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EXECUTIVE SUMMARY | 5

Executive Summary

The Budget represents the $9.2 billion spending plan for the State for the fiscal year ending June 30, 2018
(FY2018). Also included is the revised spending plan for the current fiscal year (FY2017). The State is
estimated to end FY2018 with a general revenue balance of $189,759 The Budget Reserve and Cash
Stabilization Account (aka Rainy Day Fund) would be fully-funded at $194.2 million. The following
document summarizes key budget initiatives and changes.

FY2017 FY2017 FY2017 Change to FY2018 FY2018 Change to
Expenditures by Source Enacted Governor Budget Governor Governor Budget Governor
General Revenue $3,683.7 $3,700.4 $3,686.5 (513.9) $3,792.7 $3,767.7 (525.0)
Federal Funds 2,957.1 3,098.1 3,184.6 86.5 3,081.8 3,134.1 52.3
Restricted Receipts 257.0 306.8 276.3 (30.5) 273.8 261.7 (12.1)
Other Funds 2,040.9 2,095.3 2,054.1 (41.2) 2,099.7 2,079.2 (20.5)
Total $8,938.7 $9,200.5 $9,201.5 s0.9 $9,248.1 $9,242.8 (85.2)
FTE Authorization 14,952.6 15,035.9 14,959.0 (76.9) 15,067.4 15,160.2 92.8

S in millions. Totals may vary due to rounding.

STATEWIDE CHANGES:

Personnel and Operating Savings: The FY2018 Budget as Enacted includes savings of $30.1 million
in general revenue, reflecting increased statewide savings of $28.1 million in FY2018, which includes
the $25.0 million savings projection added into the enacted budget. The savings are stated under the
Department of Administration to be distributed to State agencies as part of the revised budget.

FY2018 Projected Savings
(523,700,000

Personnel and Operating Reforms
Unspecified Salary and Benefit Savings

Miscellaneous Expense Savings
Contracted Management Consultant Savings
Telecom CENTREX to PBX Conversion

(3,800,000

(213,703

)
)
(400,000)
)
)

Total (528,113,703

FTE Authorization: Authorizes 15,160.2 FTE positions, 207.6 FTE positions more than authorized in
the FY2017 Budget as Enacted.

GENERAL GOVERNMENT:

Debt Service: Includes $7.9 million more for general revenue debt service. This includes $18.4 million
more to fund the costs of the State’s general obligation debt service in FY2018. Offsetting the increase
is a $5.3 million reduction to cover the debt service on eleven projects financed through certificates of
participation (COPs), a decrease of $2.5 million in general revenue for the 38 Studios Debt service, and
$2.6 million from various adjustments from the FY2017 Budget as Enacted. The adjustments include
$2.9 million in lower projected debt service for the Rhode Island Convention Center debt, an increase
of $120,496 for the Historic Structures Tax Credit debt, and an increase of $150,000 for the 1-195 Land
Acquisition interest only debt service.

Pay-for-Success project: Eliminates $300,000 in general revenue to fund the pay-for-success project in
the Department of Corrections (DOC).

State Studies: Eliminates $250,000 in general revenue for the implementation services required for the
Employee Compensation and Classification Study.
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6 | 2018 BUDGET AS ENACTED

TAXES/FEES:

Hospital Fee: Increases the hospital licensing fee from 5.625 percent to 5.856 percent upon net patient
services revenue. The fee increase results in an additional $13.0 million, for total licensing fee revenue
in FY2018 of $181.0 million.

Remote Sellers Sales Tax Collection: Provides a new statutory framework designed to encourage
remote sellers to register, collect, and remit the sales and use tax. The framework puts in place a series
of notification requirements on the remote sellers. New revenues are budgeted at $37.3 million.

Transfers from Quasi-Public Agencies: Transfers a $29.0 million in reserves from seven five quasi-
public agencies and the Rhode Island Renewable Energy Fund.

Tax Amnesty: Provides for a 75-day period tax amnesty program that is estimated to increase revenue
by $12.5 million.

Motor Vehicle Fund: Adjusts the phase-in schedule for transferring of all vehicle license and
registration fees from the general fund to the State Highway Maintenance Account (HMA). The new
schedule retains 25.0 percent more of the fees in FY2017 for the general fund and 20.0 percent more in
FY2018. The complete transfer of funds is delayed until FY2019. These adjustments result in $13.0
million more in general revenue in FY2017, and $9.4 million in FY2018.

Commercial Truck Registrations: Reverses the new registration fee schedule for commercial trucks that
was enacted by the 2016 General Assembly and was to take effect July 1, 2017. Revenues are increased
by $840,000.

Historic Homeowner Tax Credit: Restores the Historic Homeowner Assistance Tax Credit Program to
accommodate all outstanding tax credits issued prior to the personal income tax reform that began
January 1, 2011. The existing 115 taxpayers hold $797,911 in outstanding credits, with $160,276
expected to be exercised in FY2018.

Seeds - Exemption from Sales Tax: Adds seeds and plants that are used to grow food and food
ingredients to the list of goods and services exempted from the State’s sales and use tax. The
change will cost $6,000 annually in decreased revenue.

ECONOMIC DEVELOPMENT:

Rebuild RI: Includes $12.5 million for the Rebuild Rl Tax Credit program.

Other Incentives: Funds several Economic Development Initiatives under the Executive Office of
Commerce/Commerce Corp, including:

= $1.8 million for the First Wave Closing Fund to catalyze development
= $2.0 million for the 1-195 Redevelopment Fund.

=  $1.0 million for the Innovation VVouchers Program

= $500,000 for the Main Street RI Streetscape Program

= $800,000 to support the RI Wavemaker Fund to provide tax credits against the taxpayers’ tax
liability to cover educational loan expenses

= $500,000 to support the Air Service Development Fund, which provides loss protection to an airline
for new routes while minimizing downside risk for the airline and giving Rhode Island a
competitive edge against other airports

1-195 Redevelopment Fund: Includes $2.0 million for the 1-195 Redevelopment Fund.
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EDUCATION:

Funding Formula: Increases FY2018 general revenue funding by $44.2 million to adjust the seventh-
year formula calculation based on March 2017 student enrollment and free and reduced price lunch
data. This adjustment brings the total of formula aid to $859.3 million for all the school districts except
Central Falls, which is included as a separate budget program, and the state schools. The funding
increase for the seventh year of the education funding formula for all school districts, charter schools,
Davies Career & Technical School (Davies), and the Metropolitan Career and Technical School (Met)
totals $41.5 million. The difference is due to the decrease in funding to Central Falls ($1.2 million),
Davies ($850,458), and the Met ($627,280) in FY2018 relative to the FY2017 enacted level.

Advanced Manufacturing Program (RICAP funds): Includes $3.7 million in Rhode Island Capital Plan
(RICAP) funds to provide updated technology and infrastructure to train students in advanced
manufacturing at Davies. The investments will be guided by the needs of the industry.

Agency-Wide Reduction: Includes a 3.0 percent agency-wide reduction in general revenue of
$600,040. The specific areas of reductions are at the discretion of the Commissioner. This reduction
is prior to any application of the statewide savings included in the budget.

Turnover: Reduces funding for personnel costs by $183,655 to reflect the turnover to be achieved by
keeping staffing at the May 2017 levels.

Interdepartmental Cost Allocation: Includes a $112,487 interdepartmental transfer representing 50.0
percent of the salary and benefits of a Deputy Chief of Staff in the Governor’s Office who works on
education policy issues.

Rhode Island Promise Scholarship Program: Provides $2.8 million for scholarships at CCRI for first-
time, full-time high school graduates. The scholarship program has no income restrictions. Other costs,
such as room and board, textbooks, meal plans, or travel are not included. Students must maintain a
grade point average 2.5 or greater, and commit to live, work, or continue their education in Rhode
Island after graduation.

Nursing Education Center: Includes $5.0 million for the State’s share of Nursing Education Center
(NEC) a partnership between the State, Rhode Island College, and the University of Rhode Island to
provide a state-of-the-art facility to be shared by the institutions thus reducing redundancy.

Increased Operating Support for Institutions of Higher Education: Increases general revenue
operating support at the institutions by $2.8 million, including $1.5 million for the University of Rhode
Island, $750,000 for Rhode Island College, and $500,000 for CCRI.

Westerly Higher Education and Job Training Center: Provides $1.3 million in general revenue and
$1.5 million in restricted receipts for the Westerly Higher Education and Job Training Center. This
represents an increase of $500,000 in general revenue and $1.0 million in restricted receipts relative to
the FY2017 Budget as Enacted.

OPC Dual/Concurrent Enrollment: Article 12 limits payments to the public institutions of higher
education for dual and concurrent enrollment to the amount appropriated and requires the Council on
Postsecondary Education to promulgate rules and regulations enforcing the limit on program costs.

Small Business Development Center: Increases funding for the Rhode Island Small Business
Development Center (RISBDC) by $100,000 to leverage additional federal funding, bringing the total
state support to $350,000.

LOCAL/MUNICIPAL ISSUES AND AID:

Motor Vehicle Excise Tax: Decreases the motor vehicle excise tax each year from FY2018 through
FY2023, fully eliminating the tax in FY2024. In FY2018, municipalities will lose an estimated $25.2
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8 | 2018 BUDGET AS ENACTED

million in forgone tax levy; therefore, the Budget is increased by $26.0 million in general revenue to
reimburse municipalities for the lost tax revenue.

