PATTON: So toward the end of
2001, you're being asked to |look into this?

MS. KROLL: | would say so.

MR. PATTON: Okay. Which sounds to
me |like -- when does that fund condition

stat ement

from Budget

go over to the finance
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depart ment ?

MS. KROLL: It's my understanding
that's part of the galley -- the budget galley
that's prepared and given to the Department of
Fi nance during budget preparation.

MR. PATTON: Which is when?

MS. KROLL: Which is -- | don't know
for sure, but I think it's in the fall before
the JAN-TAN (ph.) budget, the proposed budget
comes out from the governor's office. It goes
to Department of Finance, and they're | ooking
at all the numbers and either agreeing or
di sagreeing, or maybe they have information
from the governor's office that he doesn't
want to have a particular program be funded,
or whatever. So it goes to Finance for them
And then there's negotiations or whatever that
happen between --

MR. PATTON: And |I'm mainly asking
to try to pinpoint the date --

MS. KROLL: Yeah.

MR. PATTON: -- the approximate time

frame when Becky came to Freda who came to you

and Cheryl, and it sounds to me like, is it
fair to say, sometime in the fall of 2001
Page 14
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then?

MS. KROLL: | would say so, yes.

MR. PATTON: Okay. And that's when
t he budget preparations are really getting
goi ng?

MS. KROLL: Yes. And she -- it's ny
understandi ng she had already subm tted her
gal |l ey.

MR. PATTON: Becky?

MS. KROLL: Becky. And -- but she
knew there was a di screpancy and was trying to
| ock down why is there a discrepancy.

MR. PATTON: Bet ween what was
going -- and you call it a "galley"; that's
the --

MS. KROLL: Yes.

MR. PATTON: -- budget report the
fund condition statement --

MS. KROLL: Yes, it's --

MR. PATTON: -- and all its

component s?

MS. KROLL: Yeah. It's actually an
entire -- this is --
MR. PATTON: Okay. lt's a bookl et.

MS. KROLL: Yeah, of --
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MR. PATTON: Okay. Al'l these
different funds.

MS. KROLL: All these different
t hi ngs --

MR. PATTON: Yeah.

MS. KROLL: -- and sal aries and
wages schedul es - -

MR. PATTON: Got it.

MS. KROLL: -- and how many PYs we
have, everything.

MR. PATTON: PYs being?

MS. KROLL: Personnel years.

MR. PATTON: Okay. Got it. So
she's working on that or she's already
submtted it. She's noticed there's a
di screpancy between what's in that bookl et
that's going to Finance and what is going in
the -- what did you call it? The accounting
side report to the Controller?

MS. KROLL: Correct, the ending fund
bal ance.

MR. PATTON: The fund bal ance
statement ?

MS. KROLL: Correct.

MR. PATTON: Okay. The ending fund
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bal ance report to Controller. So was this the
first that you had ever heard or noticed of
this disparity in the numbers between -- in

t hese reports?

MS. KROLL: Yes. Accounting shops
typically do not deal with fund condition
statements at all. This was not normal .
That's a budget function. At the end of the
fiscal year when we do our financial
statements, the budget office gets a complete
set of financial statements for themto use to
hel p prepare the galley, and so this was not a
normal - -

MR. PATTON: For you to --

MS. KROLL: -- project. | didn't

know what a fund condition statement was. I

had no idea what went into it. All | was
given was the memo from -- just stating that
there is a discrepancy, so | had to do the

research SAM and find out what makes up the
numbers in that fund condition statement, and
| took what she had reported and tried to
compare it to the financial statements, the
end- of -t he-year reports which CALSTARS -- the

actual CALSTARS reports shows more detail than
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just the |lump-sum totals, so --
MR. PATTON: What was CALSTARS?
MS. KROLL: CALSTARS is the

California State Accounting and Reporting

System - -

MR. PATTON: Okay.

MS. KROLL: -- that is mandated by
the |l egislature that departments use. There's

a few departments that are not on CALSTARS due
to their own complexity. Il think --

MR. PATTON: This is what the
accounting offices use then?

MS. KROLL: Yes, yes.

MR. PATTON: And this is what then
ends up comprising the information that
goes - -

MS. KROLL: Correct.

MR. PATTON: -- to the Controller
with the year-end bal ance statements?

MS. KROLL: Correct.

MR. PATTON: Okay.

MS. KROLL: Correct.

MR. PATTON: So what | just heard
you say was that the budget side routinely

t hen gets that information in the year-end
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bal ance statement, the CALSTARS - -

MS. KROLL: Correct.

MR. PATTON: -- information.

MS. KROLL: Correct.

MR. PATTON: And they build a budget

using that information --

street.

MS. KROLL: Correct.
MR. PATTON: -- but it's a one-way

The accounting sides don't

necessarily | ook at the budget --

MS. KROLL: Correct.
MR. PATTON: - - because it's not

necessary is what |I'm hearing from you --

MS. KROLL: Ri ght .
MR. PATTON: -- in order to do the

accounting side --

budget
budget

budget
budget

MS. KROLL: Ri ght .

MR. PATTON: -- of the work.

MS. KROLL: They're building the
for a future year. We just closed the
for the current year.

MR. PATTON: Okay.

MS. KROLL: The only piece of a
that we're interested in is once the

is approved by the governor, then we

Page 19

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

make sure that the State Controller's Office,
the -- what it says in the Budget Act for how
much our authority is -- excuse me -- gets
posted correctly at Controllers and it gets
posted correctly in ours.

MR. PATTON: Okay.

MS. KROLL: And then from that point
forward, we're | ooking at the expenditures,
are they posted correctly, and are we
reconciled with the State Controller's Office
on a monthly basis.

MR. PATTON: Okay. So this is the
first time you'd | ooked at the department's
fund condition statement?

MS. KROLL: Correct.

MR. PATTON: And what did you | earn
then as you undertook to figure out why the
di screpancy existed?

MS. KROLL: It took me several weeks
of digging into it and | ooking at CALSTARS

reports and trying to figure out what figures

| needed to -- what makes up the guts of the
fund condition statement, and | realized that
the starting bal ance always -- | mean, it's an
accounting -- it's a given in the accounting
Page 20
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worl d the starting balance should al ways be
the ending balance fromthe year before, and
then | realized that the balance on the fund
condition statement really should be your fund
bal ance general | edger account on the trial

bal ance report that we send to Controllers.

So it was easier -- easy for me to
see that she was reporting revenues correctly
and expenditures correctly, and it was in the
prior year adjustments that are difficult to
cal cul ate. And | believe that's where the
difficulty was.

MR. PATTON: Did you notice
somet hing -- you started talking about the
starting balance -- and | made a note -- the
starting balance reflected in the fund
condition statement, you said, should match
the ending balance fromthe prior year.

MS. KROLL: Correct.

MR. PATTON: Did it?

MS. KROLL: It mat ched what she
reported in the fund condition from the prior
year - -

MR. PATTON: Okay.

MS. KROLL: -- but it didn't match
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the true fund bal ance within

MR. PATTON:

CALSTARS.

Okay. So didn't match

the ending bal ance report in CALSTARS.

MS. KROLL
MR. PATTON:

year's fund - -

Correct.

It did match the prior

MS. KROLL: What she had had
reported.

MS. KROLL: -- condition ending?

MS. KROLL: Yes, yes.

MR. PATTON: Okay.

MS. KROLL: Yes.

MR. PATTON: But there's a
difference -- so you're seeing a difference

t hen bet ween what's

in the fund bal ance

statement, the fund condition statement - -

MS. KROLL
MR. PATTON:

statement, the finance depart ment

the budget office st

bal ance statement ?
MS. KROLL:
MR. PATTON:

| earn | ooking at --

MS. KROLL

Correct.

-- fund condition

st at ement,

atement, and the budget

Correct.

Okay. And what did you

as you | ooked into this?

| |l earned that

the -- 1t
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was in the prior year adjustments portion of
the fund condition statement that there had to
have been -- at some point in time, there had
to have been some mi scal cul ati ons. She was
reporting the revenues correctly and the
expenditures correctly, but those prior year
adj ust ments weren't --

MR. PATTON: So you've got to go
back - -

MS. KROLL: Ri ght .

MR. PATTON: -- and see what --
you've got to see the records then that went
I nto the prior year adjustments. | guess what
| " m hearing you - -

MS. KROLL: Yes.

MR. PATTON: -- saying is things are
mat ching up for the years you're | ooking at
ri ght now, the current year and the
upcomi ng - -

MS. KROLL: Yes.

MR. PATTON: -- year, but you're
seeing that there's a prior year adjustment
statement, and that appears to be where
there's a discrepancy --

MS. KROLL: Yes.

Page 23

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: -- that leads to this
difference between the finance report and the
Controller report?

MS. KROLL: Yes.

MR. PATTON: Am | hearing this right
then that you've got to go back and exam ne
t hen those prior year adjustments to figure
out if there's an error or how we come up with
that difference?

MS. KROLL: | was never given any
i nformati on on how Becky cal cul ated her fund
condition statement. They asked me to figure
out how it should be done.

MR. PATTON: “1t", the prior year
adj ust ment s?

MS. KROLL: The entire -- where
should the figures be comng from

MR. PATTON: Uh- huh.

MS. KROLL: So that's what | worked
on.

MR. PATTON: Okay.

MS. KROLL: And then once | narrowed
It down to prior year adjustments, Becky and
Freda agreed that that's where the problem

was, and then Becky took it back over. So |

Page 24

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

didn't see -- | don't know where she got
her --

MR. PATTON: You didn't exam ne --

MS. KROLL: No.

MR. PATTON: -- further --

MS. KROLL: No.

MR. PATTON: -- those prior year
adj ust ment s?

MS. KROLL: No.

MR. PATTON: Okay.

MS. KROLL: No.

MR. PATTON: Freda, you said, took
It back, or Becky?

MS. KROLL: Well, the whole project
ki nd of went back to Becky because it was then
confirmed that her numbers for the current
year revenues and expenditures were correct.
There was one small area in expenditures that
she was mi ssing, but other than that, the only
pl ace that it could have been was in the prior
year adjustments.

MR. PATTON: Do you recall how big
the disparity was between the finance
department fund condition statement and the

Controller's fund bal ance statement?
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MS. KROLL: It was about twenty-six
mllion dollars.

MR. PATTON: This is for FY012?

MS. KROLL: | believe so.

MR. PATTON: Okay.

MS. KROLL: Yeah.

MR. PATTON: So there -- so it's --
I n your m nd, what you're saying is telling
you that there's some problem with the
prior year adjustments?

MS. KROLL: Yes.

MR. PATTON: Okay.

MS. KROLL: Yes.

MR. PATTON: What happened after
t hat ?

MS. KROLL: Every year after that --
well, they asked me to do also a fund
condition statement for the OHV fund, Off
Hi ghway Vehicle fund and for --

MR. PATTON: This is at the same
time, in the fall of "017?

MS. KROLL: Yes.

MR. PATTON: Okay.

MS. KROLL: And then they came back
several months |ater and said we'd |like you to

Page 26

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

do one for Fund 449, which is our winter
recreation fund.

MR. PATTON: Okay.

MS. KROLL: These are all speci al
funds that historically, at that point in
time, the budget shop had to do a fund
condition statement for.

MR. PATTON: And did you detect any
di sparities between the finance report and the
Controller report in those accounts?

MS. KROLL: No.

MR. PATTON: No ?

MS. KROLL: None what soever.

MR. PATTON: Okay. So the OHV
account back then --

MS. KROLL: OHV account was - -

MR. PATTON: -- was dead on?

MS. KROLL: -- dead on, right on the
money. The differences in -- between the
funds, mainly between -- well, between the

funds is that the state park and recreation
fund had our clearing account within that
fund, and it also had rei mbursements in that
fund, which was -- is not in the OHV fund,

SO - -
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MR. PATTON: What's a cl earing
account ?

MS. KROLL: A clearing account is a
nonbudget act -- it's a pass-through account
so that when we make expenditures and we
charge a certain accounting code, the money is
paid out of that fund and that account, and
then at the end of the month, we go through
what's called a plan of financial adjustment,
t hat based on the PCA's and CALSTARS fund
split to various funding sources.

And at the end of the month, before
you close the month, you do what's called a
fund split -- cost allocation and fund split
process. And that moves the expenditures that
you put through the clearing account out to
the actual fund that it should go to. And
t hen the general | edger section does a
transaction letter to Controllers telling them
al so which fund sources needed to be charged
for those expenditures.

MR. PATTON: Okay. Wwel |, |
appreciate the accounting | esson. ' m not
sure that an effort to teach me to account in

an afternoon may be successful, but --
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MS. KROLL: But it complicates your
view of the fund. " m just trying to explain
OHV is easier --

MR. PATTON: Okay.

MS. KROLL: -- because they don't
have rei mbursements and they don't have a
cl earing account.

MR. PATTON: Okay.

MS. KROLL: State park recreation
fund is more complex because of those things

and how those things may or may not effect --

MR. PATTON: Well, let's go back
to --

MS. KROLL: -- the computations.

MR. PATTON: You' ve seen that
there's a twenty-six-mllion-doll ar

di screpancy between the finance department and
Controller reports. You' ve determ ned that it
appears that, and everybody seemed to agree,

t hat the problem lies in prior year

adj ust ments. And what happens then? You said
Becky takes it back. Do you continue to try
to track down the source of the discrepancy,
the reasons for it, where the errors were in

the prior fund --
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MS. KROLL: No.

MR. PATTON: -- prior year
adj ust ment s?

MS. KROLL: | was asked at that
point in time to prepare a fund condition
statement from the accounting records every
year after that for the funds that needed
t hem So in my balance going forward, |
al ways had the true fund bal ance on the
Controller's records in there and then your
prior year adjustments based on the formula I
had wor ked on for what prior year adjustments
should compute to and then your revenues, your
expenditures. And my ending fund bal ance
al ways matched my post-closing trial balance
t hat was sent to Controllers. So | would
prepare one of those every year for OHV, state
park recreation fund, and the winter
recreation fund. And those were given to the
budget shop as well as all the financial
statements.

MR. PATTON: So you were given --

MS. KROLL: So -- so --

MR. PATTON: Let me just summari ze.

What | think you're telling me is that the
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work you did, the balance statements that are
prepared annually, they're correct.

MS. KROLL: Yes.

MR. PATTON: This is -- the
I nformati on going to the Controller's office
IS correct.

MS. KROLL: Yes.

MR. PATTON: And you're giving that
same i nformation to the budget shop.

MS. KROLL: Yes.

MR. PATTON: So you're giving
correct information?

MS. KROLL: Yes.

MR. PATTON: What's happening with
It on the budget side, if you know?

MS. KROLL: On the budget side, |
don't know why, but they did not correct
their -- in the prior year adjustments, they
did not correct it. They - -

MR. PATTON: They kept this
twenty-six-mllion-dollar --

MS. KROLL: Yes.

MR. PATTON: -- discrepancy?

MS. KROLL: Yes.

MR. PATTON: And the twenty-six
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mllion is twenty-six mllion |less is being
reported to Finance --

MS. KROLL: Correct.

MR. PATTON: -- than is being
reported to Controller?

MS. KROLL: Correct.

MR. PATTON: And so what did you
t hink about that? Did you ever have any

conversation with anybody about that?

MS. KROLL: | did. And the second
year that -- after | figured out what the
probl em was that year that | did the first
full one, which is June of 2002, | asked

Freda, why is the budget shop not using the
correct figures, and the answers that | got
back from Freda and from Becky was it's
political, it's a decision for upstairs to
make, the --

MR. PATTON: “"Upstairs" being?

