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currently in law. Actual revenues reported on the March Year-to-Date Revenue Sljmmary Report
exceeded the estimate by $75.8 million. This amount is not reflected in the Current Annual
Estimate, and it is therefore not reflected in the projected ending unreserved fund balance. The
$75.8 million is reflected in the actual unreserved fund balance deficit. The Difference Between
Recorded and Estimated Appropriations is primarily related to add-ons to the Fiscal Year 2005-06
Long Bill that affect the Fiscal Year 2004-05 appropriations and statutory appropriation
adjustments that have not yet been recorded as departmental spending authority.

At the end of the third quarter, actual general-purpose revenues were $4,271.0 million, which is
72.4 percent of the annual estimated revenue. Due to the deferral of payroll expenditures and
Medicaid costs from Fiscal Year 2003-04 into Fiscal Year 2004-05 and the accelerated transfers
to the Public School Fund, it is not practicable to assess whether departmental spending rates
are consistent with a quarterly allocation of appropriations. Except for Medicaid accruals
discussed below, similar expenditure deferral and accelerated transfers existed in Fiscal Year
2003-04. Departmental expenditures of the General Fund for the second quarter of the current
fiscal year were 86.5 percent of current appropriations. This compares with the prior year figure
of 88.8 percent of appropriations at March 31, 2004. In compliance with statutory requirements
to report Medicaid expenditures on the cash basis, the Department of Health Care Policy and
Financing did not prepare an accrual of Medicaid costs at March 31, 2005; at March 31, 2004,
the department accrued $163.2 million of Medicaid costs, which increased the percentage of
budget expended from 85.9 percent to the 88.8 percent mentioned above. _

Exhibit C is a Schedule of Revenues, Expenditures, and Changes in Unreserved Fund Balance -
Funded By General Purpose Revenue — Budget and Actual - Capital Construction Fund for the
nine-month period ended March 31, 2005. The estimated expenditures of the Capital
Construction Fund reflect budget restrictions. Actual expenditures of the Capital Construction
Fund in the current year are expected to be less than outstanding appropriations because of the
multi-year nature of the appropriations compared to current fiscal year expenditures. The
ending unreserved fund balance of $8.9 million is net of reserve for encumbrances that relate to
all types of funding, not just general funded expenditures; this is the primary difference between
the estimated and actual unreserved fund balance reported.

Based on a review of the attached financial reports and agency comments, I have presented the
financial issues that I believe are significant to the state. Questions concerning this report should
be directed to my office.

Sincerely yours,

Lots 1. A ff

Leslie M. Shenefelt -
State Controller
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