PILOT: Increases the payments in lieu of taxes (PILOT) by $3.2 million over last year, resulting in $45.2
million in total funding. This new reimbursement level is at the required level of 27.0 percent of forgone
tax revenue.

Distressed Community Relief: Maintains FY2017 funding at $12.4 million. The City of Johnston is
newly qualified as a distressed community in FY2018 and the City of Cranston will exit the program.

Libraries: Includes $59,822 less than the FY2017 Budget due to a construction project delay in
Barrington.

HEALTH AND HUMAN SERVICES:

Nursing Facilities: Freezes the scheduled inflation-based payments to nursing facilities saving $5.6
million in general revenue ($10.9 million all funds). Additionally, the Budget saves $2.5 million in
general revenue ($5.1 million all funds) related to reduced nursing facility utilization.

Hospitals: Restores $12.3 million in hospital savings proposed in the Governor’s FY2018 budget and
increases general revenue by $2.0 million for the Graduate Medical Education (GME) program in
FY2018.

MCOs: Includes savings related to Managed Care Organizations (MCOs) by reforming the MCO
performance goal program, saving $2.3 million in general revenue ($1.6 million all funds); reducing
administrative rates paid to MCOs, saving $3.5 in general revenue ($9.3 million all funds); and
eliminating the provider incentive program, saving $1.5 million in general revenue ($3.0 million all
funds), for a total savings of $7.3 in general revenue ($13.9 million all funds) in FY2018.

Enhanced CHIP Claiming: Includes a general revenue reduction of $3.6 million in FY2018 related to
improved Children’s Health Insurance Program (CHIP) claiming.

FQHCs: Includes savings related to modifying the alternative payment methodology for FQHCs saving
$1.2 million in general revenue ($3.0 million all funds) in FY2018.

Contract Savings: Reduces general revenue for contracted services by $1.9 million ($3.9 million all
funds) in FY2018.

Children’s Health Account (CHA): Increases the assessment to private and self-funded insurers which
funds the CHA, generating an additional $3.8 million in restricted receipts in FY2018.

Program Integrity: Includes savings related to improved program integrity through recovered
beneficiary collections, Medicare premium collections, eligibility integrity, and estate recoveries,
saving $3.8 million in general revenue in FY2018.

Federal Medicaid Matching: Saves $4.0 million in general revenue in FY2018 related to improved
Medicaid claiming for services provided by the Department of Children, Youth, and Families.

Eleanor Slater Hospital Reorganization: Includes a reduction in general revenue of $1.3 million ($8.4
million all funds) related to the reorganization at Eleanor Slater Hospital. Reorganization efforts are
expected to reduce overtime expenditures, consolidate medical units, reduce medical service costs, and
transfer sex offenders to a lower-cost setting.

Recovery Housing Pilot Program: Includes a $200,000 general revenue increase to fund the recovery
housing pilot program in FY2018. The pilot will create a stable, drug free living environment for
individuals recovering from substance abuse disorders.
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Direct Support Professional (DSP) Wage Increase: Increases general revenue expenditures by $3.0
million ($6.1 million all funds) to increase wages for Direct Support Professional (DSP) workers and
job coaches providing care for individuals with I/DD.

Residential Group Home Transitions: Includes $3.9 million in general revenue savings in FY2018
related to group home transitions.

Third Party Billing: Reduces general revenue expenditures by $1.6 million and increases restricted
receipts by $1.6 million in FY2018.

Child Care Costs to TANF: Reduces general revenue expenditures by $2.8 million by shifting Child Care
Assistance Program (CCAP) expenditures to the federal Temporary Assistance to Needy Families
(TANF) Block Grant.

Transitional Child Care Program: Removes the sunset for the Transitional Child Care Program making
the program permanent. The funding for the Transitional Child Care Program was included in the May
Caseload Estimating Conference.

PUBLIC SAFETY:

Judiciary: provides $1.8 million in general revenue to fund personnel costs associated Pretrial Services
Staff which works with defendants to reduce the incidence of bail violation or revocation.

Consolidation of Fire Marshal’s Office: Provides $135,070 to finance the lease for the Fire Marshal’s
new 560 Jefferson Boulevard Offices, consolidating the Division’s various offices from around the
state.

NATURAL RESOURCES:

Eisenhower House: Transfers management of the Eisenhower House from the Historical Preservation
and Heritage Commission to the Department of Environmental Management (DEM).

Conservation Districts: Provides a $50,000 line-item grant award for the Conservation Districts. The
Districts are not-for-profit, quasi-public subdivisions of state government, administered by volunteers
from the community.

Clean Diesel Program: Shifts $1.0 million of the funding to establish the Rhode Island Clean Diesel
Program into FY2018 and FY2019 to reduce emissions from heavy-duty engines operating on state
roads and helping companies improve supply chain efficiency.

Volvo Ocean Race to Commerce Tourism Funds: Provides $775,000 in Commerce Corporation
Tourism funds for security, waste disposal, and program supply costs for the VVolvo Ocean Race in May
2018.

TRANSPORTATION/TRANSIT:

Federal Highway Improvement Program: Adds $12.0 million in federal funds in FY2018 to finance
projects under the Federal Highway Improvement Program (HIP). HIP projects include bridge,
pavement, transit, and transportation alternatives.

Restoration of Free Fare Program: Provides the Rhode Island Public Transit Authority (RIPTA) with
$5.0 million in Rhode Island Highway Maintenance Funds in both FY2018 and FY2019 to fund the
free-fare program for low-income senior and disabled persons. A coordinating council is established
to develop recommendations for the sustainable funding of the program going forward.
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Department of Administration

FY2016 FY2017 FY2017 Change from FY2018 Change from

Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
Accounts and Control $3.9 $4.1 $4.0 (0.10) (0.02) $4.4 50.3 7.3%
Auditing 1.4 - - - - - - -
Office of Management and Budget 4.6 10.3 8.9 (1.4) -13.6% 10.9 0.6 5.8%
Capital Asset Management and Maintenance - 40.9 39.6 (1.4) - 40.0 (0.9) 100.0%
Construction Permitting, Approvals and Licensing 2.6 33 3.1 (0.2) -7.4% 3.0 (0.3) -10.0%
Capital Projects and Property Management 1.6 - - - - - - -
Central Management 3.1 2.7 2.7 0.0 0.7% 3.0 0.3 12.6%
Debt Service Payments 162.8 179.0 168.1 (10.9) -6.1% 181.3 2.3 1.3%
Energy Resources 16.6 12.9 16.7 3.8 29.5% 12.1 (0.8) -6.0%
Facilities Management 35.9 - - - - - - -
General 37.1 61.8 57.2 (4.6)  -7.4% 56.2 (5.6) -9.1%
Human Resources 9.7 10.5 10.9 0.4 3.8% 11.3 0.8 7.3%
Information Technology 35.5 41.3 47.5 6.2 15.1% 42.3 1.0 2.3%
Legal Services 2.1 2.2 2.1 (0.1) -5.6% 2.2 (0.0) -1.4%
Library and Information Services 2.3 2.5 2.6 0.1 2.5% 2.6 0.1 4.0%
Personnel Appeal Board 0.1 0.1 0.1 0.0 0.5 0.1 0.0 0.5
Personnel and Operational Reforms - (2.0) (1.0) 1.0 -50.9% (30.1) (28.1) 1430.0%
Planning 3.5 5.4 5.0 (0.4) -6.5% 5.5 0.1 1.9%
Purchasing 2.8 3.1 3.1 0.0 0.5% 34 0.3 9.7%
Rhode Island Health Benefits Exchange (HealthSource RI) 23.0 124 16.6 4.2 33.7% 9.6 (2.8) -22.9%
The Office of Diversity, Equity and Opportunity 0.9 1.4 1.1 (0.3) (0.2) 1.4 (0.0) -1.4%
Total $349.6 $391.9 $3883  ($3.6) -0.9% $359.2 ($32.7) -8.3%
Expenditures By Source

General Revenue $212.9 $237.1 $223.2 (513.9) -5.9% $216.2 (520.9) -8.8%
Federal Funds 314 14.9 21.6 6.7 44.7% 13.2 (1.7) -11.6%
Restricted Receipts 30.0 343 422 7.9 23.2% 33.2 (1.0) -3.0%
Other Funds 75.3 105.7 101.4 (4.3)  -4.1% 96.6 (9.1  -8.6%
Total $349.6 $391.9 $388.3 (53.6) -0.9% $359.2 (5$32.7) -8.3%
Authorized FTE Levels 712.7 708.7 708.7 - - 696.7 (12.0) -1.7%

S in millions. Totals may vary due to rounding.

The Department of Administration’s primary function is to provide support services to state departments
and agencies. The Department of Administration was created to consolidate finance, purchasing, and
management functions of the State. The FY2017 Budget as Enacted consolidated and reorganized
programs within the Department of Administration, thereby reducing the number of programs from 20 to
18 sub-programs with specific functions.

MAJOR ISSUES AND TRENDS FOR FY2018

The Budget includes an all funds appropriation of $359.2 million in FY2018, reflecting a net decrease of
$32.7 million from the FY2017 Budget as Enacted. General revenues total $216.2 million and comprise
60.2 percent of the Department’s total appropriation. For FY2018, general revenues decreases $20.9
million from the previous fiscal year primarily due to increased personnel and operating savings.