MS. KROLL: Bei ng park operations,

director's office, the executive staff. And
what | was always told is if we tell Finance
we have twenty-six mllion dollars extra in
this fund, they will cut our general fund

allocation budget authority and basically
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replace it with this twenty-six mllion,

MR. PATTON: You said that you heard
this from both Freda and Becky?

MS. KROLL: Yes.

MR. PATTON: So you did talk
personally with both about --

MS. KROLL: Yes.

MR. PATTON: -- this discrepancy?

MS. KROLL: Yes.

MR. PATTON: Did you talk with
anybody el se about the discrepancy?

MS. KROLL: As the years went
t hrough, | spoke with -- when Becky retired,
spoke with the incom ng budget officer, which
was Manuel Lopez.

MR. PATTON: Do you remember what
year that was?

MS. KROLL: | want to say 2005.

MR. PATTON: Okay.

MS. KROLL: When the year-end cl osed
and he -- it was his job to do the fund
condition statements. He came rushing over
and was concerned, why haven't we been
reporting the correct amount, and | told him,

you need to take that up with your boss
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because this has been that way for at | east
the five years that | knew of. And | told him
what | was al ways told, that it was a

political decision, and if we tell them we
have this money, they will cut our general
fund.

MR. PATTON: Okay. So you repeat ed

then to Manny Lopez --
MS. KROLL: Manny Lopez.

MR. PATTON: -- in 2005. So he

noticed it right off also?

MS. KROLL: Yes.

MR. PATTON: And you told him,
yeah - -

MS. KROLL: Yes.

MR. PATTON: -- 1'"ve had
conversations about this, been told it'
political.

MS. KROLL: Uh- huh.

S

MR. PATTON: When you say "executive

management upstairs", we're talking about the

fourteenth floor, | understand?
MS. KROLL: Yes.
MR. PATTON: That's the parks

director i s executive --
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MS. KROLL: Director. The Assi st ant

Deputy Director --
MR. PATTON: Okay.

MS. KROLL: -- of park operations.

Basically the exec staff --

MR. PATTON: Now t hey're

aware, |'ve got --

MS. KROLL: -- | consider

di vision chiefs, but --

now | ' m

all the

MR. PATTON: Okay. Those are all

deputy directors?

MS. KROLL: Yes.

MR. PATTON: Okay. So when you hear

"executive management", you know we're talKking

about that refers to the director
assi stant director?

MS. KROLL: Yes.

and the

MR. PATTON: And then there's this

branch of division managers called deputy

di rectors. They're also considered executive

management ?
MS. KROLL: Yes.
MR. PATTON: Now, nobody

did

anyone ever indicate to you who in executive

management specifically had been made aware of
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this discrepancy?

MS. KROLL: Not at that point in
time.

MR. PATTON: Okay. At some ot her
point in time?

MS. KROLL: The followi ng year that
Manuel was there, probably in the fall of

2006, when he had to do the next year's

state -- fund conditions, and when the next
bookl et was printed, | noticed that it still
hadn't changed; it hadn't been corrected. So
Manuel and | had a conversation that, did

you -- | asked him, did you talk to someone
upstairs, aren't we going to fix this. And he

said that he had talked to M chael Harris.

MR. PATTON: Okay.

MS. KROLL: And | honestly don't
know i f, at that point in time, M chael Harris
was the Admi nistrative Deputy Director here in

this office or if he was on the fourteenth

floor; | don't remember.

MR. PATTON: Okay. Back in -- |I'm
| ooki ng at the 2002 -- July 1, 2002, Orrick
chart and the September 2 -- September 1,

2001, Orrick chart, and | see that there's --
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above Becky Brown and Freda Luanne Dunne,

t here are some ot her sections
al ready mentioned to us --

MS. KROLL: Yes.

t hat you've

MR. PATTON: -- in adm n services

busi ness and procurement, Al aya --

MS. KROLL: Al aya Pascal (ph.).

MR. PATTON: -- Pascal, contracts
and facilities; services, Gail Bowman;
training, Bro Stenman - -

MS. KROLL: Um- hum.

MR. PATTON: -- or Bruce?

MS. KROLL: Broc.

MR. PATTON: -- Broc Stenman;
guality customer service, Jean Locher (ph.).

And then there's a Financi al

Management

Division; there's no title really there, but

it says "Tom Domi ch".

MS. KROLL: Yes.

MR. PATTON: Was he above Becky --

MS. KROLL: Yes.
MR. PATTON: -- and
MS. KROLL: Yes.
MR. PATTON: s this

he part of the dialogue then,

Freda?

-- okay.

to your

Wa s
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under standi ng?

MS. KROLL: Not with me. | never
heard his -- | never was in any conversation
with he and Becky and Freda about this.

MR. PATTON: And neither Becky nor
Freda i ndicated that Tom Dom ch had been --

MS. KROLL: His name never came up.

MR. PATTON: Okay.

MS. KROLL: To me, it never came up

MR. PATTON: They simply told you,
wi t hout identifying who the -- that the people
on the fourteenth floor know about it?

MS. KROLL: Yes.

MR. PATTON: And they -- so they
didn't indicate who?

MS. KROLL: No.

MR. PATTON: So to -- no one's ever
i ndicated to you that Tom Dom ch was aware?

MS. KROLL: No.

MR. PATTON: How about any of these
ot her people whose names | just read off?

MS. KROLL: Al aya Pascal was ny

boss; she was my boss when | was an Accounting

Admi ni strator 11, and | did try and explain it

to her. She's not an accounting person, so |
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don't think she understood it, so --

MR. PATTON: But you expl ained that
there was a sizable difference?

MS. KROLL: Yes, yes.

MR. PATTON: What was her response?

MS. KROLL: Just pretty vague - -

MR. PATTON: Okay.

MS. KROLL: -- basically a
nonresponse.

MR. PATTON: Okay. Anybody el se
t hat you discussed this with?

MS. KROLL: | talked to Manuel many
times over the years about it. | talked to
Cheryl Tayl or who became the budget officer
sometime -- | think it was 2008; |I'm not
really sure of the year

MR. PATTON: She took over for Becky

Brown?

MS. KROLL: She took over for
Manuel . Manuel Lopez was promoted to --

MR. PATTON: Oh, he --

MS. KROLL: -- actually, it mi ght
have been 2007 for Cheryl; | don't remember.

Manuel was promoted into this office someti me

in 2007, | believe. And the position budget
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of ficer was |left vacant for several months
before they hired Cheryl Tayl or.

MR. PATTON: Okay. So when you - -
back when you first -- when this discrepancy
was first brought to your attention, which was
back in the fall of '01, was Manny Lopez at
that time the budget officer?

MS. KROLL: No. Becky Brown was the
budget officer.

MR. PATTON: Okay. So when did she

| eave? Do you remember ?

MS. KROLL: She left, | want to say
in 2005 --

MR. PATTON: Okay. And that's --

MS. KROLL: -- because that's when
Manuel - -

MR. PATTON: -- when Manny came - -

MS. KROLL: -- was hired.

MR. PATTON: -- in as budget
of ficer?

MS. KROLL: Yes.

MR. PATTON: Oh, okay, so --

MS. KROLL: So | think she left in
December of 2004, but | --

MR. PATTON: Okay. So that's when
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you -- |'m sorry. | just had a --

MS. KROLL: Yeah. There was a few
mont hs where there wasn't a budget officer,
and then they hired Manuel .

MR. PATTON: I had him m scast as
the Admi n Services Director at the time, but
he was budget officer when you first talked
with him --

MS. KROLL: Yes.

MR. PATTON: -- about this? So then
you i ndicated he sees it, he questions it.

MS. KROLL: Yes.

MR. PATTON: You explain what you've
been told before.

MS. KROLL: Yes.

MR. PATTON: And then he comes back

in the next year, you said, and you asked him,

aren't we going to fix this?

MS. KROLL: Ri ght . And he said
"no."

MR. PATTON: Talk to Harris, |'ve

talked to Harris.

MS. KROLL: He said, "lI've talked to

M chael Harris, and he explained to me this i
political. If we tell them we have this
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money, they will cut our -- they, Department
of Finance, will cut our general fund."

MR. PATTON: Did he ever indicate to
you that he had also spoken with the director,
Rut h Col eman, about it?

MS. KROLL: No.

MR. PATTON: Okay. Did you -- you
told me you were able to identify that the
problem lay in the prior year adjustments.

MS. KROLL: Um hum.

MR. PATTON: But it sounds I|ike --
and this is as of the fall of 'O01.

MS. KROLL: Um hum.

MR. PATTON: So you're working on
the '02-'3 budget, correct? Because in the
fall of '"01, we're mi dway through the "'01-'02
fiscal year.

MS. KROLL: Fall of '01, yes.

MR. PATTON: Ri ght ?

MS. KROLL: Yes.

MR. PATTON: And so you're working
on the '02-'03 budget. You see that the prior
year adjustments for the current fiscal year,
*01-'02, that you're working and when the

i ssue first comes up, you see that they're
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of f.

MS. KROLL: Um hum.

MR. PATTON: But you were not able
to identify where those errors were?

MS. KROLL: No. What | was trying
to do was use CALSTARS reports to figure out
what the cal cul ations should be for the
prior year adjustments and how can we get
that -- those cal cul ations out of the CALSTARS
reports, basically how do we show the budget
shop what those prior year adjustments are so
t hat they can do it correctly.

So | worked up the formula that |
felt was -- | worked up what makes up this
number that's the total of our prior year
adj ust ment . | could see very clearly what
this is and what the transfers are and what
the expenditures are, but the only way -- kind
of working it backwards, | knew what my ending
bal ance was, | knew what this was, this was,
and this was, so | knew what my beginning
bal ance shoul d be. So doing the calcul ations,
| had to back into this figure. So how do |
back into that figure and what are those

adj ustments - -
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MR. PATTON: Ri ght . So this is --

MS. KROLL: -- that make up that
dol l ar amount.

MR. PATTON: So let me, just for the
record, say what we're | ooking at right now is
a fund condition statement as of the end of
the fiscal year ending June 30, 2011. We're
not taking the ten-year way back machine right
at the moment, but what you're showing me is
you're showing me the ending fund bal ance.

MR. PATTON: Correct.

MR. PATTON: And this is for the
state parks and rec fund?

MS. KROLL: Correct.

MR. PATTON: You're showing me the
June 30, 2011, closing fund bal ance.

MS. KROLL: Correct.

MR. PATTON: And then you're | ooking
at categories of expenditures for that fiscal
year 2010-11, transfers from other funds.

We' ve got some motor vehicle fuel accounting

user tax, these are credits to the fund, and

ot her sources of revenue, fees, income,

m scel |l aneous revenue. Mi scel |l aneous revenue,

use of property, thirteen mllion. Those | ook
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|l i ke | eases. 1.1 mllion in parking

vi ol ations, okay. And so when you take that
ending fund bal ance and then you adjust for
expenditures and revenues, you should be able
to come, as you say, back into the beginning
fund bal ance.

MS. KROLL: Well, the beginning fund
bal ance would be the ending fund bal ance - -

MR. PATTON: Correct.

MS. KROLL: -- fromthe year before.

MR. PATTON: And this is where
you're having a problemis this --

MS. KROLL: Not with this number,
with this number.

MR. PATTON: Oh, okay. So you got
your beginning bal ance, but the prior year
adjustment number --

MS. KROLL: That was the difficulty.

MR. PATTON: Okay. This is where
the twenty-six-mllion-dollar discrepancy is?

MS. KROLL: Yes.

MR. PATTON: Now, this right here

for year ending 2011 -- June 30, 2011, this

shows me a 2.6-mllion-dollar prior year

adj ust ment . We still, as | understand it, as
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of the close of
twenty-million-dollar

fund condition statement

statement.

MS.
MR.

find that?

MS.
what | report
Of fice.

MR.
I t. So this
bal ance - -

MS.
bal ance - -

MR.
reported --

MS.

MR.

MS.

reported to

2011, had a
di screpancy between the

and the bal ance

KROLL: Correct.
PATTON: So where am | going to
KROLL: This figure here matches

ed to the State Controller's

PATTON: Oh, okay, so -- | got
Is what -- this is the fund
KROLL: That's the fund
PATTON: -- that's getting
KROLL: -- that's getting --
PATTON: -- fifty-two mllion.
KROLL: Yes, that's getting

he State Controller's Office.

MR. PATTON: Okay. But this is not
what's -- this is not the report that went to
Budget ?

MS. KROLL: No.
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MR. PATTON: Even though this says

"fund condition statement”, this is really a
fund bal ance statement. This is not Budget's
report?

MS. KROLL: It's not Budget's
report.

MR. PATTON: This is your report?

MS. KROLL: This is our report based
on what we know - -

MR. PATTON: Al'l right.

MS. KROLL: -- we submtted to the
State Controller's Office.

MR. PATTON: Yeah. So | get
confused on the term nol ogy because | was
using the phrase "fund condition statement”
for what goes to Finance. You're noddi ng your
head yes.

MS. KROLL: That is --

MR. PATTON: You recognize my
confusion?

MS. KROLL: Yes. That is the report
t hat goes to Finance.

MR. PATTON: Yeah.

MS. KROLL: We don't submt this --

MR. PATTON: Yeah.
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MS.

MR.

MS.
reports that
Controllers,
bal ance,

MR.
a summary

MS.

KROLL:
PATTON:
KROLL:
you see

and on

PATTON:

KROLL:

wor ki ng document - -

MR.
MS.
MR.
MS.
MR.

PATTON:
KROLL:
PATTON:
KROLL:
PATTON:

detail ed statement t

that right?

MS.

gets a whol e set

MR.

reports going back al

MS.
MR.
MS.
MR.

KROLL:
of

PATTON:

KROLL:
PATTON:
KROLL:
PATTON:

-- to Controllers.

Yeah.

We submit all these
| i sted here to

the post-closing trial

this does match.

Al'l right. So this is

So this is an internal

Yeah.

to assi st the --

And it's a summary.

budget shop.

You're giving a more
o the Controller then,;
Yes. The Controllers
detailed information.
So you have these
the way to when?
2002, June --
Gr eat .

of 2002 - -

Okay.
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MR. PATTON: -- which we gave you a
copy of all of these.

MR. MATTSON: That's one Lisa
e-mailed to us in the PDF, Lisa Ortega.

MR. PATTON: Oh, did she?

MR. MATTSON: Um- hum.

MS. KROLL: Yeah. You took one set
when you interviewed me the first time.

MR. PATTON: Okay.

MS. KROLL: And then you had her put
a | abel up here explaining that Accounting
prepares it and gives it to our budget --

I nternal budget shop.

MR. PATTON: Okay. Let's -- and |
don't -- | believe both of you that [|'ve got
this, but I can't put my hands on it right at
the moment. Do you have any Post-Its?

MS. KROLL: You can keep that set.

MR. PATTON: Oh, | can keep this?

MS. KROLL: Yes.

MR. PATTON: Okay.

MS. KROLL: | have the Off Hi ghway
Vehicle as well.

MR. PATTON: Okay. So Manny came

in -- so it's the same thing for Off Hi ghway
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Vehi cl e. Let's tal k about Off Hi ghway Vehicle
for a m nute. What have you discovered -- is
t here anything about these that has been
troubling to you over the years?

MS. KROLL: Not until the June
30th -- the end of the year June 30th, '009. I
didn't really pay attention to the OHV fund
and the differences because the first two
years when | created this calculation on how
to do the fund condition statements, it
mat ched. | believe you have a copy of this
spreadsheet. So this is now the OHV fund, and
It matched.