ACCOUNTS AND CONTROL

Accounts and Control promotes the financial integrity and accountability of State government through
administrative, accounting controls, and procedures. The program administers a comprehensive
accounting and recording system which classifies department and agency transactions in accordance with
the budget plan; maintains control accounts of assets for all departments and agencies; and operates
financial, accounting and cost systems for all departments and agencies.

The program also prepares several publications, including the Comprehensive Annual Financial Report,
Condensed State Financial Report, State Payroll Manual, Procedural Handbook of the Department of
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Administration, and the Consolidated Statewide Cost Allocation Plan. The Budget includes 37.0 FTE
positions in FY2017 and FY2018, consistent with the enacted level.

Accounts and Control General Revenue
FY2017 Enacted $4,147,433
Target and Other Adjustments (16,637)
FY2018 Enacted $4,130,796
Accounts and Control Other Fund Changes
OPEB Administrative Expenses $225,000
OPEB Administrative Expenses (restricted receipts) $225,000

The Budget adds $225,000 in restricted receipts for personnel and contract service costs associated with
the administration of the Other Post Employment Benefit (OPEB) Trust Fund. This includes $75,000 for
salary and benefit expenses, $50,000 for legal expenses, and $100,000 for actuarial expenses. RIGL 36-
12.1-15 authorizes the disbursement of funds from the OPEB Trust Fund into a restricted receipt account
for the sole purpose of maintaining the trust fund.

OFFICE OF MANAGEMENT AND BUDGET

The Office of Management and Budget (OMB) serves as the principal agency for budget, performance
management, and federal grants management. OMB includes the following functions:

» Budget Office: Provides advice to the Governor relating to the financial management of state
government, evaluating necessary resources, analyzing state programs, priorities and alternatives, and
suggesting the optimum allocation of resources to meet policy and management goals. The Budget
Office also prepares fiscal notes on legislation, participates in the Revenue and Caseload Estimating
Conferences, and prepares presentations to bond rating agencies.

= Director: Assists departments and agencies with strategic planning and continuous improvement
processes to enhance management.

= Performance Management: Develops and monitors performance measures for each state agency.

= Federal Grants Administration: Monitors and reports on federal grants and maximizes the use of
federal funds for eligible programs and functions.

= Regulatory Reform: Evaluates and reforms state and local regulatory environments.

= Office of Internal Audit: Conducts audits on any state agency, state entity, or private entity receiving
state funding or grants. The OIA evaluates the efficiency of an agency’s operations and internal
controls, and prevents or detects fraud and mismanagement.

The Budget includes 67.6 positions in FY2017 and in FY2018.

Office of Management and Budget General Revenue
FY2017 Enacted $8,535,107
Target and Other Adjustments 14,248
Pay-for-Success Project 300,000
Special Legal Counsel - Regulatory Reform 170,704
Personnel (77,708)
Fraud and Waste Data Tool (60,000)
LEAN Initiative Informational
FY2018 Enacted $8,882,351
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Pay-for-Success Project $300,000

The Budget includes $300,000 in general revenue to fund the Pay-for-Success project in the Department
of Corrections (DOC). The Department of Corrections worked with the Harvard Kennedy School’s
Government Performance Lab to develop a proposal to increase employment and reduce recidivism
among high-risk or formerly incarcerated individuals.

To improve recidivism rates, DOC is exploring the use of Pay-for-Success, a data-driven approach to
improving service delivery. In a Pay-for-Success initiative, investors provide up-front funding for a
project; and the state only repays investors if a third party evaluator determines the initiative achieved
specific, predetermined outcomes that benefit society and save taxpayer dollars. This approach ensures
government funding is allocated based on proven results, not inputs or promised success.

DOC will manage the programmatic components of the Pay-For-Success project, but the Office of
Management and Budget (OMB) will serve as contract administrator to ensure that funds are not
disbursed unless certain benchmarks are achieved. Because OMB coordinates the state’s involvement in
the Pew-MacArthur Results First Initiative and has developed a cost-benefit model for recidivism
reduction programs, it is able to project potential savings from recidivism reduction and track whether
those savings are realized. At this point, no third-party funds are envisioned for the pilot project, but if the
effort proves successful, OMB and DOC may work with the Harvard Kennedy School of Government
Performance Lab team to pursue external funding sources for program expansion.

Special Legal Counsel — Regulatory Reform $170,704

The Budget includes $170,704 in general revenue funding reflecting the transfer of funds from the Office
of the Secretary of State to support legal service assistance to state agencies working to revise and update
rules and regulations as part of the regulatory reform initiative.

Personnel (577,708)

The Budget includes $6.2 million in general revenue to cover the salary and benefit costs within the
Office of Management and Budget. This reflects a net decrease of $77,708 from the FY2017 Budget as
Enacted and includes the elimination of $235,886 in general revenue for salary and benefit costs
associated with 2.0 Senior Economic and Policy Analyst positions within the Performance Management
program. Funding for the positions was not included in the FY2017 Budget as Enacted, but the
Department filled the positions. The adjustment also includes a reduction of $307,999 in general revenue
for personnel and operating costs for a 1.0 Senior Management and Methods Analyst position. The
Budget also includes increases for planned salary and benefit changes.

Fraud and Waste Data Tool (560,000)

The Budget includes $1.4 million in general revenue for the Fraud and Waste Data Tool as part of the
FY2018 Budget, reflecting a reduction of $60,000 from the FY2017 Budget as Enacted, but an increase of
$440,000 compared to the Governor’s FY2018 Budget recommendation. The Budget shifts $1.4 million
in unspent funds from FY2017 to FY2018 due to a delay in implementing the program during FY2017.
The appropriation in FY2017 was to implement a new fraud and waste detection system combining data
across State agencies including the Department of Revenue, Department of Labor and Training, and the
various human services agencies.

However, the Department recently cancelled the initial request for proposal (RFP) for the fraud data
warehouse and system after discovering that much of the data required to deploy an enterprise wide fraud
system currently exists in the Division of Taxation’s new data warehouse. The Department will leverage
the existing data and case management software and a new RFP is under development for data modeling,
mining, and algorithm creation that will be used to explore fraud, waste, and abuse of state and federal
program funds.
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LEAN Initiative

The FY2017 Revised Budget includes $100,000 in general revenues for contracted professional services
in the Office of Management and Budget (OMB). This reflects continued funding of the statewide LEAN
process improvement program administered by OMB. The LEAN process improvement program allows
State agencies to submit an application to OMB to conduct the review and improve processes within an
agency. However, funding for the Initiative is not included in the FY2018 Budget. It is anticipated that
funding for this issue may be available through the Rhode Island Foundation.

Informational

CAPITAL ASSET MANAGEMENT AND MAINTENANCE

The Division of Capital Asset Management and Maintenance (DCAMM) centralizes capital assets, capital
projects, and state facilities maintenance functions. The division was established under the FY2017
Budget as Enacted. The division consists of the following subprograms: Capital Asset Management and
Maintenance Administration, Office of Facilities Management and Maintenance, and the Office of
Planning, Design and Construction, and has oversight of the following areas:

» Office of Planning, Design and Construction (PDC) manages new construction and rehabilitation
projects.

= Office of Facilities Management and Maintenance (OFMM) maintains the state facilities.
= Office of Risk Management

» Office of State Fleet Operations administers the purchase, repair, and disposal of state vehicles and
operates 15 state fuel depots.

The Budget recommends 136.5 FTE positions in FY2017 and in FY2018.

Capital Asset Management and Maintenance General Revenue

FY2017 Enacted $34,693,189
Target and Other Adjustments 3,581
Capital Center Utilities (1,523,582)
Personnel 400,599
Contracted Services 294,840
FY2018 Enacted $33,868,627

Capital Center Utilities (51.5 million)

The Budget appropriates $13.9 million to pay for Capital Center utility expenses, reflecting a decrease of
$1.5 million from the FY2017 Budget as Enacted. The Budget is based on forecasted commodity and
utility expenditures.

FY2017 FY2018

Capital Center Utility Expenses Enacted Enacted Change

Fuel: Natural Gas $8,590,000 $7,336,565 ($1,253,435)
CUF: Overhead 2,809,247 2,573,000 (236,247)
Fuel: Oil #2 - Home Heating Oil 85,400 290,500 205,100
Sewer Use 1,833,000 1,682,000 (151,000)
Fuel: Wood Chips 350,000 252,000 (98,000)
Telecomm: Overhead 58,400 68,400 10,000
Electricity 309,000 309,000 -
Telecomm: Telephone Charges 25,000 25,000 -
Telephone and Telegraph 9,080 9,080 -
Water 1,392,000 1,392,000 -
Total $15,461,127 $13,937,545 ($1,523,582)
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Personnel 5$400,599

The Budget adds $400,599 in general revenue for personnel expenses for the Division of Capital Asset
Management and Maintenance reflecting unachieved turnover savings originally projected in the FY2017
Enacted Budget and increases in benefits as required in the FY2018 Budget planning values.

Contracted Services $294,840

The Budget includes $3.2 million in general revenue funding for contracted professional services within
the Division. This reflects an increase of $294,840. The largest contracted service is the management of
the Pastore Power Plant by NORESCO, comprising 73.0 percent of the Division’s contracted service
costs. This is followed by janitorial services (18.0 percent) and grounds keeping services (4.0 percent).
The Budget adds $235,000 to cover a 3.0 percent contract increase with NORESCO and adds $133,250
for increased janitorial service costs. The increases are offset set by other contract service adjustments
totaling $73,410.

CONSTRUCTION PERMITTING, APPROVALS, AND LICENSING

The Division of Construction Permitting, Approvals, and Licensing, consists of the following
subprograms: State Building Code Commission, Contractor’s Registration Board, and the Fire Code
Board of Appeal. The Budget recommends 26.0 FTE positions in FY2017 and in FY2018.

= The Building Code Commission oversees the approval of state projects for conformance to
Americans with Disabilities Act (ADA) and accessibility standards and building codes. The
Commission also conducts a variety of training programs for code officials and those in the building
trades.

» The Contractors’ Registration and Licensing Board safeguards consumers’ rights related to contracted
improvements on their property and has a dispute resolution process that criminally prosecutes cases
when not resolved through the Attorney General’s Office in District Court. The Board registers
contractors who perform work on residential and commercial properties.

= The Fire Code Board of Appeal and Review adopts fire safety codes, provides hearings for code
appeals, and provides training and technical assistance to local authorities.

Construction Permitting, Approvals, and Licensing General Revenue
FY2017 Enacted $1,823,455
Target and Other Adjustments 52,520
Operating Adjustments (85,000)
FY2018 Enacted $1,790,975
Operating Adjustments (585,000)

The Budget includes a net decrease of $85,000 in general revenue for operating expenses reflecting a
reduction of $115,000 for the printing of new building code books, which are now revised on a 3-year
schedule. This is offset by an increase of $30,000 reflecting the first year software maintenance costs for
the State’s E-permitting system.

CENTRAL MANAGEMENT

Central Management is comprised of three major functions: the Director’s Office, the Central Business
Office, and the Judicial Nominating Commission.

= The Director’s Office provides for the overall operation of the department and provides assistance to
all Executive branch agencies and to the Office of the Governor.
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= The Central Business Office provides financial management assistance to the program areas within
the Department of Administration and the Department of Revenue to ensure maximum use of state
and federal resources.

=  The Judicial Nominating Commission recommends candidates to the Governor to fill vacancies in the
Rhode Island Judiciary. The Commission is required by statute to advertise for each judicial vacancy
and to actively seek and encourage applications from qualified individuals.

The Budget includes 24.0 FTE positions in FY2017 and 25.0 FTEs in FY2018.

Central Management General Revenue
FY2017 Enacted $2,660,785
Target and Other Adjustments 6,672
Cybersecurity Director Restoration 631,200
Personnel Classification Study Implementation (250,000)
FY2018 Enacted $3,048,657
Cybersecurity Director Restoration $631,200

The Budget restores $631,200 to the Department of Administration, reversing the Governor’s proposal to
transfer the Director for Cybersecurity position from the Department of Administration to the Department
of Public Safety. The restoration includes funding for salary, operating expenses, and contracted services.

Personnel Classification Study Implementation (5250,000)

The Budget eliminates $250,000 in general revenue for the implementation services required for the
Employee Compensation and Classification Study. The classification study was one of the
recommendations received from the personnel study performed by the Segal Company.

DEBT SERVICE PAYMENTS

The Debt Service Payments program funds expenditures for both long- and short-term tax supported debt
obligations of the State. This includes debt service on general obligation bonds as well as lease payments
securing certificates of participation issued by the State. The program encompasses leases or trust
agreements securing revenue bonds issued by the Rhode Island Convention Center Authority, Rhode
Island Refunding Bond Authority, Rhode Island Commerce Corporation, or other obligations that are part
of the State’s net tax supported debt. The Debt Service program has no FTE positions.

Debt Service Payments General Revenue
FY2017 Enacted $130,523,966

Target and Other Adjustments -

General Obligation Bond Changes 18,414,605
Certificates of Participation (COPs) (5,391,643)
38 Studios Debt Service Changes (2,523,261)
Other Debt Service Changes (2,620,602)
FY2018 Enacted $138,403,065
Debt Service Payments Other Fund Changes
RIPTA Debt Service $1,601,590
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General Obligation Bond Changes 518.4 million

The Budget includes $53.4 million in general revenue to fund the costs of the State’s general obligation
debt service in FY2018, or $18.4 million more than FY2017.

FY2017 FY2018
General Obligation and Other Debt Enacted Enacted Change
DEM Debt Service - Recreation $S0.0 $10.6 $10.6
DOA - Affordable Housing GO Bonds - 7.3 7.3
G.0. Bond New Bond Issue Projected Costs 6.6 1.6 (5.0)
All Other G. O. and Other Debt Adjustments 28.4 33.9 5.5
Total $35.0 $53.4 $18.4

S in millions.

The FY2016 Budget as Enacted included $64.5 million in general revenue savings from the refinancing
and restructuring of a portion of the State’s general obligation debt service to achieve savings in fiscal
years 2016 and 2017. The funding was used for a variety of programs under the Executive Office of
Commerce over the next two fiscal years. To account for the impact in FY2016, the savings was stated in
one account as a negative, that is adjusted and distributed to each debt account impacted by the savings as
part of the FY2016 Revised Budget. A portion of the debt restructuring required the Budget Office to
shift previously general revenue funded debt service to other funds because the restructuring savings were
partially attributable to Department of Transportation debt. This shift includes the DEM Debt Service
Recreation item and the DOA Affordable Housing G.O. Bonds.

The Budget includes the spring 2017 issuance of $92.0 million for previously authorized but unissued
G.O. Bonds. The issuance requires debt service of $7.0 million in FY2018. However, the Budget also
includes a refunding of certain general obligation debt and certificates of participation that generates a
new savings of $3.5 million for FY2018. The Budget assigns this savings to the general obligation debt
service category that will later be reallocated to the actual debt service categories. This reduces the
FY2018 debt service requirement on the new issuance to $1.6 million, which is $5.0 million less than the
amount funded in the FY2017 Budget as Enacted.

In addition, the Budget assumed a $1.5 million savings related to the issuance of general obligation bond
debt. However the Budget Office projects a savings estimates closer to $3.0 million. This will result in
additional general revenue savings of $1.5 million in FY2018. The Budget also shifts payment $1.6
million in general revenue debt service for the Rhode Island Public Transit Authority from general
revenue to other funds. There is a corresponding increase of $1.6 million in other funds.

Many of the adjustments contained under the All Other General Obligation bond adjustments reflect the
debt restructuring occurring in FY2016.

Certificates of Participation (COPs) (55.3 million)

The Budget includes $26.8 million in general revenue to cover the debt service on eleven projects
financed through certificates of participation (COPs). This reflects a decrease of $5.3 million from the
FY2017 Budget as Enacted. The largest adjustment, related to the Shepherd Building Lease Payment,
reflects the ending of the lease payments in FY2017.
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FY2017 FY2018

Certificates of Participation Enacted Enacted Change
COPS - BHDDH - Power Plant $2.3 $2.3 50.0
COPS - Attorney General - Debt Service - - -
COPS - Center General Bldg. - Tenant 0.2 - (0.2)
COPS - Center General Building 0.1 - (0.1)
COPS - DCYF Training School 4.2 4.2 -
COPS - Energy Conservation 6.9 6.5 (0.4)
COPS - Kent County Courthouse 4.6 4.6 -
COPS - School for the Deaf 2.5 2.5 -
COPS - Technology 6.6 5.0 (1.6)
COPS - Traffic Tribunal - Debt Service 1.7 1.7 -
COPS - Shepherd Building Lease Payment 3.0 - (3.0)
Total $32.1 $26.8 ($5.3)
S in millions.

38 Studios Debt Service (52.5 million)

The Budget excludes funding for the 38 Studios Debt service, resulting in a decrease of $2.5 million in
general revenue from the FY2017 Budget as Enacted. The FY2017 Budget as Enacted included $2.5
million for debt service on the 38 Studios Bonds. The amount reflected the State receiving various
individual settlements that reduced the appropriation needed to make the scheduled debt service payment.
For FY2018, due to the individual settlements received over FY2017, the State has sufficient funds in the
debt service reserve to cover the entire $12.4 million payment in the upcoming year, thus eliminating the
need for an appropriation in FY2018.

As of March 6, 2017, the Rhode Island Commerce Corporation lawsuit settled with all of the named
defendants resulting in a net collection of $50.6 million. The net collections are used to offset the annual
debt service requirements and at the present the State will only need to appropriate a small sum of funds
in FY2020 and one last debt service payment of $12.3 million in FY2021.

The total debt service cost to the State less settlement collections is projected at $38.7 million.