MR. PATTON: Um hum, back in "02.

MS. KROLL: Yes. And in '03 --

MR. PATTON: And in '03 --

MS. KROLL: -- it was 1,000 doll ars
of f --

MR. PATTON: Yeah.

MS. KROLL: -- rounding. And |
didn't really know until this investigation
started that we were off except that | did
notice in this year | | ooked because --

MR. PATTON: FY ending '009.
MS. KROLL: -- someone in the budget
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shop - -

Marilyn Evans Jones

i n the budget

shop, she was a budget manager in there, was
tasked with finding out what happened in this
year because we had a ninety-mllion-dollar
| oan in this year, a twenty-two-mllion-doll ar
| oan - -

MR. PATTON: Tell me what year
you're -- when you say "this year" --

MS. KROLL: This is the --

MR. PATTON: FY09?

MS. KROLL: This is the '89 fiscal
year .

MR. PATTON: Okay. These are the

closing numbers?
MS. KROLL:

condensed version of

These are --

it's

|1 ke a

t hat

fund condition

statement - -

MR. PATTON: Ri ght .

MS. KROLL: - my beginn

and then this is what the budget
reported as the beginning bal ance,

see there's a discrepancy there.

ng bal ance,

of fice had

SO you can

MR. PATTON: Of five mllion, right?

MS. KROLL: This -- yes. This here

was revenues, and this was the budget office
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reported revenues.

MR. PATTON: So there's
ninety-mllion-dollars difference --

MS. KROLL: Yes.

MR. PATTON: -- between what we've
reported to Controller as revenues, what our
accounting records show as revenues, and what
we're reporting to Finance?

MS. KROLL: Yes.

MR. PATTON: Okay.

MS. KROLL: And there's also a
ninety-mllion-dollar difference between --

t he opposite way between expenditures and what
t he budget office --

MR. PATTON: Okay.

MS. KROLL: And | believe |I know how
this happened.

MR. PATTON: How did that happen?

MS. KROLL: | think it's the way
that the |l oans are treated on state
Controller's side; they're treated as an
expendi ture. And when | pulled this
i nformati on after the investigation started, |
pulled -- this is fromthe budget analyst's

gui de off of the Department of Finance Web
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site --

MR. PATTON: Okay.

MS. KROLL: -- that it's supposed to
tell you how to do a fund condition statement.
And in the back here, it tal ks about | oans and

t hey consider | oans as a revenue transfer.

MR. PATTON: Okay.

MS. KROLL: But that's not how
Controllers post it.

MR. PATTON: Okay.

MS. KROLL: Controllers post it as
an expenditure transfer, so I can see why
these are off. One is over and one is short.

MR. PATTON: Okay. So bottom Iine

s -- tell --

MS. KROLL: Bottom line is -- yeah.
Bottom line is that overall they reported the
difference between what | reported and what

t he budget shop reported is --

MR. PATTON: 5.6 mllion.

MS. KROLL: -- 5.6 mllion --

MR. PATTON: Okay.

MS. KROLL: -- which | believe is
close to this starting balance discrepancy.

MR. PATTON: Negatives here mean --
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this says "budget office reported actual s”,
and we have a -- |I'"m going back to fiscal year
endi ng June 30, '04. We have a m nus 28.7
mllion. That means that this -- what was
reported to Finance for OHV was 28.7 mllion
| ess than what the fund bal ance statement was.

MS. KROLL: Actually, they reported
more in their fund bal ance than what we
actually had.

MR. PATTON: They who reported?

MS. KROLL: Our budget office
reported --

MR. PATTON: More to Finance?

MS. KROLL: -- more to Finance than
what we actually had.

MR. PATTON: Okay. So a mi nus here
I's an overreport to Finance?

MS. KROLL: Yes, yes.

MR. PATTON: So we overreported --
we were off by --

MS. KROLL: We were off --

MR. PATTON: -- 28.7.

MS. KROLL: -- in this year.

MR. PATTON: We told Finance that in
OHB -- parks -- OHV had -- we told Finance
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28.7 more than it actually did?

MS. KROLL: Yes.

MR. PATTON: So this is some kind of
an accounting error?

MS. KROLL: That's a budgeting
reporting error.

MR. PATTON: " m sorry. Forgive ny
nai vety. Same thing in fiscal year ending
6/ 30/ 05 - -

MS. KROLL: Correct.

MR. PATTON: -- 30.1, next year at
35.1, next year 31.2. These are al
megam | lions, tens of mllions overreported to
Fi nance - -

MS. KROLL: Yes.

MR. PATTON: -- monies that don't
actually exist?

MS. KROLL: Yes, in those years.

MR. PATTON: And then all of a

sudden - -
MS. KROLL: We're al most - -
MR. PATTON: -- we're al most even --
MS. KROLL: We're al most good.
MR. PATTON: -- in fiscal year
endi ng ' 08.
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MS. KROLL: Yes.
MR. PATTON: And now we're -- which
go in an underreport of the year '09, 6/30/09

you just pointed and tal ked about. We' ve
underreported 5.6. And then all of a sudden
Budget -- and | use the term "we" | oosely --

Budget reports 20.5 the next year.

MS. KROLL: Yes. And | think that
has to do with another | oan --

MR. PATTON: Okay.

MS. KROLL: -- that was not --

MR. PATTON: Got it.

MS. KROLL: -- reported correctly --

MR. PATTON: Got it.

MS. KROLL: -- on the fund condition
statement.

MR. PATTON: Got it. Okay. So
we' ve got -- and Dorothy's pointing to actual
revenues and budget-office-reported actuals.
There's a twenty-two-million-doll ar
di screpancy for fiscal year ending June 30,
2010. That may explain why we've got now an
overreport of 20.5 mllion to Finance. And
then the | ast year this has been done,

although | guess | haven't seen the fiscal
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year ending 6/30/2012 numbers, but 6/30/11

| ooks |Ii ke we have -- this says a
fifty-four-mllion-dollar underreport.

MS. KROLL: Correct.

MR. PATTON: Al t hough |'ve seen the

number thirty-four mllion for OHV before.

MS. KROLL: Correct.

MR. PATTON: Now | ' m seeing
fifty-four.

MS. KROLL: Correct.

MR. PATTON: Why is that?

MS. KROLL: | can't answer that

gquestion. | ' ve asked myself that question

ever since the news reports came out.

MR. PATTON: Because you' ve al ways
seen a fifty-four-mllion underreport in OHV
al one.

MS. KROLL: In June -- as of June

30th of 2011.
MR. PATTON: Just for OHV?
MS. KROLL: Just for OHV.

MR. PATTON: Okay. Not to mention

the twenty mllion in SPRF.
MS. KROLL: Correct. However,

having said that, | do know that in thi

s year,
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June 30th of 2010, the budget office made a
maj or mi stake in reporting this thirty mllion
dollars, and I can show you --

MR. PATTON: Your note says
"reported with wrong sign."

MS. KROLL: Yes. It should have
been a negative for the prior year
adj ustments - -

MR. PATTON: Okay.

MS. KROLL: -- and they put it in as
a positive.

MR. PATTON: Okay.

MS. KROLL: So | don't know where in
here did they fix that --

MR. PATTON: Okay.

MS. KROLL: -- because they knew it
was the wrong sign --

MR. PATTON: Okay.

MS. KROLL: -- and this really is
only -- well, if they fixed it, that would
only be twenty-four mllion.

MR. PATTON: Ri ght, right.
MS. KROLL: So I don't know where
the thirty-four mllion is comng from

MR. PATTON: | don't either.
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MS. KROLL: | have no idea.

MR. PATTON: What |'m going to do
for now is that, because |I'm not a CPA or a
budget analyst, and | know there are a | ot of
people working on trying to figure this out,
and | can see that you've done work since
we've | ast talked continuing to try to | ook at
this; am 1 right?

MS. KROLL: Actually, | haven't had
the time to ook at it any further.

MR. PATTON: Al'l right.

MS. KROLL: | did all of this work
prior to --

MR. PATTON: Okay.

MS. KROLL: -- our first interview.

MR. PATTON: | guess it was just
| ost on me in the first interview. | -- which
is why | wanted to come back so we can have a

record because the first one was unrecorded.
But we have some ot her people, and obviously
Fi nance is trying and everybody's trying to
figure out where these errors are, but I

guess, for me, the bottomline is that

you're -- we talked about the SPRF funds - -
speci al parks rec fund -- state parks rec
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fund, which you have indicated people knew

that there was a twenty-mllion or more
di screpancy between what was reported to
Controller and Finance --

MS. KROLL: Yes.

MR. PATTON: -- we've known about
that --

MS. KROLL: Yes.

MR. PATTON: -- which derives back
to some error, we think but we're not sure

because we've never been able to get back far

enough to really see where those prior year

adjustments came off the track.

MS. KROLL: Right.

MR. PATTON: But with the OHV, it

| ooks to me |ike what we have -- and | guess

shoul dn't give my opinion. Do you have an

opi nion as to whether this is al

as a result

of some bad, | hate to say accounting. I
don't -- how do we -- is this an error or an
I ntentional --

MS. KROLL: | think the OHV is an

error.
MR. PATTON: Okay.
MS. KROLL: | think that

-- |1 don't
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believe that was intentional. | had never
heard anybody say that it was intentional. I
think that this is a result of bad
comput ati ons occurring within the budget shop.

MR. PATTON: And these again --

we're | ooking at fiscal years ending 'O04, '5,
"6, "7, are all very sizable twenty-eight- to
thirty-five-mllion-dollar overreports to

Fi nance - -

MS. KROLL: Yes.

MR. PATTON: -- reporting more than
we actually have.

MS. KROLL: Yes.

MR. PATTON: Okay. lt's not
until -- in fact, it's not until we get to the
fiscal year ending '11, which your chart here
shows a 54.4-mllion-dollar underreport.
That's the first underreport we have.

MS. KROLL: Yes.

MR. PATTON: Okay. So your
conclusion, |ooking at this, is we got some
budget office calculating errors.

MS. KROLL: M ssteps, yes.

MR. PATTON: Yeah.

MS. KROLL: Yeah.
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MR. PATTON: Okay. And then |I'm
going to leave it to the number experts to
figure out what those errors are. Let me go
back to the SPRF fund. And |'ve seen -- |
don't know if you have it with you. I
unfortunately did not bring my little
rudi mentary spreadsheet that | was given, |
t hi nk, by Aaron Robertson and by the -- |
believe, the finance department, and | had
some -- do you have those spreadsheets showi ng
t he SPRF fund underreports going back to 19987

MR. MATTSON: These ones?

MR. PATTON: Yeah.

| " ve gotten from the finance
department -- and you're probably better at
readi ng upside down than I am, so |'ve got in
the SPRF fund some discrepancies and Of f
Hi ghway Vehicle fund, and |I'm just going to
say for right now suffice it to say that what
you just showed me for Off Hi ghway Vehicle in
terms of the bottom |line discrepancy between
t he budget report and the actual bal ance --

MS. KROLL: It doesn't match.

MR. PATTON: -- don't correspond - -

MS. KROLL: No.
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MR.
Fi nance. I
di ssect this
you about is
t he SPRF.

It
| ong paper,
26, for some
| got on Jul
starts in Ju
is the SPRF
see, then st
starts in 'O
underreport,

Thi
that's as fa
see in '98 a
and year end
endi ng 2000

to -- and |

PATTON: -- to what | got out of
don't want, right now, to try to
with you. What | do want to ask

this: | want to ask you about

hi nk, due to my failure to use
this report, which I got on July

-- well, for some reason, the one
y 20th starts at 2002. This one
ly 26, and this top set of numbers
fund, and the numbers do, you can
art to correspond because this one
2 with a 26.8-mllion-dollar

t hen these numbers correspond.

S one goes back to '98, and

r back as |'ve seen yet. And |
9.5-mllion-dollar underreport
ing '99 fourteen mllion, year

19. 9. And then | have a jump

put a question mark here -- to

forty-nine million in '"O01. These are all

underreports
st at ement .
twenty-six f

twenty-six -

in the Finance fund condition
And then it comes back down to
or '02, twenty-nine for 'O03,

- and changed for '04, twenty-four

Page 63

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

for '"05, and then we flatten out for the | ast

six years somewhere in the neighborhood of

twenty mllion.
Do those -- do these numbers -- do
t hose numbers | ook at all famliar to you?

MS. KROLL: No.

MR. PATTON: Okay.

MS. KROLL: No. | wouldn't have any
knowl edge of anything prior to the 2000-2001
year .

MR. PATTON: Let me compare -- okay.
Now, before you say that, let me just compare
for one second because what you handed me --
what you handed me has SPRF discrepancies

starting in '"02, and the numbers you're giving

me do match up to what |I'm seeing that Finance
handed me. And | think the reason is maybe
Par ks provided this to Finance; |I'm not sure.
But anyway -- so from '02 to '"01l1l -- this

document you gave me you guys worked up --
MS. KROLL: Yes, | did.
MR. PATTON: -- in Accounting.
MS. KROLL: Yes.
MR. PATTON: You did?
MS. KROLL: | did.
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MR. PATTON: Okay. And that is the
same as what | got from Finance. Fi nance has
four additional years -- fiscal years ending
98, '99, 2000, and 2001. You've never | ooked
at these numbers before?

MS. KROLL: No.

MR. PATTON: Did you ever see this
number forty-nine million --

MS. KROLL: No.

MR. PATTON: -- for year ending
20017?

MS. KROLL: No.

MR. PATTON: Okay. You first dealt
with this, you said, in the fall of '"01 as
you're working up the 2001-2002 reports --

MS. KROLL: Ri ght .

MR. PATTON: -- for the -- well, in
2001, you're in 2000 --

MS. KROLL: lt's Iin "1-"'2. I
tried --

MR. PATTON: Yeah.

MS. KROLL: -- to do it based on
2000- 2001 financial statements, and | was
having a | ot of difficulty for SPRF. So by
the time that | could actually figure out this
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formula, we were already closing this year

so --

MR. PATTON: ‘027

MS. KROLL: Yes.

MR. PATTON: FY closing '02?

MS. KROLL: Yes.

MR. PATTON: Okay. So had you seen
t hat number, forty-nine million, for --

MS. KROLL: No.

MR. PATTON: -- FY ending '01,
you - -

MS. KROLL: No.

MR. PATTON: Okay.

MS. KROLL: No.

MR. PATTON: So you know nothing
about this nine-and-a-half to fourteen to
twenty to forty-nine?

MS. KROLL: No.

MR. PATTON: Okay.

MS. KROLL: | suspect that --

MR. PATTON: You're | ooking at the
forty-nine mllion now?

MS. KROLL: Yeah, and | shouldn't
suspect.

MR. PATTON: Go ahead, give me a
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suspicion.

MS. KROLL: My suspicion is that
Becky was aware that there was some problem
and it kept getting bigger, and she didn't

really know what was wrong or how to fix it.

MR. PATTON: Well, this line here
where there's a jump of forty-seven mllion
dollars is adjusted Controller bal ance. What

does that mean?

MS. KROLL: Can | | ook at this --
MR. PATTON: Yeah, yeah.
MS. KROLL: -- right side up?

MR. PATTON: Sure, sure.
MS. KROLL: Oh, they have taken

what - -

MR. PATTON: “"They" --

MS. KROLL: Finance who - -

MR. PATTON: -- the Controller's
of fice?

MS. KROLL: No. What -- whoever

created this spreadsheet.

MR. PATTON: Okay.