Rhode Island Commerce Corporation (formerly RIEDC) Job Creation Guaranty Program

Settlements cummulative

Total Debt Capitalized State and Other Paid Debt Outstanding
FY Principal Interest Service Interest Appropriation Sources’ Service Debt Service
2011 - $2,639,958 2,639,958 $2,639,958 - - 2,639,958 109,947,131
2012 - 5,309,412 5,309,412 5,309,412 - - 7,949,370 104,637,719
2013 - 5,309,412 5,309,412 5,309,412 - - 13,258,782 99,328,307
2014 7,440,000 5,086,212 12,526,212 10,094,707 2,500,000 - 25,784,994 86,802,095
2015 7,885,000 4,626,462 12,511,462 - 8,635,000 4,091,061 38,296,456 74,290,633
2016 8,360,000 4,139,112 12,499,112 - 12,499,113 9,931,835 50,795,568 61,791,521
2017 8,860,000 3,589,287 12,449,287 - 2,523,261 36,538,448 63,244,855 49,342,234
2018 9,455,000 2,923,881 12,378,881 - - - 75,623,736 36,963,353
2019 10,190,000 2,162,639 12,352,639 - - - 87,976,375 24,610,714
2020 10,980,000 1,342,301 12,322,301 - 226,469 - 100,298,676 12,288,413
2021 11,830,000 458,413 12,288,413 - 12,288,413 - 112,587,089 -
Total $75,000,000 $37,587,089 $112,587,089 $23,353,489 $38,672,256 $50,561,344

Source: State Budget Office
1 Reflects the State Budget Office projected net settlement amount for FY2017.

Other Debt Service Changes (52.6 million)

The Budget includes $58.4 million in general revenue for debt service expenses on five items, reflecting a
decrease of $2.6 million from various adjustments from the FY2017 Budget as Enacted. The adjustments
include lower projected debt service for the Rhode Island Convention Center debt, an increase of
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$120,496 for the Historic Structures Tax Credit debt, and an increase of $150,000 for the 1-195 Land
Acquisition interest only debt service.

Other Debt Service FY2017 Enacted FY2018 Enacted Change
Convention Center Authority $22.5 $19.6 (52.9)
EDC - Fidelity Job Rent Credits 3.4 3.4 -

EDC - Providence Place Mall Sales Tax 3.6 3.6 -

Historic Structures Tax Credit 31.0 31.1 0.1
1-195 Land Acquisition 0.5 0.7 0.2
Total $61.0 $58.4 (52.6)
S in millions.

RIPTA Debt Service (other funds) $1.6 million

The Budget shifts payment $1.6 million in general revenue debt service for the Rhode Island Public
Transit Authority from general revenue to other funds. There is a corresponding increase of $1.6 million
in other funds.

OFFICE OF ENERGY RESOURCES

The Office of Energy Resources (OER) and the Energy Efficiency and Resource Management Council
(EERMC) were established statutorily in 2006 to replace the former State Energy Office. The OER
provides comprehensive integrated development, administration, and oversight of ongoing energy
policies, plans, and programs to meet state and federal requirements and to provide policy guidance to
executive leadership. The Budget includes 13.0 FTE positions in FY2017 and in FY2018.

Energy Resources Other Fund Changes
Regional Greenhouse Gas Initiative (51,347,028)
2016 Energy Metrics Grant 295,000
Reconciliation Funding 190,000
Regional Greenhouse Gas Initiative (restricted receipts) (51.3 million)

The Budget includes $10.2 million in restricted receipts for grant awards as part of the Regional
Greenhouse Gas Initiative (RGGI). This reflects a decrease of $1.3 million from the FY2017 Budget as
Enacted. The Regional Greenhouse Gas Initiative (RGGI) is a cooperative effort by Northeastern and
Mid-Atlantic states that requires member states to reduce carbon dioxide (CO2) emissions from large
fossil fuel-fired electric power plants to help address climate change. Central to this initiative is the
implementation of a multi-state “cap-and-trade” program with a market-based emissions trading system.

2016 Energy Metrics Grant (federal funds) $295,000

This item reflects a new appropriation of federal funds received through a Department of Energy (DOE)
grant to address two key barriers that are impeding the adoption of residential energy ratings and labels.
The project will facilitate collaboration between states, DOE, and Residential Energy Services Network
(RESNET) aimed at defining common elements of a market-facing label that can be populated by data
flowing from either Home Energy Rating System (HERS) or Home Energy Score (HEScore). It will build
on the activities in Missouri and Oregon, as well as the work of the New York State Energy Research and
Development Authority (NYSERDA) National Labeling Group, which is seeking to harmonize scores for
multifamily and commercial buildings. By coordinating efforts, states can develop common standards that
reduce market confusion and streamline information-sharing with the real estate system, while still
allowing states to incorporate unique elements that are important in their region. The federal grant started
in January 2017, and $150,000 was included in the FY2017 Supplemental Budget.
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Reconciliation Funding (restricted receipts) $190,000

The Budget includes a new account in the Department of Administration used to support specific studies
requested by the Distributed Generation Board, per their authority under the Renewable Energy Growth
law. The reconciliation funding is approved by the Public Utility Commission under separate docket
proceedings.

GENERAL

The General program reflects funds appropriated to finance expenditures not allocated to other State
departments or agencies and not specific to any one program within the Department of Administration.
Grants and benefits reflect grants made to certain organizations, which are appropriated by the General
Assembly. The General program has no FTE positions.

General General Revenue
FY2017 Enacted $15,256,349

Target and Other Adjustments -

Rhode Island Public Transit Authority (900,000)
Library Construction Aid (61,592)
City Year 50,000
FY2018 Enacted $14,344,757
Rhode Island Public Transit Authority (5$900,000)

The Budget eliminates funding to the Rhode Island Public Transit Authority (RIPTA) for operational and
fare-subsidy support, resulting in a decrease of $900,000 in general revenue from the FY2017 Budget as
Enacted. This was a one-time grant for operational and fare-subsidy support to the entity.

Analyst Note: Article 4 of the FY2018 Budget as Enacted provides the Rhode Island Public Transit Authority with
S5.0 million in both FY2018 and FY2019 to temporarily fund the free-fare program for low-income senior and
disabled persons. This funding is contingent upon the establishment of a coordinating council charged with
developing recommendations for the sustainable funding of the program while maximizing the use of federal funds
available to support the transportation needs of this population. The recommendations are to be provided to the
Governor and General Assembly by November 1, 2018.

Library Construction Aid (561,592)

The Budget reduces the State Library Construction Aid by $61,592 in general revenue. The Office of
Library and Information Services makes awards to municipalities and free public libraries for
construction or capital improvements. Grants are limited to a maximum of 50.0 percent of the total
eligible costs as determined by the Office of Library and Information Services and are paid on an
installment basis for a period of up to 20 years. For FY2018, the Budget decreases funding from $2.2
million to $2.1 million, to reflect actual reimbursement costs.

City Year $50,000

The Budget adds $50,000 in general revenue to fund to City Year for the Whole School Whole Child
Program that provides services to at risk students. The grant item is identified within Article 1 of the
Appropriations Act.

HUMAN RESOURCES

The Division of Human Resources is composed of eight subprograms: Administrative Services,
Classification and Examinations, Equal Employment Opportunity, Outreach and Diversity, Employee
Benefits, Training and Development, Employee Services, and Human Resource Service Centers. Its
primary mission is to provide cost-effective human resource services to employees, labor, and
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management to assist them in carrying out the functions and responsibilities of state government. The
Budget includes 99.8 FTE positions in FY2017 and 95.8 FTE positions in FY2018.

Human Resources General Revenue
FY2017 Enacted $7,783,906
Target and Other Adjustments (535)
Personnel 326,257
Operating Adjustments (52,440)
FY2018 Enacted $8,057,188
Personnel $326,257

The Budget increases personnel costs by $326,257 in general revenue reflecting salary adjustment and
benefit rates consistent with the FY2018 planning values.
Operating Adjustments ($52,440)

The Budget decreases funding by $52,440 in general revenue for various operating expenses based on the
Department’s cost projections.

FY2017 FY2018

Operating Expenses Enacted Enacted Change

Software Maintenance Agreements $110,898 $78,163 (532,735)
Postage and Postal Services $36,000 $21,000 (515,000)
Maintenance/Repairs: Office Equipment $8,407 $1,320 (57,087)
Dues and Fees $3,000 $8,348 S$5,348
All Other Adjustments $127,451 $124,485 (52,966)
Total $285,756 $233,316 (552,440)

INFORMATION TECHNOLOGY

The Division of Information Technology (DolT) program oversees, coordinates, and develops all
information technology (IT) resources within the executive branch. All hiring and spending decisions
involving IT may only be made with the advice and approval of the Chief Information Officer.
Information Technology defines and maintains the architectural standards for hardware, software,
networks, and services that guide state investments in IT.

The FY2017 Budget as Enacted established a centralized Division of Enterprise, Technology, Strategy,
and Service (DETSS) within the Department of Administration to oversee the Office of Digital
Excellence, the Division of Information Technology, and the Office of Library and Information Services.
This is an internal reorganization to align technical expertise across executive branch agencies.

The Budget includes 193.0 FTE positions in FY2017 and 194.0 FTE positions in FY2018, reflecting an
adjustment of costs allocation for three positions from the Executive Office of Health and Human
Services to DolT, and the transfer of a 1.0 Data Processing Systems Manager position from the
Department of Public Safety.
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Information Technology General Revenue
FY2017 Enacted $21,840,562

Target and Other Adjustments -

Personnel 759,956
Cybersecurity Elimination (500,000)
Operating 150,685
Contract Services (104,559)
FY2018 Enacted $22,146,644
Information Technology Other Fund Changes
Information Technology Investment Fund $629,838
Personnel $759,956

The Budget adds $759,956 in general revenue, which includes $709,956 to restore unachieved personnel
turnover that was included in the FY2017 Budget as Enacted, and $50,000 reflecting the transfer of 1.0
Data Processing Systems Manager from the Department of Public Safety.