MS. KROLL: What they have done is
they've taken my budgetary | egal basis annual

report, that's my fund balance in that year
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for SPRF, and then they've made their
adjustments to come up to the Controller's --
remember this? W talked about this.
Controllers take my year-end financi al
statements, and then they prepare this bal ance
Ssheet. So here's my ending fund bal ance that
mat ches my financial statements.

MR. PATTON: Yeah.

MS. KROLL: And they take this
number and then they --

MR. PATTON: And we're | ooking at
that --

MS. KROLL: -- adjust --

MR. PATTON: -- fifty-two-mllion-
dol | ar endi ng bal ance.

MS. KROLL: They're adjusting for
the deferred payroll, which I think is -- and
the reserve for encumbrances.

MR. PATTON: Yeah, deferred payroll
I's right here. And what ?

MS. KROLL: And their --

MR. PATTON: Reserve for
encumbrances?

MS. KROLL: Yes.

MR. PATTON: That's right here.
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MS. KROLL: So they back that out
and come up to a new adjusted Controller's --

MR. PATTON: Okay.

MS. KROLL: -- bal ance.

MR. PATTON: Okay. Okay. Al |
right. Al'l right. So bottom line is you
don't know about discrepancies prior to that
year you | ooked at?

MS. KROLL: No.

MR. PATTON: And you never were able
to figure out where in the prior year
adjustments these errors had occurred?

MS. KROLL: No. Once we -- once |
came up with a formula, | could prove to
Freda, the accounting chief, that this has to
be correct because it m ght come back into
having all the other figures in there, | can
back into this figure, this works. And so
every year after that, we prepared these to
use as working papers to help the budget shop
report correctly.

MR. PATTON: So again, you're
showi ng me your fund statement for year ending
June 30, 2011, and it's right. This is

what -- these are the numbers that end up
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going to the

MS. KROLL: Yes. If you compare --

MR. PATTON: Yeah.

MS. KROLL: -- this post-closing --

MR. PATTON: Yeah.

MS. KROLL: -- this will match the
post-closing trial --

MR. PATTON: Yeah.

MS. KROLL: -- balance in the
financial statements reported to Controllers.

MR. PATTON: Okay. So basically,
you identified a twenty-six-mllion-doll ar

di screpancy,

continues to get

according to these reports, it was 26,825,000
when you first | ooked at it for '01-'02, and
then it went up a little bit to twenty-nine
mllion for '02-'3, back down to 26,494 for
'04. Then it started dropping a little bit,
23.9, 21.5, and then we've hovered the | ast
five years right around twenty million.

What -- do you know anything about
why it grew the year after you first spotted
it to twenty-nine mllion?

MS. KROLL: No, | don't know

Page 70

carried forward.

Controller's office?

and then this discrepancy

It --

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

specifically. | believe, because | can see

that -- well, here they were off in the
revenues. Actual revenues were eighty-one
mllion; they only reported sixty-two.

MR. PATTON: For ' 03.

MS. KROLL: The expenditures were
right on.

MR. PATTON: Okay. All right. So
we' ve got - -

MS. KROLL: So --

MR. PATTON: So it |l ooks to me

li ke -- when | | ook at these numbers, and
you're pointing out -- so you're -- okay.
That's very hel pful. You're pointing out to

me that actual revenues and reported revenues
for fiscal year ending June 30, '"03, in the
SPRF fund are nineteen mllion different,
ei ghteen mllion different --

MS. KROLL: It appears to be, yes.

MR. PATTON: -- closer to
twenty-million-dollar different?

MS. KROLL: Yes, as well as the
prior year adjustment --

MR. PATTON: Yeah.

MS. KROLL: -- is off the opposite
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direction.

MR. PATTON: Ri ght . So --

MS. KROLL: So --

MR. PATTON: But see, when |I'm --
what | see here then is that we're very much
on target, and for '"06 to the current time --

MS. KROLL: Yes.

MR. PATTON: -- these numbers track.

MS. KROLL: Yes.

MR. PATTON: These are good.

MS. KROLL: Yes.

MR. PATTON: But back in '"03, we've
got a big discrepancy there, and of course,
the fund condition, the budget office report
versus the actual balance reported to the
Controller, is the top line here, and that's
al ways stayed several millions off.

MS. KROLL: Yes.

MR. PATTON: This is the --

MS. KROLL: Yes.

MR. PATTON: -- unreported amount
of -- this is the error being carried
forward --

MS. KROLL: Yes.

MR. PATTON: -- year after year?
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MS. KROLL: Yes.

MR. PATTON: So what | guess |I'm
seeing is that the error that is being
perpetuated may have al so been compounded by
some additional --

MS. KROLL: Yes.

MR. PATTON: -- budget office
errors.

MS. KROLL: Yes.

MR. PATTON: Okay. Who -- when you
started back in 2000 -- is that right?

MS. KROLL: Yes.

MR. PATTON: -- Freda was the
accounting chief?

MS. KROLL: Correct.

MR. PATTON: And Becky was the
budget officer?

MS. KROLL: Correct.

MR. PATTON: And goi ng back earlier
t han that, do you have knowl edge of who was
t hose -- how | ong had Becky been the budget
officer before you got there? Do you know?

MS. KROLL: | don't know.

MR. PATTON: Okay.

MS. KROLL: | just know she'd been

Page 73

n

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

t here for

years and years and years.

MR. PATTON: Okay. So to your

knowl edge, she was the one in charge of the

budget si

MR. PATTON: -- going well beyond
your arrival ?

MS. KROLL: Oh, yes, yes.

MR. PATTON: And Freda -- Freda?

MS. KROLL: Freda had been there
for -- | don't know for sure, but | think she
came on board in about 1996, but | could be
wr ong.

MR. PATTON: From what |'ve seen, it
| ooks Iike this discrepancy started to hatch
in the latter '90s because |'m seeing -- and
understand, you've told me you've not gone
back and exam ned this. In fact, can you - -

de - -
MS. KROLL: Oh, yes.

do you even have --

records t

MS. KROLL: No.

MR. PATTON: -- the records?
MS. KROLL: We don't have any
hat go back that far.

MR. PATTON: Okay.

MS. KROLL: No accounting records
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t hat go back
MR.

knowl edge of

that far.

PATTON: And do you have any

whet her or not people on the

budget side might have records?

MS. KROLL: | know that they've
| ooked and - -

MR. PATTON: Okay.

MS. KROLL: -- to my understanding,
they do not.

MR. PATTON: And who's in charge of
t he budget side right now?

MS. KROLL: Ri ght now is Elsie
Brenneman.

MR. PATTON: Okay. So they've
| ooked; they can't find them either. Freda
and - -

MS. KROLL: Can | just qualify that
statement ?

MR. PATTON: Yeah, absolutely, sure.

MS. KROLL: According to the DGS

retention schedule for

accounting records and

budgeting records, we only are required to
keep five years, the current year and four
prior.
MR. PATTON: Well, | get that, but
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when you're dealing with ten years' worth of
di screpancy - -

MS. KROLL: Yes.

MR. PATTON: -- that might change
your perspective about -- anyways about
whet her or not it would be good to have --

MS. KROLL: | " m just saying. [''m
just saying.

MR. PATTON: | hear ya.

What | want to know is Freda and
Becky were in charge of Accounting and Budget,
respectively. To your -- when you -- when
this was brought to your attention, when Becky
asked Freda for help in understanding this,
which was in "0l when it was brought to your
attention, was it -- did you have an
I mpression whether this was the first Becky
had ever |earned of it, become aware of this?

MS. KROLL: As | recall, she said
t hat there has been a discrepancy and it seems
to be going fromyear to year, and we need to
figure out what it is.

MR. PATTON: So she at | east
I ndi cated - -

MS. KROLL: So | --

Page 76

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: -- she was aware of --

MS. KROLL: -- think that she did
know.

MR. PATTON: She was at | east aware
It had been in existence for some time?

MS. KROLL: Yes.

MR. PATTON: But she didn't indicate
to you when she first --

MS. KROLL: No.

MR. PATTON: -- discovered --

MS. KROLL: No.

MR. PATTON: But she did indicate
that from year to year we've been having this
di screpancy?

MS. KROLL: Yes.

MR. PATTON: Okay. And was -- to
your understanding, was it first brought to
Freda's attention then also in "0l when Becky
came asking for help with it?

MS. KROLL: As far as | know, yes.

MR. PATTON: Okay. Freda never said
anything that indicated she had known about it
earlier than that?

MS. KROLL: No, but --

MR. PATTON: Okay.
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MS. KROLL: -- Freda would not have
daily conversations with me. | was - -

MR. PATTON: Who -- so if the
problem lies in prior year adjustments, who
cal cul ates up these prior year adjustments?
They go in the accounting report? Your
section's report, the actual s?

MS. KROLL: Yes.

MR. PATTON: That is part of the
actual report?

MS. KROLL: Yes, yes.

MR. PATTON: s that where the -- is
t hat where they originate, prior year
adjustments? |Is that who first tries to --

MS. KROLL: Prior year adjustments
can be prior year revenue that's earned, that
I's now com ng ear ned. It could be
expendi tures against a prior year
appropriation that's occurring in the current
year.

MR. PATTON: What |I'mtrying to
understand is who in the shop is responsible
for calculating them and reporting them? |Is
it the accounting --

MS. KROLL: The budget - -

Page 78

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: -- side?

MS. KROLL: No. The budget s

MR. PATTON: The budget offic

MS. KROLL: Yes. We do repor
because, on the accounting side, every
appropriation that we have, regardl ess
fiscal year or the enactment year of t
appropriation, the Controller's office

part of the fund.

MR. PATTON: It's part of you
report, but I"'mtrying to --

MS. KROLL: It is.

MR. PATTON: -- figure out fr

where does prior year adjustments orig
and |I'm not so much substantively, but
generates the first report that includ

year adjustments, and it sounds to me

hop.
e?

t

of the
he

is all

r

om
I nat e,
who

es prior

li ke you

said it's budget, and they give it to you to

i nclude in your report.
MS. KROLL: No. No. Prior vy
adjustments are happening all year | on
MR. PATTON: Okay.
MS. KROLL: And every --
MR. PATTON: Who tracks them?

responsi ble for tracking them?

ear

g.
Who' s
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MS. KROLL: We -- the accounting
shop is responsible for reconciling every
month to the Controller's office for
current-year expenditures, prior year
expenditures, revenues, everything. So on a
mont hly basis, we are in sync with
Controllers. If there's reconciling items,
then we've posted something wrong, and it
needs to be fixed. So that goes throughout
the year.

At the end of the fiscal year, there

Is a report; it's a final budget report that
shows all the expenditures, all the

encumbr ances. Any other adjustments are in
this same report. It's by appropriation |evel
within the fund. So we report that
Controller's -- to the State Controller's

Of fice. Al'l of those adjustments to prior
year all roll in -- when you close at the end
of the year, they all close into that fund

bal ance.

MR. PATTON: So they're being
tracked - -

MS. KROLL: So - -

MR. PATTON: -- by the accounting
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side?

MS. KROLL: They are being tracked
by the accounting side. And we - -

MR. PATTON: So if the number gets
of f by nine, fourteen, twenty mllion, the
recording of it is occurring in the accounting
si de. So when these prior year adjustments
got off kilter, for whatever reason, that's
occurring then in the accounting section?

MS. KROLL: Fal se.

MR. PATTON: No ?

MS. KROLL: We are always in --
reconciled to the Controller's office records.

MR. PATTON: Okay.

MS. KROLL: What ever they're
posting, we're posting. What ever we're
posting, they're posting. So we're al ways --

MR. PATTON: So to prior --

MS. KROLL: -- posting the same
documents.

MR. PATTON: Wai t . Let me restate
It then. The prior year adjustments being
reported through the accounting side to the
Controller are always reconcil ed?

MS. KROLL: Correct.
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MR. PATTON: They never fell off the
tracks?

MS. KROLL: Correct.

MR. PATTON: Where it fell off the
tracks was over on the budget side?

MS. KROLL: Correct.

MR. PATTON: So somewhere along the
|l ine then, if the prior year adjustment number
never came off the tracks in Accounting,
somewhere then Budget, on the budgeting side,
either errantly or intentionally mi ssed input
for their reporting purposes the prior year
adj ust ments?

MS. KROLL: Correct.

MR. PATTON: Al'l right. "' m goi ng
to give you a theory. Let me ask you what you
think of my theory. You haven't -- | mean,
you don't -- | haven't seen any more records
t han you have. | " ve only seen these numbers
where | see a discrepancy of nine-and-a-half
t hat goes to fourteen that goes to twenty that

goes to twenty-six.

When | see -- and | don't have
numbers prior to '08, but when | see a growth
pattern, | see something that is -- that's an
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indicia to me of someone knowi ngly i

nputting

i ncorrect numbers because it's either that or

we're commtting an error year after year, a
simlar type of error, but | can understand a
one-time error; | can't understand when the

same thing gets repeated over and over, and |

see a growth in the disparity which

apparently all traces back to prior

al | - -

year

adj ust ments. Does this suggest to you in your

m nd that -- does that | ook more int
or accidental to you?
MS. KROLL: | know up until

point that it was --

entional

t his

MR. PATTON: What do you know?

MS. KROLL: | don't know because |

wasn't there.

MR. PATTON: What do you think, you

specul ate? Go ahead and specul ate because |

don't --

MS. KROLL: What | remember

bei ng

told is that Becky realized that she had this

di screpancy for several years, and she needed

to understand how the budget shop was maki ng

the m stakes; how is this not being

correctly. Each year, we woul d get

reported

t hat memo
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from Department of Finance --

MR. PATTON: Yeah.

MS. KROLL: -- saying, you -- what
you reported in your fund condition
statement --

MR. PATTON: We're going to turn to
that memo in one second.

MS. KROLL: -- doesn't match. And
so | think she --

MR. PATTON: She wanted to know why.

MS. KROLL: She wanted to know why.

MR. PATTON: Okay. Let me stop you
there for a second.

MS. KROLL: Yes.

MR. PATTON: We're going to go to
that memo in just a second. So what your
I mpression was was that Becky was disconcerted
and wanted to know. She was confused as to
why this error, why this discrepancy existed.

MS. KROLL: That's what | believe.

MR. PATTON: And it sounds to me
| i ke she's at -- in a position higher than the
actual level of the people who are inputting
these numbers, because somewhere over in

Budget - -
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MS. KROLL: | don't think anyone in
Budgets ever did a fund condition statement
ot her than Becky.

MR. PATTON: But someone has a prior
year adjustment number that's apparently
different than the accounting prior year
adjustments that are going into the bal ance
statement.

MS. KROLL: Ri ght .

MR. PATTON: Ri ght ?

MS. KROLL: Ri ght .

MR. PATTON: Where in Budget are we
going to find the person who is inputting
prior year adjustment numbers?

MS. KROLL: They're not inputting
any prior year adjustment numbers into
CALSTARS.

MR. PATTON: Correct. They're
putting it into the --

MS. KROLL: They can't.

MR. PATTON: -- budget report
t hough - -

MS. KROLL: Yeah.

MR. PATTON: -- the fund condition

statement .
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MS. KROLL: Yes. Becky prepared the
fund condition statement.

MR. PATTON: Not all by herself.

MS. KROLL: Yes, | believe she did.

MR. PATTON: So | guess |I'm not
under st andi ng.

MS. KROLL: Becky did a |lot of the
work in budgets herself. She did the 10 --
schedul e 10s, the 10Rs, 10Ss, and she prepared
the fund condition statements herself --

MR. PATTON: Ri ght .

MS. KROLL: -- as the budget
of ficer.

MR. PATTON: | guess what -- | mean,
| am going to end up asking her the very same
set of questions. But what | keep hearing
fromyou is that you've reconcile -- the prior
year adjustments being reported out of
Accounting in the CALSTARS over to the
Controller's office, they're correct; they're
continuously reconcil ed.

MS. KROLL: Correct, yes.

MR. PATTON: So there's not an error
on that side.

MS. KROLL: That's correct.
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MR. PATTON: Somehow t he fund
condition statement com ng out of Budget is
i ncorrect --

MS. KROLL: Yes.

MR. PATTON: -- to the tune of a
mllion -- twenty mllion dollars or more.

MS. KROLL: Yes.

MR. PATTON: And it's traceable to
an error in what Budget has for their fund --
for their prior year adjustments.

MS. KROLL: Yes.

MR. PATTON: How does t hat happen if
your prior year adjustment numbers are correct
out of Accounting?

MS. KROLL: | think the budget -- |
think Becky didn't fully understand these
CALSTARS reports that she could have been
using to figure out the prior year
adj ust ments.

MR. PATTON: So she was
I ndependently arriving at prior year
adj ust ment numbers?

MS. KROLL: Yes, yes.

MR. PATTON: Not using your numbers?

MS. KROLL: Correct.
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MR. PATTON: Ah.

MS. KROLL: Yes.

MR. PATTON: Okay.

MS. KROLL: And what | don't
understand is once | figured out what the
formula is, what reports you should | ook at
and where you should | ook on those reports,
once | figured it out, they didn't fix it, and
they haven't fixed it for the ten years that
|"ve been here.

MR. PATTON: Okay.

MS. KROLL: And every time | brought

It up and asked, at |east a dozen times over

the last ten years, | keep getting told the
same thing: it's political; if we tell
finance we have the money, they will cut our

general fund budget.
MR. PATTON: Al'l right. Let's then
cover that history of -- because | know -- and

| can sense the frustration in your voice.

MS. KROLL: Well, and | want to show
you - -
MR. PATTON: Yeah.
MS. KROLL: -- 1 did find some more
documentation, and | know we tal ked about
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this. Our accounting shop has earned the
Certificate of Excellence in Government
Reporting from the State Controller's Office
every year since before | got here, probably
since 2000, | believe. And as | became the
accounting chief, it became increasingly more
frustrating for me. One of the criteria to
win that award is you have to be within a
hundred -- the governor's fund condition
statement in the governor's budget has to be

within 100, 000 doll ars of what the financi al

statements -- the reported financi al
statements, and it wasn't. So | started
having my staff prepare -- this is at the end

of the year after we go and review the

statements. These are all the funds that we
got certificates for, and you'll notice
t hat - -

MR. PATTON: Does this come from
DOF?

MS. KROLL: This comes from State
Controller's Office.

MR. PATTON: Okay. Controller's
office is --

MS. KROLL: Yes.
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MR. PATTON: -- issuing these

orders?

MS. KROLL: Yes.

MR. PATTON: Okay.

MS. KROLL: And so you'll see Fund
392 is not listed on there nor is Fund 362,
which is -- or 263 and 392, Off Hi ghway

Vehi cl e and SPRF.

MR. PATTON: Right, right.

MS. KROLL: We've never received
this award.

MR. PATTON: Okay.

MS. KROLL: And | became
Il ncreasingly irritated because we work hard on
this side to do what we're supposed to do, and
it -- they didn't fix this fund condition.

MR. PATTON: “"They", budget side?

MS. KROLL: Budgets and - -

MR. PATTON: And management ?

MS. KROLL: And management .

MR. PATTON: Got it.

MS. KROLL: So every year |'d send

the e-mail out to the staff and including -- |

don't see his name right on here. This is the

staff that prepares statements. That's a good
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one to show you. But every year | would
report it up the chain to, oh gosh, Manuel
Lopez - -

MR. PATTON: I know that's what
we're | ooking for. This is 2011.

MS. KROLL: -- Alaya Pascal, Gail
Bowman. And in each of these, | would say --

MR. PATTON: Oh, here it is, here.

MS. KROLL: Yes, right. Sorry.

MR. PATTON: You're forwarding --

MS. KROLL: | " m | ooking at --

MR. PATTON: You're forwarding
Lisa's e-mail.

MS. KROLL: Yes.

MR. PATTON: So you're sending up --

MS. KROLL: ' m sending it --

MR. PATTON: -- the | adder.

MS. KROLL: -- up the chain --

MR. PATTON: Yeah.

MS. KROLL: -- to say --

MR. PATTON: Yeah.

MS. KROLL: -- we got -- we're
getting awards for all these funds --

MR. PATTON: Got it.

MS. KROLL: -- and one of the

Page 91

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

reasons we did not get an award is because --

MR. PATTON: Got it.

MS. KROLL: -- the fund bal ance in
our annual report was not within 100, 000 of
t he ending fund bal ance in the governor's fund
condition statement.

MR. PATTON: Read that last |ine.

MS. KROLL: "These two reasons are
beyond Accounting's control."

MR. PATTON: That's been your
frustration the whole time?

MS. KROLL: That has been ny
frustration.

MR. PATTON: Yeah. You' ve been
telling them --

MS. KROLL: Yeah.

MR. PATTON: -- and it doesn't get
fixed.

MS. KROLL: | mean, there are
certain things that we can't control --

MR. PATTON: Yeah.

MS. KROLL: -- which, reason number
one, we try our best, but we can't control it.
We try and get -- our accruals have to be

within ten percent high or |low, the actuals,
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when those bills come in, of what we said we

needed to pay out, and sometimes it doesn't

happen.

MR. PATTON: So you've been maki ng
the same statement -- you brought me these
e-mails.

MS. KROLL: Yeah.

MR. PATTON: You've been making the
statement going back to '07.

MS. KROLL: To about '07 when |
became the accounting chief.

MR. PATTON: Can | keep these --

MS. KROLL: Yes.

MR. PATTON: -- these remaining?

MS. KROLL: Yes.

MR. PATTON: Al'l right.

MS. KROLL: | think there's one year

where we did not make the statement, and it

was when | had -- Lisa Ortega took over, and
there was a little | apse. And | just wanted
to make sure that | was telling upper

management - -
MR. PATTON: Yeah.
MS. KROLL: -- this is why we're not

getting the certificates.
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MR. PATTON: Al'l right. Let's go to
what you just said, which was that over the
years you've told something like twelve
people --

MS. KROLL: Well, probably a dozen
times, many of the people --

MR. PATTON: A dozen times you've

told some of the same people.

MS. KROLL: | asked Becky Brown - -
MR. PATTON: So let's say -- well,
| " m going to chart out the history. Back in

"01l, you reported your findings and the
di screpancy, which is traceable to the prior
year adjustments, to Freda and to Becky.

MS. KROLL: Correct.

MR. PATTON: Anybody el se?

MS. KROLL: | think there was a
coupl e of Becky's staff. There was a more
general meeting, and | believe my boss, Cheryl
Kilzer, was in that meeting. | don't remember

who the budget office staff were.
MR. PATTON: But some ot her people
I n Budget staff, you think, probably also --
MS. KROLL: Yeah.
MR. PATTON: -- were aware.
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MS.
MR.
MS.
MR.

KROLL: Yes.

PATTON: Okay.

KROLL: Yes.

PATTON: But ot her than Cheryl

Kilzer, you don't know who?

MS.
should just -
MR.
Budget ?
MS.
MR.
MS.
was t here at
MR.
MS.

in a room ful

KROLL: Up the chain, no. |t

PATTON: Down the chain in

KROLL: No.
PATTON: No.

KROLL: No, | don't remember who
the time.

PATTON: It's just -- okay.
KROLL: | just remember it was

| of people, and Freda wanted me

to explain how I arrived at my numbers --

MR.
MS.
used and why
MR.
with accounti
MS.
MR.
MS.

PATTON: Okay, okay.

KROLL: -- and what reports |

| used the numbers that | used.
PATTON: So there was a room
ng --

KROLL: Yeah - -

PATTON: -- side and --

KROLL: -- so it was |ike a
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little --

MR. PATTON: -- budget
and you're |like --

MS. KROLL: Yes.

MR. PATTON: -- here, |

where there's --

side peopl e,

figured out

MS. KROLL: It was |like a little

training session.

MR. PATTON: -- a disconnect here,
and | think I figured it out, prior year
adj ustment s.

MS. KROLL: Correct.

MR. PATTON: And -- but when you
said that Becky and Freda -- you spoke with

t hem both, and both of them conf

that they'd spoken with people

irmed to you

n Exec and it

was political, and nothing was going to be
done?

MS. KROLL: Yes. | remember going
back and questioning Freda. It mi ght have

been a year or two years | ater -
MR. PATTON: Yeah.
MS. KROLL: -- and sayi
still --

MR. PATTON: Yeah.

ng this is
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guestion

directly

of Becky?

MS. KROLL: To Becky, yes.

MR. PATTON: Anybody el se you
asked that question to?

MS. KROLL: No.

MR. PATTON: Then Manny comes in in
' 057

MS. KROLL: Ri ght .

MR. PATTON: So, so far, the people

above you who you've asked are Becky and

Freda?

MS. KROLL: Correct.

MR. PATTON: Manny comes in; he sees
It You ask him also?

MS. KROLL: | tell -- he came to ask
me - -

MR. PATTON: Yeah

MS. KROLL: -- what's going on, and
| told him what | knew, and | said, you need

to go talk to M chael Harris, which actually

believe was in this office at that time.

MR. PATTON: Okay, in the --
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MS. KROLL: | said, you need to talk

to M chael --

MR. PATTON: This office, you mean
the head of --

MS. KROLL: -- take himup to your
bosses.

MR. PATTON: -- admin services?

MS. KROLL: There's nothing | can do
about it.

MR. PATTON: Okay.

MS. KROLL: | keep getting told this

I's political.

MR. PATTON: Okay.

MS. KROLL: We can't report this or

they'll cut our general fund.

MR. PATTON: Yeah.

MS. KROLL: Whi ch Finance did

anyway, so it didn't make any difference

but - -
MR. PATTON: Yeah. Now,
time, in '0 -- so Manny told you,

with Harris

MS. KROLL: Yes.

at the

| " ve tal ked

MR. PATTON: -- and nothing's going

to happen with this?
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MS. KROLL: Exactly. He said, | got
the same story that you've heard --

MR. PATTON: Yeah.

MS. KROLL: -- in the past.

MR. PATTON: Now, back in '"01 and
02, when you first started having a dial ogue
with Becky and Freda about this, at the time
the Chief Deputy Director and the head of
adm n services was a Denzil Verardo?

MS. KROLL: Correct.

MR. PATTON: Did you ever meet him?

MS. KROLL: Probably once.

MR. PATTON: So he was headi ng out
shortly after you came in? | mean, he's there

as of July 2002.

MS. KROLL: | honestly don't
remember when Denzil left, but | never saw
Denzil in my position as a Senior Accounting
Of ficer Specialist. | wouldn't have any --

MR. PATTON: Let me ask you --

MS. KROLL: -- reason to interact
wi th him

MR. PATTON: -- the question this
way . Your understanding was that Freda and

Becky, in '02, reported to Tom Domi ch?
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MS.
correct.

MR.
Orrick char
Denzil Vera

MS.

MR.

the directo

MS.

been Rusty

MR.

have i ndica

poi nt - -

MS.
MR.

1, '01, it

MS.
MR.

So I'"'mthin

KROLL: They did; that's

PATTON: Okay. And from this
t, it looks |like he reports to
rdo.

KROLL: That's correct.

PATTON: And Denzil reports to

r who then was Ruth Col eman.

KROLL: | think that mi ght have
Areias; | don't remember.

PATTON: The Orrick charts |
te it was Rusty until '"01 at some

KROLL: Okay.

PATTON: -- and as of September
was Ruth - -

KROLL: Okay.

PATTON: -- as acting director.

king it was Rusty into '"01 at some

poi nt .

MS. KROLL: Okay.

MR. PATTON: But back in -- you
first discovered it in the fall of '01, and
Rusty was the director at the time. And then

t here was a

Chi ef Deputy Director, Mary

Page 100

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

Wi ght.

MS. KROLL: The name sounds famili ar

but | --

MR. PATTON: ' m sorry. The head of

adm n services. The Chi ef Deputy Director and

t he person over adm n services was Denzi

Ver ardo?

MS. KROLL: Correct.

MR. PATTON: But nobody ever

specifically said, we've discussed it with

Denzil or Rusty?

MS. KROLL: No, no.

MR. PATTON: Okay. Was it -- and it

wasn't until

02 that Becky and Freda say,

yeah, we -- you discover the error in '"01, but

it's not until

02 when we're com ng up on

budget time again --

MS. KROLL: Ri ght .

MR. PATTON: -- that does -- now the

error's still
the conversati

t his?

there, and that's when you have

on, what are we doing about

MS. KROLL: Right.

MR. PATTON: And that's when Becky

and Freda say,

we've discussed it with the
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peopl e upstairs --

MS. KROLL:

MR. PATTON:
change?

MS. KROLL

MR. PATTON:

the same thing.

MS. KROLL

MR. PATTON:
besi des Manny did you

MS. KROLL:
Tayl or - -

MR. PATTON:

MS. KROLL
of ficer after --

MR. PATTON:
Manny got - -

MS. KROLL:

MR. PATTON:
Services Director.

MS. KROLL

Ri ght .

-- we're not

Ri ght .

maki ng a

Okay. Manny tells you

Ri ght .

And then who el se

report this

to?

Actually, Cheryl

Okay.

-- was the next budget

Okay. Took

Yes.

-- elevated

And she al so

that there was a problem

MR. PATTON:
MS. KROLL

Okay.

And she al so

to me and said, Dorothy, what are

over when

to Admi n

noti ced

came over

we doi ng,
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what is this department doing, this doesn't
mat ch. And | told her the same story, and |
suggested she take it up with her boss and --

MR. PATTON: Who woul d be Manny.

MS. KROLL: Who woul d have been
Manuel at the time.

MR. PATTON: Okay. Did you ever
talk with Cheryl more about it?

MS. KROLL: | have talked with
Cheryl . Since this whole thing blew up in the
papers, we had spoken.

MR. PATTON: Okay. Tell me about
It. What are you --

MS. KROLL: She told --

MR. PATTON: -- hearing from her?

MS. KROLL: She told me that she had
conversations several times during the budget
devel opment process with M chael Harris in the
room Ruth in the room Manuel Lopez in the
room, and herself.

MR. PATTON: Where the subject of
the discrepancies come up?

MS. KROLL: They have come up.

MR. PATTON: Okay.

MS. KROLL: | don't know to what
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extent.

MR. PATTON: So Cheryl's telling you
more recently in conversations that she --

MS. KROLL: Yes.

MR. PATTON: -- was in the room
during a number - -

MS. KROLL: Yes.

MR. PATTON: -- of conversations
where everybody was there, Ruth, M chael
Harris, Manny - -

MS. KROLL: Manuel . I don't know - -
those are the names that come to mi nd. I
don't know if there were more people in the
room or not. At the time --

MR. PATTON: This is the first that
you'd ever heard that Ruth was involved in any
of these conversations?

MS. KROLL: Wth Cheryl telling me,
yes.

MR. PATTON: Yeah. Nobody el se has
ever indicated to you that --

MS. KROLL: | " ve never heard from
anyone el se. Her name has never come up.

MR. PATTON: And Manny never came

back and said, |'ve talked with M chael,
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M chael's talked with Ruth?
He did tell

Mi chael

MS. KROLL:

times over the years,

it's political.

knows about

me sever al

It

MR. PATTON: No, | get that.