Cybersecurity Transfer (5500,000)

The Budget eliminates $500,000 in general revenue for personnel, operating, and contracted services for
cybersecurity from the Division of Information Technology. The appropriation for cybersecurity was
included in the FY2017 Budget as Enacted to enhance cybersecurity within the State. The Governor
proposed transferring Cybersecurity to the Department of Public Safety to better align the State’s
cybersecurity needs with the State Police, National Guard, and various federal entities. However, the
establishment of the Cybersecurity office is delayed due to budgetary constraints.

Operating $150,685

The Budget adds $150,685 in general revenue reflecting net adjustments for operating expenses under the
Information Technology program, including an increase of $171,123 for internet service fees, a reduction
of $271,797 for telephone services, an increase of $223,186 for software maintenance agreements, and an
increase of $39,344 for computer maintenance expenses. The computer software was originally purchased
using Information Technology Investment Fund (ITIF), but the expenses of the software licensing and
maintenance renewals will be allocated from operating expenses.

FY2017 FY2018
Operating Expenses Enacted Enacted Change
Telephone and Telegraph $601,481 $329,684 (5271,797)
Software Maintenance Agreements 1,729,611 1,952,797 223,186
Internet Services 494,769 665,892 171,123
Maintenance/Repairs Computer Equipment 609,810 649,154 39,344
Maintenance/Repairs Other Equipment 57,929 74,910 16,981
Records Storage and Retrieval 40,832 25,440 (15,392)
Out-of-State: Transportation 18,949 6,189 (12,760)
All Other Operating Expenses 321,346 321,346 -
Total $3,874,727 $4,025,412 $150,685
Contract Services (5104,559)

The Budget includes $790,117 in general revenue reflecting a net decrease of $104,559 for contract
services. This includes a $171,267 general revenue decrease for contracted desktop support as part of the
Department’s plan to centralize state resources and negate the use of contractors. This is offset by an
increase of $66,708 for disaster recovery costs.
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Information Technology Investment Fund (restricted receipts) 5$629,838

The Budget includes $9.6 million in restricted receipts for the Information Technology Investment Fund
(ITTF), reflecting an increase of $629,838 in restricted receipts from the FY2017 Budget as Enacted. The
Fund is a restricted receipt account for the State’s technology initiatives and improvement projects.

The ITIF derives funding through the sale of state property as well as from two additional sources. The
FY2015 Budget as Enacted authorized the Tobacco Settlement Financing Trust to transfer an estimated
$10.0 million to the ITIF from proceeds of the recent issuance of bonds by the Tobacco Settlement
Financing Corporation. In addition, beginning July 1, 2015, 10.0 percent of the $1.00 surcharge levied on
each residence and business telephone line collected to support the E-911 Uniform Emergency Telephone
System is deposited into the ITIF. The surcharge revenues are projected to generate an additional $1.5
million annually for the ITIF.

Each year the Department establishes a list of proposed and approved projects. For FY2017, this list
consists of $16.3 million in approved projects and $6.4 million in proposed but not yet approved projects.
All projects listed by the Department are subject to availability of funds in the ITIF. The ITIF available
cash balance is $27.5 million excluding obligations, approved projects, and projected revenues.

The following table illustrates the proposed and approved ITIF projects funding balance and IT project
proposed cost. The Department provides this information as a method to demonstrate the entirety of the
Department’s IT project requests. The information provided by the Department in the capital request
signals more work is necessary to find additional revenue sources to fund these initiatives in timely
matter.

Information Technology Fund FY2017 FY2018 FY2019 FY2020 FY2021
Total Approved Projects (516,308,496) ($5,000) ($5,000) ($5,000) ($5,000)
Total Proposed Projects (6,437,470) (7,660,000) (3,305,000) (2,085,000) (2,045,000)
Projected FY Beginning Balance 27,477,162 6,256,196 116,196 (1,668,804) (2,233,804)
Estimated Sale of Property 125,000 125,000 125,000 125,000 125,000
E-911 Fees 1,400,000 1,400,000 1,400,000 1,400,000 1,400,000
Projected FY Ending Balance $6,256,196  $116,196 ($1,668,804) ($2,233,804) ($2,758,804)

Source: Department of Administration

LEGAL SERVICES

Legal Services is responsible for establishing, managing and maintaining legal resources to support all
departments and agencies within the executive branch. Legal Services manages and assists attorneys
within the departments and agencies that provide legal services in programmatic areas. The Budget
includes 16.6 FTE positions in FY2017 and FY2018, consistent with the enacted level.

Legal Services General Revenue
FY2017 Enacted $2,185,988
Target and Other Adjustments (15,032)
FY2018 Enacted $2,170,956

LIBRARY AND INFORMATION SERVICES

The Office of Library and Information Services (OLIS) coordinates inter-library cooperation, maintains
and develops the Rhode Island Library Network, operates the Regional Library for the Blind and
Physically Handicapped, and promotes overall library development through various grant-in-aid programs
for public and institutional libraries. The Budget includes 13.0 FTE positions in FY2017 and FY2018,
consistent with the enacted level.
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The FY2017 Budget as Enacted codified in law the Division of Enterprise, Technology, Strategy, and
Service (DETSS) within the Department of Administration to oversee the Office of Digital Excellence,
the Division of Information Technology, and the Office of Library and Information Services. This is an
internal reorganization to align technical expertise across executive branch agencies. There was no fiscal
impact.

Library and Information Services General Revenue
FY2017 Enacted $1,342,819
Target and Other Adjustments 57,551
Interlibrary Delivery System 79,105
FY2018 Enacted $1,479,475
Interlibrary Delivery System $79,105

The Budget adds $79,105 in general revenue to reflect a 3.0 percent rate increase in the Interlibrary
Delivery System vendor contract price. RIGL 29-6-9 requires that the Office of Library and Information
Services fund the Interlibrary Delivery System in its entirety.

PERSONNEL APPEAL BOARD

The Personnel Appeal Board hears appeals by any person with provisional, probationary, or permanent
status in a position in the classified service aggrieved by an action of the Administrator of Adjudication
for the Department of Administration on matters of personnel administration. The Board administers the
Merit System Law governing appeals, maintenance of records, reviews, appeals from decisions rendered,
and records of cases adjudicated prior to scheduling a public hearing. The Personnel Appeal Board
consists of five members, not more than three of whom are members of the same political party. The
Board has no FTE positions specifically assigned to the program, but does have personnel expenses
equating to 0.5 FTE position for administrative support.

Personnel Appeal Board General Revenue
FY2017 Enacted $133,419
Target and Other Adjustments 11,711

FY2018 Enacted $145,130

PERSONNEL AND OPERATIONAL REFORMS

The Department of Administration has a centralized account for the statewide personnel and operating
savings included in the Budget as Enacted prior to the savings being reflected within the appropriate State
agency budgets. Generally when the savings occur, the Budget Office will distribute and account for the
savings within the appropriate departmental budget accounts of the State agencies.

Personnel and Operational Reforms General Revenue
FY2017 Enacted (51,966,421)
Personnel and Operating Savings (28,113,703)
FY2018 Enacted ($30,080,124)
Personnel and Operating Savings (528.1 million)

The FY2018 Budget as Enacted includes savings of $30.1 million in general revenue, reflecting increased
statewide savings of $28.1 million in FY2018, which includes the $25.0 million savings projection added
into the enacted budget. The savings are stated under the Department of Administration to be distributed
to State agencies as part of the revised budget.
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Personnel and Operating Reforms FY2018 Projected Savings
Unspecified Salary and Benefit Savings ($23,700,000)
Miscellaneous Expense Savings (3,800,000)
Contracted Management Consultant Savings (400,000)
Telecom CENTREX to PBX Conversion (213,703)
Total ($28,113,703)

PLANNING

The Division of Planning is responsible for preparing, adopting, and amending strategic plans for the
physical, economic, and social development of the state. The Division is comprised of three
subprograms: Statewide Planning, Strategic Planning and Economic Development, and the Water
Resources Board.

= Statewide Planning staffs the State Planning Council, which is comprised of state and local
government officials, public members, and federal officials in an advisory capacity. The State
Planning Council serves as the State’s Metropolitan Planning Organization, responsible for planning
and prioritizing state and federal transportation funding.

= Strategic Planning and Economic Development uses policy analysis and the planning process to
prepare issue briefs and draft strategic plans that address current topics of special interest.

* The Water Resources Board (WRB) manages the planning and development of twenty-nine major
water supply systems and the Big River Management Area.

The Budget includes 26.0 FTE positions in FY2017 and in FY2018, consistent with the enacted budget.