MS. KROLL: Yeah.

MR. PATTON: My question was, Manny
never said to you, |'ve talked with M chael
Mi chael knows about it, M chael says he's
tal ked with Ruth; he never said that?

MS. KROLL: No, no.

MR. PATTON: Okay. So Cheryl is --
Cheryl told you -- you said that she's been i
the room several conversations with Ruth,

M chael, Manny. Anybody el se? Any other of
the division deputy directors?

MS. KROLL: Actually, she
mentioned -- | think it was -- his name is
Brenden Murray or Brenden Murphy. He i s not
part of our department. | don't know if he
wor ked for -- | want to say it was our LAO
anal yst, but | don't know. | never met him
But | believe Cheryl said that he was in the
room.

MR. PATTON: When - -
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MS. KROLL: When they talked

about -- there was talk without revenues,
possi bly increasing revenues, but | was not
t here. Cheryl would be able to tell you
exactly --

MR. PATTON: Did Cheryl indicate to
you specifically that the topic of the fund
di screpanci es was discussed?

MS. KROLL: She said they all knew.

MR. PATTON: Okay.

MS. KROLL: But that's only after
this whole thing blew up in the papers.

MR. PATTON: Yeah, | get you.

MS. KROLL: Yeah. At the time that
Cheryl was the budget officer, she and | had
several discussions about this discrepancy and
how it could help. We knew that our folks in
the field were trying to operate the parks on
| ess than a shoestring budget, and this could
really help. And the thought was al ways,
they're going to cut our general fund, we
can't do anything about it.

MR. PATTON: So you talked to Cheryl
about this over the years when you worked

toget her --
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MS. KROLL: Yes.

MR. PATTON: -- a number of times?

MS. KROLL: Yes, yes.

MR. PATTON: What was -- and you
sort of indicated to me you were frustrated
with this ongoing failure to report this --

MS. KROLL: Yes.

MR. PATTON: -- and inability to
use - -

MS. KROLL: Yes.

MR. PATTON: -- what hasn't been
reported.

MS. KROLL: Yes.

MR. PATTON: And did you -- did
Cheryl say -- share that same kind of

frustration or --
MS. KROLL: | think she was
frustrated --

MR. PATTON: Yeah.

MS. KROLL: -- yeah.
MR. PATTON: Let's go to the -- talk
about these memos for a second. Last ti me,

when we first met, you gave me copies of memos
t hat had come out of, you told me, the

Depart ment of Finance, Yvonne Stewart, in June
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5 of

tal ki ng about

readi ng of

memos, that

addressed to budget

www. dof . ca. gov.

MS.

this is a li

keeps so that

MR.

MS.
officers --

MR.
list --

MS.

MR.

MS.

MR.
Is the name
right?

MS.

MR.
position?

MS.

'"03 and al so

t hese

in April, April 8 of '02,

fund bal ance differences, and nmy

i ndicates to me that the

you explain it to me, they're

operations at
This would come to you?

KROLL: No. This -- | believe

st that Department of Finance

any special notifications to --

PATTON: All right. So this is
KROLL: -- department budget
PATTON: -- group address

KROLL: | believe so.

PATTON: -- of budget officers.
KROLL: Of budget officers.
PATTON: So -- and Cheryl Kaiser

who's forwarding this to you,

KROLL: Yes.
PATTON: And what was Cheryl's
KROLL: She was my supervisor.
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MR. PATTON: Back in '02 --

MS. KROLL: Yes.

MR. PATTON: -- '037?

MS. KROLL: Yes.

MR. PATTON: Okay. So she's not the
accounting chief --

MS. KROLL: No.

MR. PATTON: -- but she's above you
i n Accounting?

MS. KROLL: No. And when | was - -

MR. PATTON: I n Accounting, she was
I n Accounting?

MS. KROLL: Correct.

MR. PATTON: Okay.

MS. KROLL: And when | was given the
assignment to | ook at fund conditions, the
only document that | was given from the budget
shop was this memo so that | would understand
what | was trying to reconcile to, and that's
all they gave me. | had to do all the other
research on my own.

MR. PATTON: So | see in these memos
from Finance in '02 and '03 that the SPRF and

the Off Hi ghway Fund -- well, don't et me
m sspeak. This one is the '"03 report. Whi ch
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is the earlier of the 20027

MR. MATTSON: '02.

MS. KROLL: | think this one.

MR. PATTON: This one? |In a report
with the cover mail from Finance April 8, '02,
we have a Off Hi ghway Vehicle fund and the
SPRF fund |isted among many funds in different
agencies where there are discrepancies, right?

MS. KROLL: Correct.

MR. PATTON: And for Off Hi ghway
Vehicle, we see an underreport of what,
el even-and-a-half mllion?

MS. KROLL: Yes.

MR. PATTON: And for SPRF, 22.765
mllion, right?

MS. KROLL: Yes.

MR. PATTON: And then | only see
SPRF listed -- this number 3790 is a Parks and
Rec account number apparently.

MS. KROLL: Correct.

MR. PATTON: And this is a budget
account number within --

MS. KROLL: Correct.

MR. PATTON: -- Parks, which is --

what's that number? 03927
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MS. KROLL: 0392.

MR. PATTON: That's SPRF. And |
don't see Off Vehicle -- Off Highway Vehicle
listed on this "03 report.

MS. KROLL: Correct.

MR. PATTON: It would be in this
section if it were going to be reported,
right?

MS. KROLL: Yes.

MR. PATTON: Okay. Under 3790. So
now | only see SPRF with an underreport of
26, 825 - -

MS. KROLL: Correct.

MR. PATTON: -- which matches up
with the other numbers we saw for that year.

MS. KROLL: Correct.

MR. PATTON: Now, this was telling
us that -- from Finance that -- it's telling
all budget officers recent -- that state
Controller's review revealed many differences
bet ween correspondi ng prior year fund bal ances
in the SCO s annual report and the governor's
budget . So they recognize there's
di screpanci es - -

MS. KROLL: Yes.
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MR. PATTON: -- among many agenci es.

MS. KROLL: Yes.

MR. PATTON: And basically, this
memo says "fix it", right?

MS. KROLL: Correct.

MR. PATTON: And to your knowl edge,
certainly the SPRF fund never got fixed.

MS. KROLL: Correct.

MR. PATTON: Then you indicated to

me, these are the only two years you ever saw

t his.

MS. KROLL: Correct.

MR. PATTON: And it's the same cover
message; the e-mail from Finance is identical

message from two and three.

MS. KROLL: Correct.

MR. PATTON: Here are some
di fferences between the Controller and DOF
reports, fix them --

MS. KROLL: Correct.

MR. PATTON: -- or explain what's
going on, right?

MS. KROLL: Correct.

MR. PATTON: And then what's your

understanding -- and you save these two.
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MS.
MR.

KROLL:

Ri ght .

PATTON: These were the only two

years you ever saw

MS.

the reason - -

MR.

KROLL:

PATTON:

t his?

That i s correct. | - -

What's your

understanding as to why you didn't keep seeing

this in ensuing years?

MS.

KROLL:

t he budget office,

well, this |ooks Ii

every year.

MR.
June.

MS.
| at e.

MR.

MS.

PATTON:

KROLL:

PATTON:

KROLL:

out the formula and

| had was just give

These went straight to
and | don't know when --

ke they're sent in April of

This one happened to be

That one's a little

Yeah.

But after | had figured

| -- the only portion that

them that every year, and

it's up to Budgets to report what they should

be reporting.

So t

saw anot her one of

hat's what | did. | never

t hese. | don't know if

this continues today.

MR.

PATTON

: Okay. You don't know.
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You -- those are the --

MS. KROLL: | don't know.

MR. PATTON: -- only ones you ever
saw?

MS. KROLL: That's correct.

MR. PATTON: Okay. Very good. Now,
in the most recent couple of years, you told
us you tal ked about this disparity with Freda,
with Becky, with Manny, Cheryl Tayl or. Who
el se?

MS. KROLL: Marilyn Evans Jones.

MR. PATTON: And what was -- who --
what was her position?

MS. KROLL: She was a manager in the
budget shop. She worked for Cheryl Tayl or.

MR. PATTON: Okay.

MS. KROLL: And she specifically --
after Cheryl left the department, Marilyn was
assigned by Elsie Brenneman to | ook at this
OHV di fference --

MR. PATTON: Okay.

MS. KROLL: -- and this thirty
mllion dollars.

MR. PATTON: Ok ay

MS. KROLL: She wanted to know what
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happened, why was - -

MR. PATTON: Marilyn Evans Jones
still working here in Budget?

MS. KROLL: No. She wor ks for
Depart ment of Devel opmental Services --

MR. PATTON: Okay.

MS. KROLL: -- in their budget shop.

MR. PATTON: So your new budget
officer, Elsie Brenneman, asked Marilyn Evans
to | ook at this?

MS. KROLL: Just the OHVs.

MR. PATTON: Oh, just the OHV?

MS. KROLL: Yes. And she
specifically asked about this year where the
thirty mlIlion was reported backwards.

MR. PATTON: That's just for year
endi ng June 30, 20107

MS. KROLL: Yes, yes.

MR. PATTON: The wrong is with the
plus instead of a negative?

MS. KROLL: Correct.

MR. PATTON: So she asked Marilyn
Evans Jones. So Marilyn Evans hasn't done any
specific work, to your know edge, about SPRF

di sparity?
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MS. KROLL: Not to my knowl edge.

MR. PATTON: She worked on the OHV a
little bit?

MS. KROLL: Correct.

MR. PATTON: But you had -- had you
had occasion to talk with Marilyn Evans Jones
about the SPRF disparity?

MS. KROLL: No.

MR. PATTON: No. Okay.

MS. KROLL: I -- well --

MR. PATTON: Go ahead.

MS. KROLL: Let me correct that.

MR. PATTON: Okay.

MS. KROLL: | do know that she was
aware of it.

MR. PATTON: Okay.

MS. KROLL: But to my knowl edge, she
was never asked to go into the details of it.

MR. PATTON: Who el se do you know
that -- was aware of it?

MS. KROLL: El sie Brenneman, the
current budget officer. She did the same
t hing Cheryl had and Manuel had. As soon as
the first year closed that she was the budget

officer, she came over and said, what the
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heck's going on with the fund condition
statements, and | told her the same story.

MR. PATTON: You know t hat Elsie
spoke with Manny about it?

MS. KROLL: Yes.

MR. PATTON: Elsie told you?

MS. KROLL: Yes.

MR. PATTON: Okay. Okay. Who el se?
Do you know whet her any of the other division
deputy directors were ever aware? And we have
a parks operation deputy director, | think
that's a Tony Lopez.

MS. KROLL: | -- just in the past
year, | believe Tony Perez was made aware of
it.

MR. PATTON: Yeah.

MS. KROLL: And | believe Brian
Cahill is aware of it.

MR. PATTON: Just within the | ast

year ?

MS. KROLL: How -- yes.

MR. PATTON: And Cahill's head of
what ?

MS. KROLL: Brian Cahill is the

Assi st ant Deputy Director of park operations.
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MR. PATTON: Okay. Back in '03,
there was a -- for a little bit of time, there
was someone named Ron Bean (sic) was the
Deputy Director over adm n services that Becky
and Freda were reporting to?

MS. KROLL: Yeah. | believe he was
an interim person. | don't really remember.
| remember the name, Ron Brean.

MR. PATTON: He wasn't here that
| ong?

MS. KROLL: | don't believe he was
here that | ong.

MR. PATTON: Do you have any
knowl edge of whether he was ever informed of
t his?

MS. KROLL: | do not.

MR. PATTON: And you have no
knowl edge -- so it's like Tom Dom ch who was,
early on in your career, at the top; you have
no knowl edge of whether he was ever made aware
of i1t?

MS. KROLL: No.

MR. PATTON: How about -- we've got
a Deputy Director of Communications, a Roy

St ear ns.
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MS. KROLL: No, | don't believe he
was ever --

MR. PATTON: You don't know.

MS. KROLL: | don't know.

MR. PATTON: You just don't know.

MS. KROLL: | don't know.

MR. PATTON: And Sedrick M tchell,

head of External Affairs?

MS. KROLL: No, | don't know.
MR. PATTON: None -- so every deputy
director I mght list off, you're going to

give me the same answer? Daphne Green was
head of OHV for a while.

MS. KROLL: No, | don't know.

MR. PATTON: Okay. So nobody ever
told you about any of these other -- other
t han what Cheryl told you more recently about
meeti ngs where various people were in the room
and this was discussed --

MS. KROLL: Right.

MR. PATTON: -- this discrepancy was
di scussed.

MS. KROLL: Right.

MR. PATTON: Okay. When did you --

so the current head of adm n services 1S
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Aaron, and when did you inform Aaron of this?
MS. KROLL: Aaron came on board

here, | believe, the 3rd of January 2012, and

| believe | had my first one-on-one

Il ntroduction, get-to-know-you meeting either

| ater that same week or early the next week,

and | verbally said that there were some
things that | felt he needed to | ook into
and -- but | realized that he needed time to

get adjusted to the new department, who's who,

t hat ki nd of thing. A coupl e of weeks | ater,
he approached me, and he said, | understand
from Kirk Sturm that you have a |ist of

gqguestions that you gave to Kirk Sturm
MR. PATTON: Who's Kirk Sturm?
MS. KROLL: Kirk Sturm was an
interimafter --
MR. PATTON: Oh, okay.
MS. KROLL: -- Manuel was moved.
MR. PATTON: Okay. Yeah, yeah.
I nterim head of adm n.
MS. KROLL: He was here for about
two mont hs.
MR. PATTON: Okay.
MS. KROLL: He said, | understand
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you gave Kirk a |list of questions that you
felt needed to be | ooked at, and he said, can
you forward me those questions. So | did.
This is where -- and you'll see where | sent
them to Kirk Sturm on November 20th, 2011, and
then I forward the whole e-mail with the
attached questions to Aaron at the end of
January.

MR. PATTON: And this undated
document with twenty-three numbered questions
are the attached questions that you sent to
Kirk in November - -

MS. KROLL: Correct.

MR. PATTON: -- of 20117

MS. KROLL: Correct.

MR. PATTON: Okay. And - -

MS. KROLL: And in those questions,
one of them is about the fund condition
statements.

MR. PATTON: Can you show me which
one it 1s?

MS. KROLL: Number 17, 18, and 19.

MR. PATTON: Okay.

MS. KROLL: Oh, 20. Kirk Sturmis

not an accounting or budgetary-type person.
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He was the -- fromthe | aw enforcement side.
He was a |ifeguard for a |long time and
eventually was a superintendant at Hear st
Castl e.

MR. PATTON: So question 19: "Why
do we, for the SPRF fund, submt a different

amount than what the financial statements

I ndi cate? Approximately twenty-mllion-doll ar
di fference that Manuel knew about but | don't
t hink Dave knows about." That would be Dave
Saxby?

MS. KROLL: That's correct.

MR. PATTON: Why do you think David
didn't know about it?

MS. KROLL: | think Manuel was
trying to keep it hidden from Dave because --
well, | don't want to make conjectures --

MR. PATTON: Wwel | - -

MS. KROLL: -- about -- | don't -- |
was at one meeting with Manuel, and | believe
it was this one, and | don't have any meeti ng
notes, but | just have the fact that we did
meet in February of 2011. And Dave was at the
meeting, and we were discussing, | believe,
park closures and the hit to our budget. And
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| brought up at that meeting we shouldn't be
closing parks, we have this money.

MR. PATTON: You say Dave was at
t hat meeting?

MS. KROLL: Dave was at the meeting,
but Manuel kicked me under the -- literally
ki cked me under the table. And Dave is one of
t hose people that works with their
Bl ackberries, so he wasn't really paying
attention. And when | started to say, we have

this money, we should be using it to keep

par ks open, Manuel Iliterally kicked me under
the tabl e. And | was surprised, and | | ooked
at him and he was |ike this --

MR. PATTON: Wth his finger on his
| i ps?

MS. KROLL: -- with his finger over
his lips Iike "shh."

MR. PATTON: Okay. So that's what
| eads you to believe Dave doesn't know?

MS. KROLL: Yes.

MR. PATTON: Go ahead.

MS. KROLL: But Dave did know | ater
after this time.

MR. PATTON: After February 20117?
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MS. KROLL: Yes.

MR. PATTON: When did he know?

MS. KROLL: | don't really remember.
| just remember that | was increasingly
frustrated with the fact that we're closing
par ks. We already took a twenty-two-mllion-
dollar hit to our budget in the general fund
side, so the thought of don't tell them we

have this money because they're going to cut

our general fund, they already had. So
there's no point. Bring it forward and let's
try and save our parKks. | was increasingly
frustrated that they -- no one would |listen.
And | made sure in various meetings after that

t hat people in the room knew that our fund
condition was really better than they were
reporting.

MR. PATTON: This meeting in
particular you're talking about that you've
got a notation of based on an e-mail that's
fromyou to Lynn Black dated Monday, February
28, 2011, and the subject is "accepted fund
condition statement discussion (Manuel,

Dor ot hy/ Li sa) . "
MS. KROLL: Yes.
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MR. PATTON: Was this a meeti

ng?

MS. KROLL: That was a meeting.

MR. PATTON: Okay.
MS. KROLL: Yes.

MR. PATTON: And so who was at this

meeting?

MS. KROLL: | believe --

MR. PATTON: Manuel , Lisa, yourself?

MS. KROLL: | believe Manuel,
mysel f, and Dave Saxby.
MR. PATTON: Okay.

Li sa,

MS. KROLL: And it was very brief.

| don't think the meeting |lasted more than ten
m nut es. It wasn't a big lengthy discussion.
It was -- | believe we were tal king about the
eleven-mllion-dollar cut. There was two
years where each year we took an

el even-mllion-dollar cut, and both Lisa and |
wanted to bring to |Ilight we have this money,

we should be keeping these parks open.

MR. PATTON: Okay. So when that

came up, that's when Manny kicked you and
said --
MS. KROLL: Yes.
MR. PATTON: Yeah, okay -- told you
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to be quiet?

MS. KROLL: Yes.

MR. PATTON: When you sent this
e-mail November 20, 2011, from you to Kirk --
what was his name again?

MS. KROLL: Kirk Sturm

MR. PATTON: Kirk Sturm -- who was
the interim?

MS. KROLL: Correct.

MR. PATTON: And you've got this
reflected because it comes from an e-mail
account David Kroll --

MS. KROLL: That's my home e-mail.

MR. PATTON: Okay.

MS. KROLL: Yes.

MR. PATTON: -- to Kirk at the Sturm
group.

MS. KROLL: When | first met with
Kirk one-on-one in that |I'm your new interim
and is there anything | need to know about, |

mentioned a few things to him and M . Saxby

was in the room at the time, and he said, Kirk
said | know fromtalking to folks in the field
that there's questions | should be asking, but

| don't know what those questions are, so can
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you help me out with that?

MR. PATTON: Okay.

MS. KROLL: And he said, if you're
uncomfortable doing it from your state

computer, because M. Saxby was in the room,

"1l send you my home address -- my -- you can
send it to my home e-mail address so it will
stay -- remain totally confidential.

MR. PATTON: Okay.

MS. KROLL: So that's why this is
the |ist of questions. And | tried to put it
I n | anguage that -- so that he could ask the
guestion and ask to see a particular report,
ask to see --

MR. PATTON: Did you ever have a
follow-up discussion with Kirk?

MS. KROLL: No.

MR. PATTON: So you -- he never --
you never then discussed -- you've obviously
di scl osed to himthat there's a
twenty-mllion-dollar difference in the
financial reports, and you're asking why are
we hiding this, isn't it time to come clean
with DOF and save our parks.

MS. KROLL: Yes. These are the --
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MR. PATTON: Why can't we do this?

MS. KROLL: Yes. These are the
guestions that | wanted him --

MR. PATTON: Yeah.

MS. KROLL: -- to be asking of the
staff --

MR. PATTON: So you - -

MS. KROLL: -- of exec staff.

MR. PATTON: So you sent this to him
i n November of 2011 --

MS. KROLL: Yes.

MR. PATTON: -- but you and he never
had a discussion?

MS. KROLL: No, no.

MR. PATTON: December came, the

holi days came; the next thing you know here's

Aar on.

MS. KROLL: Correct.

MR. PATTON: Okay. You say -- you
I ndi cated -- you mentioned this meeting in

February 2011 with Manny, Lisa, yourself, Dave
Saxby. You start to bring it up. You say

Lisa wanted to know also why we're not using

these moni es. Manny puts the squelch on that
di scussion. Had there been other meetings
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where -- you indicated there were other
meeti ngs where this had been discussed.

MS. KROLL: In one of the automated
pay machi ne meeti ngs about how we do the
credit card processing for those machi nes and
t he amount of revenue that was comng in from
t hose machines in that meeting, Elsie
Brenneman was trying to explain to Mary
Vel liquette and Brian Cahill the budget that
we have and saying that we always spend more
than we bring in in revenues. And | got very
upset because that's not a true statement. | f
that were a true statement, we wouldn't have
t he balance sitting in the fund bal ance.

So I made sure in that meeting to
say, if we were reporting the fund conditions
correctly to Finance, that statement woul d not
be true. And the discussion went on, and I
believe Aaron stopped the discussion because
he knew | was upset with what --

MR. PATTON: This was when?

MS. KROLL: | would have to go back
and | ook through my notes on that. | would
guess maybe February or -- yeah, February or
Mar ch.
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MR. PATTON: Okay.
MS. KROLL: But | can go back and
| ook through my notes on that.

So I know in that meeting | brought
It up. | brought it up in a meeting in --
| ast fall when we first were discussing the

Nati onal Parks Service, and they came forward
right away and wanted to run Del Norte
Redwoods Park for us. And in the discussions
on how we would make that work, M chael Harris
was in the room Tony Perez was in the room,
Manuel was in the room Saxby was in the room,
and myself and Elsie Brenneman.

And in the course of that
di scussion, | also brought it up again because

NPS woul d help us run the work, but they

couldn't cover the full cost. So we still, in
our budget -- even though that was a park on
the closure list, we still, in our budget, had
to find -- and | don't remember the amount --
half a mllion dollars to still keep that park
open. And again, | said, if we told finance

what our fund condition really is, we could
maybe get the authority --
MR. PATTON: So this was in 20117
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MS. KROLL: This was in the fall,
| ast fall.

MR. PATTON: 2011.

MS. KROLL: A year ago, September - -

MR. PATTON: And you said Tony Perez
and Dave Saxby were there --

MS. KROLL: Yes.

MR. PATTON: -- among others?

MS. KROLL: Yes.

MR. PATTON: So it's not like you've
not made the statement.

MS. KROLL: Yeah. l'"m frustrated.

MR. PATTON: Yeah.

MS. KROLL: | wanted this money to
go to keep our parks open.

MR. PATTON: Okay.

MS. KROLL: And what we're |left with
is all of these partnership agreements that
are a mess. And the flow of the money is --
some of them are donations. Some of them are
concession agreements. Some of them are
partnershi ps where they're going to partner

and pay half the cost, but we're going to

still have to keep two or three staff there.
So we still have costs. So each agreement is
Page 131

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

different, and it's frustrating for me knowi ng
that my staff is going to have to track it,
record it appropriately, and report it
appropriately. And so, yes, |I'm a very
frustrated individual.

MR. PATTON: Yeah, yeah. You
touched -- just a second ago, you mentioned
revenues from automated pay machi nes, park pay
machi nes, and this was something you menti oned
when you spoke previously with an investigator
tal king with you about the vacation buyout.

MS. KROLL: Yes.

MR. PATTON: And in that --

MS. KROLL: That investigator asked
me a final question, which was something to
the effect of other than the vacation | eave
buyouts, are there any other illegal, immoral
or unethical things going on within Parks or
the Admin Division? It was something to that
effect.

MR. PATTON: Ri ght .

MS. KROLL: And | did bring up a few
t hings, the automated pay machi nes being one
of them

MR. PATTON: You told the
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Il nvestigator that -- and | just recently read
it, and I'"mtrying to put my hands on it, but
that's not that important. You told the

i nvestigator that Manny was putting about
twenty percent of the automated park pay
machi ne monies in a reimbursement account and
claimng -- and you had asked him and he
claimed he had DOF approval.

MS. KROLL: Correct.

MR. PATTON: And you indicated that
some 600 -- over 600,000 dollars ended up
going into a rei mbursement account.

MS. KROLL: Correct. That was the
bal ance at the end of June, a year ago this
past June.

MR. PATTON: And al so some pay
shower moni es - -

MS. KROLL: Correct.

MR. PATTON: -- same - -

MS. KROLL: Correct.

MR. PATTON: -- reimbursement
account ?

MS. KROLL: Each one has their own
i ndi vidual - -

MR. PATTON: Okay.
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MS. KROLL: -- PCA, which is an
accounting code for it.

MR. PATTON: Yeah. So that's not
proper procedure, | understand from your
testi mony.

MS. KROLL: Correct.

MR. PATTON: To your knowl edge, what

became of the 600,000 dollars? It goes into a
rei mbursement -- huh?

MS. KROLL: It's still there.

MR. PATTON: Oh, it is still there?

MS. KROLL: Yes.

MR. PATTON: It's not been spent?

MS. KROLL: No.

MR. PATTON: So the money that was
not properly credited to that account shoul d
have been posted back to what?

MS. KROLL: Revenues.

MR. PATTON: Yeah. And it's still
there?

MS. KROLL: Any money comi ng in from
a fee is a revenue.

MR. PATTON: Okay.

MS. KROLL: And they started out as

a two-year pilot is what | was told when we
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first purchased the first set of machi nes.

MR. PATTON: Ri ght .

MS. KROLL: And this two-year pil ot
we were supposed to report back to Finance on
whet her having these machines -- | believe we
got thirty-five, maybe forty machines in
various park units. We were supposed to
report back to Finance did having these

machi nes in the park increase our revenue,

were more people paying. | don't know if a
report ever went out. They, the program staff
and Manuel, agreed that the department would

take twenty percent of those fee revenues that
were comng in fromthose machi nes and put
themin a rei mbursement --

MR. PATTON: Manuel and who agreed?

MS. KROLL: The program peopl e.

MR. PATTON: Who's that?

MS. KROLL: Mary Vel liquette.

MR. PATTON: Program people from
wher e?

MS. KROLL: Visitor Services on the
fourteenth floor.

MR. PATTON: Okay.

MS. KROLL: They agreed that they
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needed to keep twenty percent of these fee
revenues and deposit it as rei mbursement so
that we could have the funds to maintain the
machi nes during this two-year pil ot.

MR. PATTON: Okay.

MS. KROLL: | tried to get -- in nmy
view, we were skimm ng revenue, calling it a
rei mbur sement.

MR. PATTON: Yep.

MS. KROLL: Manuel swore up and down
he had Fi nance approval. | kept asking him

for where is the document that shows me we

have approval to do this, and | couldn't get
it, couldn't get it, couldn't get it. | was
told to drop it, leave it al one. And | pushed

and tried to get himto say something, give me

an e-mail, something that shows me we have
approval . So | finally got an e-mail from him
saying | have DOF approval for this two-year
pil ot.

Well, at the end of June | ast year,
| asked Lisa Ortega to tell me how much money

Is sitting there because we knew Lisa had been
reporting to me periodically every -- |1 don't

know, about every six months she'd say, we
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still have all this money sitting there in
advance collections for rei mbursements and
Mary is not spending it. So | said last June,
how much is in there, and when she told me it
was 600, 000 dollars, I was |like, holy crap,
there's another half a mllion dollars' worth

of revenue the department could have earned as

revenue and they haven't spent it. So | went
to Manuel and to Dave Saxby, and | said this

t wo-year pilot is now -- | think was six years
ol d. | said this has to stop.

MR. PATTON: And.

MS. KROLL: The pil ot should have
been over four years ago.

MR. PATTON: And what happened? Did
It stop?

MS. KROLL: He called a meeting with
Mary Velliquette and Brian Cahill, and they
have stopped putting any more money in there,
so all of the APM revenue is now going into
revenue, but they had decided to allow Visitor
Services to spend the money that was in there,
the 600, 000.

MR. PATTON: So it's still sitting

there? Have they spent it, do you know, or
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any part of it?

MS. KROLL: | can pull a report
pretty quickly.

MR. PATTON: Did you talk to Aaron?

MS. KROLL: | believe she had about
a 300,000 dollar encumbrance against those
funds, but | don't think the rest of the money
was spent.

MR. PATTON: Did you tell Aaron
about it?

MS. KROLL: | brought this up to
Aaron -- | don't remember when. It wasn't --
It was |'d say probably | ate March, maybe
early April.

MR. PATTON: Of this year?

MS. KROLL: Of this year, yeah.

MR. PATTON: So you don't know
what's happened?

MS. KROLL: | don't think anything
has happened. Aaron i mmedi ately asked for a
detailed report and started a project for us,
the department, to take a | ook at our
rei mbursements, the pay showers included, and
Accounting and Budgets was to work together.

We gave him some reports. We have -- it's one
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of our

MR. PATTON:

MS. KROLL:

MR. PATTON:
resolved - -

MS. KROLL

MR. PATTON:
telling me.

MS. KROLL

MR. PATTON:

MS. KROLL:
| ast six weeks since

MR. PATTON:

MS. KROLL
list of things --

MR. PATTON:

MS. KROLL:

MR. PATTON:

MS. KROLL:
resol ved.

MR. PATTON:
Services?

MS. KROLL

cl ean-up projects.

So it --
That's ongoi ng.
It hasn't really been
No.

-- 1Is what you're

lt's not been resol ved.

Okay.

And especially in the

all of this broke --
Yeah.

-- it's still on Aaron's
Okay.

-- for us to work on.
Okay.

But it has not been

Mary's name in Visitor

Vel |l i quette,

V-E-L-L-1-Q-U-E-T-T-E.

MR.

PATTON:

Q U-1 --
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MS. KROLL: Q-U-E-T-T-E.

MR. PATTON: She's a head of --
chief of Visitor Services? She a Deputy
Director?

MS. KROLL: No. She's the manager
of Visitor Services.

MR. PATTON: Manager, Visitor
Services.

MS. KROLL: Yes.

MR. PATTON: In this 600, 000

dol |l ars, does that also include the pay shower

moni es?

MS. KROLL: That's a separate --

MR. PATTON: Do you know how much is
in there?

MS. KROLL: | don't off the top of
my head.

MR. PATTON: Okay.

MS. KROLL: But it was a simlar
situation where instead of taking the pay
shower money -- you go take your shower in the
park and you drop your gquarters in, and taking
t hat money out, it should be revenue.

MR. PATTON: Yeah.

MS. KROLL: It's also a fee.
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MR. PATTON: Yeah, yeah.

MS. KROLL: It's a fee to use to
water to take your shower.

MR. PATTON: Ri ght .