Planning General Revenue
FY2017 Enacted $1,341,758
Target and Other Adjustments (6,130)
Personnel and Contract Services Adjustment (64,145)
FY2018 Enacted $1,271,483
Personnel and Contract Services Adjustment (564,145)

The Budget reflects a shift in the allocation percentages received by Statewide Planning for the section’s
administrative and operating expenses. The allocation percentages are based on the Federal Highway
Administration (FHWA) work plan that provides other funds to a state general revenue portion. For
FY2017, the FHWA allocation was 36.0 percent general revenue, 13.0 percent FTA, and 51.0 percent
FHWA, which changed to 32.0 percent general revenue, 13.0 percent FTA, and 55.0 percent FHWA
allocation for FY2018. The result is a decrease of $64,145 in general revenue from FY2017, comprising
$62,945 for personnel and $1,200 for contracted surveyor service expenses.

PURCHASING

The Purchasing Division includes procurement, operational support services, standards and specifications
development and management, vendor information, and minority business enterprises. The procurement
division solicits bids or requests for proposal for services and supplies, negotiates prices with vendors,
and carries out affirmative action programs. Operational support services include purchase order
production and record keeping, bid preparation and opening, requisition tracking, and vendor files. The
standards and specifications staff works with agency representatives to develop statewide standards for
goods and services to be solicited. The Rhode Island Vendor Information Program (RIVIP) is an
electronic system for registering potential bidders and providing bid and other information to vendors and
the general public. The Budget includes 31.0 FTE positions in FY2017 and 30.0 FTE positions in
FY2018, reflecting the addition of a 1.0 Implementation Aide and a 1.0 Administrator Officer position.

TOC



28 | 2018 BUDGET AS ENACTED

Purchasing General Revenue
FY2017 Enacted $2,860,722

Target and Other Adjustments -

Personnel and Operating Adjustments (229,879)
FY2018 Enacted $2,630,843
Purchasing Other Fund Changes
E-procurement On-line System $540,000
Personnel and Operating Adjustment (5229,879)

The Budget reflects a net adjustment of $229,879 in general revenue, reflecting the addition of $219,402
in personnel costs for a new 1.0 Implementation Aide position, as well as funds unachieved turnover
savings that did not materialize in the enacted budget. This increase is offset by several reductions
including: a reduction of $350,000 reflecting a technical correction for E-procurement savings; a
reduction of $91,946 in general revenue to eliminate funding for a 1.0 Administrator Officer position that
was originally eliminated in the FY2017 Budget as Enacted but was reinstituted as part of the Governor’s
FY2018 budget recommendation; and a reduction of $7,335 in fleet loan revolving fund operating
expense.

E-procurement On-line System (restricted receipts) $540,000

The Budget authorizes the state Chief Purchasing Officer to establish and collect from contractors listed
on the master price agreement (MPA), an administrative fee not to exceed 1.0 percent of the total value of
the annual expense against a contract awarded to a state contractor. Based on projected annual MPA
contract awards of $60.0 million in FY2018, the Budget Office conservatively projects restricted receipt
revenues from this E-procurement On-line System fee to generate $540,000 in FY2018. Proceeds of the
fee shall be deposited into a restricted receipt account and shall be used to implement and support a new
online e-procurement system.

RHODE ISLAND HEALTH BENEFITS EXCHANGE

As part of the national health care reform and the Affordable Care Act (ACA), the Rhode Island Health
Benefits Exchange was created by Executive Order in 2011 as a federally-funded program within the
Office of the Governor. The FY2014 Budget as Enacted transferred the program to the Department of
Administration. Rhode Island’s health benefits exchange (HealthSource RI) became operational in
October 2013 and is an online marketplace for individuals, families, and small businesses to compare and
purchase health insurance coverage and gain access to tax credits, reduced cost sharing and public
programs such as Medicaid. The Budget includes 16.0 FTE positions in FY2017 and in FY2018,
consistent with the enacted budget.

Rhode Island Health Benefits Exchange (HealthSource RI) General Revenue
FY2017 Enacted $2,625,841

Target and Other Adjustments -

FY2018 Enacted $2,625,841

Rhode Island Health Benefits Exchange (HealthSource RI) Other Fund Changes
Rhode Island Health Benefits Exchange - restricted receipts (51,772,902)
Rhode Island Health Benefits Exchange - federal funds (1,041,903)
Rhode Island Health Benefits Exchange (restricted receipts) (51.8 million)

The Budget includes $6.8 million in restricted receipts from the Health Reform Assessment authorized
under the FY2016 Budget as Enacted. This reflects a decrease of $1.8 million from the FY2017 Budget as
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Enacted. The assessment is used to fund the operational costs of HealthSource RI, the state-based health
benefits marketplace for individual and small group health insurance and the avenue through which
Rhode Islanders access federal health insurance subsidies. The decrease in restricted receipts reflects a
lower number of insured enrollees than previously projected. This is partly due to problems with the
Unified Health Infrastructure Project (UHIP) as well as from the withdrawal of United Healthcare from
the HealthSource RI marketplace.

Rhode Island Health Benefits Exchange (federal funds) (51.0 million)

The Budget includes $135,136 in federal funds for Rhode Island Health Benefits Exchange for FY2018,
reflecting a decrease of $1.0 million. The use of federal funds for the Exchange declined after FY2015. In
FY2016 and FY2017, federal funds were primarily used for contract services and personnel. This
reflected the shift from federal funding that was provided for the establishment of an ACA-compliant
health benefits exchange, over to a state operated system. The federal funds provided for FY2018 will
fund only personnel costs for one FTE position. To date, the design, development, and implementation of
HealthSource RI has been funded with $138.8 million in federal grants.

FY2013 FY2014 FY2015 FY2016 FY2017 FY2018

HealthSource RI Actual Actual Actual Actual Enacted Enacted Total

Federal Funds $21.8 $47.3 $48.5 $17.6 $1.2 $0.1 $136.5
Restricted Receipts - - - 2.8 8.6 6.7 18.1
Total $21.8 $47.3 $48.5 $20.4 $9.8 $6.8 $154.6

S's in millions

OFFICE OF DIVERSITY, EQUITY, AND OPPORTUNITY

The mission of the Office of Diversity, Equity, and Opportunity is to create and support a diverse and
inclusive state government culture that values and reflects the changing demographics of Rhode Island by
advancing equitable and fair opportunities for all Rhode Island citizens to be employed by or doing
business with the State of Rhode Island.

Article 4 codifies the Office of Diversity, Equity, and Opportunity within the Department of
Administration, which was established by Executive Order 13-05 in 2013.

The Office of Diversity, Equity, and Opportunity, consists of the following: Director of Diversity, the
State Equal Opportunity Office, Minority Business Enterprise Compliance Office, the Outreach and
Diversity Office, and an Office of Supplier Diversity.

» Director of Diversity to administer the office.

= The State Equal Opportunity Office ensures federal and State equal opportunity compliance for all
units of state government.

= The Minority Business Enterprise Compliance Office is responsible for supporting State laws and
policies to ensure full participation of Minority Business Enterprises (MBEs) and Disadvantaged
Business Enterprises (DBEs) in state and federally-funded construction programs and projects, and
State purchases of goods and services.

* The Outreach and Diversity Office is responsible for creating a culture that values a diverse
workforce through diversity training to state employees and assists in recruiting and retaining a
diverse workforce.

» Office of Supplier Diversity will complement the work of the Minority Business Enterprise
Compliance Office.

The Budget includes 9.0 FTE positions in FY2017 and in FY2018, consistent with the enacted budget.
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The Office of Diversity, Equity, and Opportunity General Revenue
FY2017 Enacted $1,294,640
Target and Other Adjustments (12,390)
FY2018 Enacted $1,282,250

CAPITAL PROJECTS

The Budget includes $41.1 million in RICAP for FY2018, a net decrease of $5.0 million from the
FY2017 Budget as Enacted. Significant projects include:

=  $14.3 million in RICAP funds for various projects at the Pastore Center in Cranston, including $5.2
million to renovate the Virks building, $5.2 million in RICAP funds to renovate various structures at
the Center, $2.0 million for electrical upgrades, $600,000 to continue a master plan, and $1.3 million
for continuing parking improvements.

= $3.8 million in RICAP funds to renovate the Rhode Island Convention Center and Dunkin Donuts
Center for the Renewal and Replacement Fund in accordance with the bond covenants of the 2006
Series A bonds and asset protection at the Rhode Island Convention Center, and Veterans’ Memorial
Auditorium.

= $850,000 for the Cranston Street Armory stabilization project.

*  $3.6 million in RICAP funds for the Chapin Health Laboratory. The structure requires renovations
and updates to the HVAC and electrical systems, a new boiler, installation of efficiency lighting, new
ventilation for the decomposition room, and retrofitting the laboratory exhaust.
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Department of Business Regulation

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures by Program Actual Enacted Revised Enacted Enacted Enacted
Central Management $1.4 $1.3 $1.2 (s0.1) -6.8% $1.3 (50.0) -2.2%
Banking Regulation 1.5 1.9 1.6 (0.2) -12.4% 1.8 (0.1) -4.0%
Securities Regulation 0.9 1.1 0.9 (0.2) -15.5% 1.0 (0.1) -9.6%
Insurance Regulation 4.4 5.8 5.4 (0.4) -6.1% 5.8 (0.0) -0.6%
Board of Accountancy 0.0 0.0 0.0 - 0.0% 0.0 - 0.0%
Commercial Licensing and Gaming and Athletics Licensing 1.2 2.9 2.8 (0.2) -6.0% 2.7 (0.3) -9.3%
Boards for Design Professionals 0.3 0.3 0.4 0.1 30.5% 0.4 0.1 32.7%
Office of Health Insurance Commissioner 3.6 2.6 3.5 0.9 35.5% 2.7 0.2 6.8%
Total $13.2 $15.9 $15.8 $0.0 -0.2% $15.6 ($0.3)  -1.6%

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures by Source Actual Enacted Revised Enacted Enacted Enacted
General Revenue $8.2 $10.6 $10.0 (50.6) -5.3% $10.8 50.2 2.2%
Federal Funds 3.1 11 2.0 0.9 82.7% 0.9 (0.2) -18.9%
Restricted Receipts 2.0 4.2 3.8 (0.4) -9.1% 3.9 (0.3) -6.6%
Total $13.2 $15.9 $15.8 $0.0  -0.2% $15.6  (50.3) -1.6%
Authorized FTE Levels 98.0 97.0 100.0 3.0 3.1% 101.0 4.0 4.1%

S in millions. Totals may vary due to rounding.