MS. KROLL: And he started this
pil ot also probably six years ago, and there's
about twelve different accounts for different
park units, one for each park unit, that this
pil ot was going on, and the money that --

i nstead of depositing it as revenue, it's
deposited as a rei mbursement with the idea
that we can then use that cash to maintain the
showers.

MR. PATTON: Okay.

MS. KROLL: And | know some money is
spent against those funds but --

MR. PATTON: Okay.

MS. KROLL: -- not nearly -- but
it's just wrong.

MR. PATTON: It's not the way to do
it.

MS. KROLL: No.

MR. PATTON: Report it as revenue
and where --

MS. KROLL: No.
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MR. PATTON: -- do you get your
money to do the mai ntenance?

MS. KROLL: We then ask for
i ncreased expenditure authority through the
budget ary process.

MR. PATTON: Okay. You al so tal ked
with Ms. Murphy about -- obviously at |ength
about the vacation buyout. | don't want to go
into that in any detail, but | did want to ask
you a couple of follow-up questions. You had
menti oned that you were aware that in
07 -- fiscal year '07-'08 OHV had done a
| eave buyout.

MS. KROLL: Yes.

MR. PATTON: And Manny was in
charge -- he was the budget admi nistrator at
t hat point? Director of Adm n Services?

MS. KROLL: Director of Adm n
Services.

MR. PATTON: Because he came in, you
sai d, as budget officer in '05 when he got
promoted to director --

MS. KROLL: In "07.

MR. PATTON: -- "07. Did you have

any knowl edge at the time about the OHV | eave
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buyout ?

MS. KROLL: No.

MR. PATTON: Okay. You | earned
about it |ater?

MS. KROLL: | | earned about it
| ater.

MR. PATTON: When did you | earn
about 1t?

MS. KROLL: | would say after |
started hearing rumors fromthe field that
they were very upset that the admn staff were
all owed a buyout.

MR. PATTON: In 20117

MS. KROLL: Yes, yes. And | don't

remember who in the field told me that there

had been one in OHV. | knew that field
staff -- when Becky Brown was the budget
officer in 2003-2004, she -- well, | don't

know who deci ded, but she had money to all ow

It, and the department allowed a buyout for

only field staff and not adm n. So I know

t hat one was a big one. And then | had heard

there was a couple of smaller ones for OHV.
MR. PATTON: The '"07-'08 was a big

one?
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MS. KROLL: No. The '03-'04.

MR. PATTON: Okay.

MS. KROLL: "03-"'04.

MR. PATTON: Do you have any idea
who woul d have overseen the '07-'08 buyout,
who woul d have --

MS. KROLL: No.

MR. PATTON: I mean, this --

MS. KROLL: No.

MR. PATTON: -- buyout has to
operate through personnel office, right?

MS. KROLL: Ri ght .

MR. PATTON: And if it's OHV, it's
still through the personnel office and this
Admi n Services Division, right?

MS. KROLL: Ri ght, right.

MR. PATTON: Okay. Has anybody
asked you to do any additional work
comparing -- because | know that this was
written about in the internal audit report by
Art hur Lee. Did you ever see that report?

MS. KROLL: Just online when it hit
yesterday, | believe.

MR. PATTON: Oh, okay. So nobody's

asked you to do any further work trying to
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figure out, reconcile hours cashed in in
"07-"087?

MS. KROLL: No.

MR. PATTON: Okay.

MS. KROLL: And | wouldn't -- the
accounting office does not do payroll at all.
The only --

MR. PATTON: Yeah.

MS. KROLL: -- payroll we do is the
| ump-sum expenditures --

MR. PATTON: Yep.

MS. KROLL: -- after the fact.

MR. PATTON: You -- at the end of
your interview with Ms. Murphy, you
mentioned -- you were tal king about these
dummy programmati c encumbrances, and you
I ndi cated that although that wasn't how
busi ness i s supposed to be done, to your
knowl edge, no moni es had ever been -- had not
been spent for what they were at the outset --

MS. KROLL: Correct.

MR. PATTON: -- indicated they would
be --

MS. KROLL: Correct.

MR. PATTON: -- spent for. And you
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talked a little bit about getting called into
a meeting with Jennifer Comil|lang --

MS. KROLL: Yes.

MR. PATTON: -- one of the attorneys
at the Parks --

MS. KROLL: Yes.

MR. PATTON: -- and that you
didn't -- you weren't very happy about that.
MS. KROLL: No, | was not.

MR. PATTON: And what was it that --

MS. KROLL: | was called down to Mr.
Saxby's office. He was my boss at the time.
And | had no idea what it was for. | had no
| dea that she was there. And | wal ked into

the office, and we sat at the conference
tabl e, and she proceeded to basically read me
my rights per the same admonition that you
read today, and | was stunned, shocked.

MR. PATTON: This was prior to
gquestioni ng about the vacation buyout matter?

MS. KROLL: Yes, prior to the AG s
guestioning.

MR. PATTON: Oh, okay.

MS. KROLL: And | was -- basically
| ooked at Mr. Saxby and said, what the hell i
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goi ng on here, what did | do. And then she
proceeded to ask me a | ot of questions and was
really digging, digging, digging as if | was

t he perpetrator, and that was uncalled for. I
had no notice, even though she said we can
stop this now and you can get a
representative. It's like, | don't even know
what this is about.

MR. PATTON: Yeah.

MS. KROLL: | was very upset, and |
still am - -

MR. PATTON: I hope --

MS. KROLL: -- about that.

MR. PATTON: I hope being asked to

be here today didn't | eave the same - -

MS. KROLL: No, it did not. I mean,
| " m upset about the letter -- not your letter.
This is now not the first time that |'ve seen

the admonition.

MR. PATTON: Yeah.

MS. KROLL: | " m upset about being
told this is a confidential interview and then
finding my name on the Sacramento Bee on
Sunday.

MR. PATTON: Yeah.
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MS. KROLL: l"m still trying to get

over that and understand that that

i nvestigation is now complete; therefore, it's
open to the public. | mean, that's what | was
told.

MR. PATTON: Ri ght .

MS. KROLL: But it doesn't help me
when | have to go back to my staff who -- |
have seven people including myself -- who
participated in the |eave buyback thinking it
was an approved buyback. It had been done in
the department before, not for adm n but for
ot her divisions so -- but these people are
really upset and concerned about their names
bei ng published, which the entire list is out
t here.

MR. PATTON: Let me ask you, in your
di scussion with Ms. Murphy, you said,
"Jennifer Com | ang interviewed me, and some of
where she was going with her questions had to
do with the department being in a bad light to
outside influences. And her questions were
delving into the lawsuit which everyone knows
about the lawsuit and it's public record.”

MS. KROLL: Yes.
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MR. PATTON: | guess | don't know
about the | awsuit. What | awsuit are we
tal king about?

MS. KROLL: There's a | awsuit
from -- against the department and Manuel
Lopez for -- it's a sexual harassment | awsui't

brought by Diane Chapin and Tammy Helie, who

both work -- well, one of them doesn't work
there anymore -- in our | abor relations
office.

MR. PATTON: Okay.

MS. KROLL: And this lawsuit is out
there for public record on the Sac County
courts.

MR. PATTON: Oh, so you can see the
compl ai nt - -

MS. KROLL: You can see everything,
the compl ai nt.

MR. PATTON: -- by Diane, and their
names are on it?

MS. KROLL: Oh, absolutely.

MR. PATTON: Di ane who?

MS. KROLL: Di ane Chapi n,

C- H- A- P- 1 - N.
MR. PATTON: Okay. And who was the
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ot her one?

MS. KROLL: And Tammy Heli e. I
think it's H-E-L-1-E.

MR. PATTON: H-E --

MS. KROLL: L-1-E.

MR. PATTON: -- L-1-E. Okay. So
t hey have a sexual harassment suit pending in
Sacrament o Superior Court?

MS. KROLL: Yes. And it's been very
contentious apparently --

MR. PATTON: Okay.

MS. KROLL: -- between their
attorneys and our attorneys and --

MR. PATTON: Okay. | just -- that's
all -- 1 don't need to know any more about it.
| just was curious what --

MS. KROLL: Yeah.

MR. PATTON: -- because | didn't
know what case you were tal king about.

You -- do you have any other
documents that you brought here today that you
wanted to bring to my attention?

MS. KROLL: | don't think so. I
wasn't sure what you were going to ask me

about . | know - -
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MR. PATTON: What did | forget to
ask you about that you have documents - -

MS. KROLL: well - -

MR. PATTON: -- that you were ready
to tal k about?

MS. KROLL: This -- when the -- the
first interview we had, you had a gentl eman
here who works for your office that's also a
CPA.

MR. PATTON: Yeah.

MS. KROLL: And he was questioning
me about why are there two different methods
of accounting, we're on a modified accrual and
Controllers is on a cash basis. And | just
pulled this off the Internet. He was trying
to pin me down, why do we do that.

MR. PATTON: Ri ght .

MS. KROLL: And it's -- | didn't
create the system, | just work in it.

MR. PATTON: Yeah.

MS. KROLL: And so I went back and
did some research myself, and it -- come to
find out, this is quite common in government.

MR. PATTON: Okay.

MS. KROLL: And | just --
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MR. PATTON: His name was Jeff Rich,

and I will simply just forward this on to him
And | apologize if his questions sounded at
all accusatory. | " m just trying to | earn.

MS. KROLL: It did. And | pointed

hi m back, you need to go talk --

MR. PATTON: Ri ght .

MS. KROLL: -- to the control
agenci es about that.

MR. PATTON: Ri ght . And so | will
just -- I'"'m going to forward this on. Hi s
assignment is to help me understand the
accounting aspect of it and not to sound
accusatory, so |'msorry if you took it that
way, okay? And what else?

MS. KROLL: And then | don't know if
this will help himin whatever he's doing, but
| made a copy of -- just to explain that
variance for the | oans --

MR. PATTON: Yeah.

MS. KROLL: -- in OHV that this is
t he actual journal entry for the twenty-two
mllion from State Controllers, and these
numbers here, these. Anything with a 9,000 in

t he account number, that's an expenditure, so
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we have to post it in CALSTARS as an
expenditure versus the document that you have
which comes from the budget analyst's guide
that tells -- from Finance --

MR. PATTON: Are you tal king about
this?

MS. KROLL: Yes -- from Finance that
tells themto treat that as --

MR. PATTON: Loans.

MS. KROLL: -- as a -- here it is --
as a revenue transfer.

MR. PATTON: Yeah. So this is --

MS. KROLL: So that could be one
reason - -

MR. PATTON: Fi nance treats | oans as
a revenue transfer --

MS. KROLL: Yes.

MR. PATTON: -- or the Secretary of
St ate does?

MS. KROLL: Fi nance does.

MR. PATTON: Fi nance does.

MS. KROLL: This is from State
Controllers.

MR. PATTON: And Controller treats

it as an expenditure when the | oan's made?
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MS. KROLL: Yes.

MR. PATTON: So what you're telling
me is this helps explain in this instance this
thirty mllion --

MS. KROLL: Some variances here.

MR. PATTON: Yeah. This relates to
the twenty-two-mllion-dollar disconnect --

MS. KROLL: Yes.

MR. PATTON: -- and for here.

MS. KROLL: Yes, for here.

MR. PATTON: Okay.

MS. KROLL: And it possibly could --
| didn't pull the ninety million; | didn't
have time to pull that one --

MR. PATTON: Okay.

MS. KROLL: -- but | believe it's
the same reason why --

MR. PATTON: Okay.

MS. KROLL: -- these are off.

MR. PATTON: Okay. And we greatly
appreciate -- and | know that Finance is
| ooking at this, Controller; everybody's
trying now to get an understandi ng of the
di screpancies in the OHV, and | appreciate

your efforts to --
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MS. KROLL: And we have -- |'ve been
i n contracting in state government for
twenty-five years, and throughout the years,
at all the levels that |'ve worked on, we have
t hese kinds of discrepancies between what
Controllers tell us to do and what Finance
tells the budget shop to do. So | -- not to
point fingers, but | think there's some work
t hat needs to be done there. " ve al ways
t hought that the control agencies all need to
be on the same page.

MR. PATTON: Yeah, | see your point.

What el se, Dorothy? I think we've
covered pretty much the universe.

MS. KROLL: | don't have anything

el se to add about the fund conditions.

MR. PATTON: All right. Il know - -
it was obviously frustrating for you -- you've
i ndi cated numerous times, it's very
frustrating for you to see all this money not
being utilized and not being disclosed, and
anything you want to add in terms of -- you're

shaki ng your head no.

MS. KROLL: | don't really have
anymore to add. |"ve tried my best over the
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years to have people bring it up to try and

get the money out to the districts, to ask for

the increased authority to spend. And | have
so many other things going on; | have a staff
of sixty people that | manage. So, yes, it

comes up a couple times throughout the year,
but it's not something that | focus on
because, for whatever reason, the decision's
been made at a higher |level than my pay grade
to do what was done, and | just have to move
on to other things that are happening. So
woul da coul da shoul da.

MR. PATTON: Yeah.

MS. KROLL: | did the best that |
could do and - -

MR. PATTON: |"ve read in the prior
transcript, and you've made some comments

about your perception of Manny and his

| eadership style, and |I don't want to rehash
t hat. Obvi ously, there were some troubling
I ssues.

MS. KROLL: Yes.
MR. PATTON: It was -- from what |
gl eaned, he was sort of it's my way or the

hi ghway, and he didn't --
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MS. KROLL: Yes.

MR. PATTON: -- like being
chal l enged.

MS. KROLL: Yes.

MR. PATTON: What can you tell wus,

I f anything, about M ke Harris's management

style?

MS. KROLL: M ke Harris is much more
| ow key. He's much more open to discussing an
I ssue. He's very philosophical about budgets
and - -

MR. PATTON: He's not as --

MS. KROLL: -- what mi ght happen
and, oh, |I've -- his experience -- we tried
this, but the |legislature did this, or -- so

he's much more approachabl e.

MR. PATTON: | guess my -- the
bottom |l ine question for me is did it surprise
you to |l earn that M ke Harrison (sic) had been
I nformed about -- M ke Harris had been
I nformed about this and the directive was
still we're not going to do anything?

MS. KROLL: The first time | heard
that | was a little surprised.

MR. PATTON: Yeah.
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MS. KROLL: But after hearing that
for several years, | took it as this is the
culture of the executive team

MR. PATTON: Did it surprise you
when you heard Cheryl Taylor tell you that
Rut h had been in on some of these meetings?

MS. KROLL: That did surprise me

because | was called up to her office that
week that she resigned. Earlier in that week,
| was called up to her office. | presented --

Aaron was there, and Roy Stearns, M chael
Harris, and Ruth. And | had to explain the
spreadsheet to her, and she | ooked |i ke she
had been punched in the gut.

MR. PATTON: Okay.

MS. KROLL: She said she didn't
know, and she asked me why in the world
woul dn't Manuel have told me. So her reaction
was that she didn't know, and after hearing
what Cheryl told me later, | honestly believe
t hat she m ght have known but she didn't
understand what it meant.

MR. PATTON: Okay. Anyt hi ng el se
you want to tell us at this point?

MS. KROLL: No, | don't think so.
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MR. PATTON: | really appreciate all
your time, and you've been of enormous help in
our understanding how this whole world works

and obviously what's been a difficult

situation for a long time. And if | need any
more information fromyou, |'Il be in touch,
but | think that we'll conclude the interviews

"1l need to have with you, hopefully so.
MS. KROLL: Okay.
MR. PATTON: Okay. Thanks, Dor ot hy.
MS. KROLL: Thank you.
MR. PATTON: I nterview concluded at
3:34 p. m
(End of audi o)
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