The Department of Business Regulation (DBR) implements state laws mandating the regulation and
licensing of designated businesses, professions, occupations and other specified activities. The
Department is composed of seven programs: Central Management, Banking Regulation, Securities
Regulation, Commercial Licensing, Racing and Athletics, Insurance, and Design Professionals. The
Office of the Health Insurance Commissioner (OHIC) is within the Insurance Division. Other
commissions housed within the Department are the Board of Accountancy, Real Estate Commission, Real
Estate Appraisal Board, and the Racing and Athletics Hearing Board.

MAIJOR ISSUES AND TRENDS FOR FY2018

DBR is primarily a regulatory agency, with the bulk of funding (93.0 percent) going towards personnel
expenses. Of the total budget, 79.0 percent is for salaries and wages, and another 13.9 percent is for
contracted professional services.

There is a 2.2 percent increase in general revenue ($231,641) over the FY2017 Budget as Enacted. This
increase is in part to meet additional staffing needs across several of the divisions, including the hiring of
an Associate Director and a Pari-Mutual Operations Specialist within the Division of Commercial
Licensing, Gaming and Athletics, and an Administrative Support Specialist for the Boards of Design
Professionals. The Budget provides for a total of 101.1 in FY2018, 4.0 FTE positions above the FY2017
Enacted Budget.

The Budget provides $890,657 in restricted receipt funds for the administration of the Medical Marijuana
program. This decrease of $612,737 from the FY2017 Enacted Budget reflects the initial outlays for the
medical marijuana database and tracking IT system ($1.2 million) and ongoing system maintenance costs
($375,000).

Federal funding for Office of the Health Insurance Commissioner’s (OHIC) market rate review efforts
receives an overall reduction of $208,497, reflecting both the expiration of three Rate Review grants and
the award of a new $1.1 million Health Insurance Enforcement and Consumer Protection grant. The
Budget transfers funding ($217,268 restricted receipts) and staff (2.0 Health Economic Specialists)
associated with the health insurance utilization review responsibilities, from the Department of Health to
OHIC.
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CENTRAL MANAGEMENT

Central Management is composed of the Director’s office, budget, regulatory standards, compliance, and
enforcement. The specific functions include conducting administrative and rate hearings; providing legal
services to the Director and Deputy Directors; compiling, submitting and monitoring the budgets of the
respective divisions; approving vouchers and contracts; and providing management services. The Budget
includes 9.5 FTE positions in FY2017 and FY 2018 for the program.

Central Management General Revenue

FY2017 Enacted $1,325,909
Target and Other Adjustments (56,795)
Security Services 27,306
FY2018 Enacted $1,296,420
Security Services $27,306

The Budget includes $27,306 in general revenue to provide for security services at the Department’s
Pontiac Avenue offices. The entrance to DBR is configured in a manner in which customers are received
by staff in a small vestibule removed from the main suites on the building’s second floor. The entrance is
otherwise unmanned. Department employees have had multiple encounters with irate customers, in

which they have feared for their well-being. This funding would pay for the services of contracted
security guard.

BANKING REGULATION

Banking Regulation provides regulatory oversight of state-chartered financial institutions, credit unions,
Rhode Island bank holdings companies, and licensees through financial examinations and reviews to
determine compliance with state banking laws, financial solvency, and safety and soundness operations.
The Budget includes 16.0 FTE positions in FY2017 and FY2018 for the program.

Banking Regulation
FY2017 Enacted

General Revenue

$1,818,673

Target and Other Adjustments (53,070)
Personnel (22,541)

FY2018 Enacted $1,743,062
Personnel (522,541)

The Budget decreases general revenue by $22,541 in FY2018, reflecting a 2.0 percent turnover rate.
Turnover savings in the final FY2017 Revised Budget is $69,401.

SECURITIES REGULATION

Securities Regulation is responsible for the registration of certain securities, and the licensing and
regulation of broker-dealers, sales representatives, certain investment advisers, and certain investment

adviser representatives. The Budget includes 8.8 FTE positions in FY2017 and FY2018, consistent with
the FY2017 Budget as Enacted.

Securities Regulation General Revenue

FY2017 Enacted $1,079,028
Target and Other Adjustments 9,727
Personnel (114,391)
FY2018 Enacted $974,364
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Personnel (5114,391)

The Budget decreases general revenue by $114,391 reflecting a change in the way the Department staffs
software and database programming services within the Securities Division. These services had been
carried out by a long-time DBR Systems Analyst (1.0 FTE) who originally helped design the legacy
securities database. This individual left the Department in FY2017. Subsequently, DBR has determined
the function is more properly the responsibility of the Department of Administration’s (DOA) Division of
Information Technology and recommends that the associated funding be transferred to DOA.

INSURANCE REGULATION

Insurance Regulation conducts financial examinations of domestic insurance companies to ensure
compliance with state and federal insurance statutes and regulations. The division also issues licenses for
insurance companies, producers, adjusters and appraisers, and reviews rate and form filings of the life,
accident and health, and property and casualty lines of business for compliance with state statutes and
regulations. The division monitors and introduces legislation in order to maintain accreditation by the
National Association of Insurance Commissioners. The Budget includes 36.0 FTE positions in FY2017
and FY2018 for the program.

Insurance Regulation General Revenue
FY2017 Enacted $3,993,494
Target and Other Adjustments (17,960)
Personnel (50,098)
FY2018 Enacted $3,925,436
Personnel (550,098)

The Budget decreases general revenue by $50,098 in FY2018, reflecting a 2.0 percent turnover rate. The
division indicates that it currently has one vacancy that it is trying to fill and believes that it can do so and
meet the turnover savings target.

BOARD OF ACCOUNTANCY

The Board of Accountancy is an autonomous board that is responsible for the licensing of certified public
accountants, public accountants, partnerships, corporations, and sole proprietorships. It processes
applications and fees, and issues initial certificates and permits to regulated businesses, occupations and
professions. The Board of Accountancy is 100.0 percent financed with general revenues. The FY2015
Budget as Enacted eliminated the sole Administrative Aide position for the program. Administrative
responsibilities are assigned to other staff as needed. The remaining funds in the program support
operating costs, such as national Certified Public Accountant (CPA) Society dues, legal expenses, and
printing and mailings.

Board of Accountancy General Revenue
FY2017 Enacted $6,000

Target and Other Adjustments -
FY2018 Enacted $6,000

COMMERCIAL LICENSING AND GAMING AND ATHLETICS LICENSING

The Commercial Licensing and Gaming and Athletics Licensing division licenses and regulates various
occupations, businesses, and professions, including simulcast wagering at the Twin River and Newport
Grand facilities, real estate agents, brokers and appraisers, auto body and salvage re-builder shops, auto
wrecking and salvage yards, glass installation, and breweries. The Division provides application and
licensing information to the general public and investigates complaints in all areas of licensing.
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The Budget includes 19.8 FTE positions in FY2017 and in FY2018, consistent with the FY2017 Budget
as Enacted.

Commercial Licensing and Gaming and Athletics Licensing General Revenue
FY2017 Enacted $638,207
Target and Other Adjustments 14,475
Personnel 240,356
FY2018 Enacted $893,038
Commercial Licensing and Gaming and Athletics Licensing Other Funds Changes
Medical Marijuana Licensing (5612,737)
Personnel $240,356

The Budget provides $240,356 in additional general revenue to help fully fund the 19.8 FTEs within the
Division. Most of the increase is associated with the hiring of 2.0 previously authorized but unfunded
FTEs in FY2017. An Associate Director was brought on to assist the Deputy Director of Commercial
Licensing; Racing and Athletics with management and program improvement. The Department also
hired an additional Pari-Mutual Operations Specialist at a cost of $70,393 in salaries and benefits.

Medical Marijuana Licensing (restricted receipts) (5612,737)

The Budget reduces medical marijuana licensing restricted receipt funds by $612,737 in FY2018,
reflecting the evolving costs associated with the program. Article 2 of the Budget authorizes the transfer
of any surplus funding that exists in the medical marijuana restricted receipt account at the end of each
fiscal year to the general fund. The FY2017 Budget as Enacted created a new tagging system for plants
grown by patients, caregivers, and holders of a new cultivator license. The tags became available January
1, 2017, and all legally grown medical marijuana plants must be accompanied by a tag as of April 1,
2017. The Budget Office estimates that in FY2018, the Department will collect $1.2 million from tag
purchases and $15,000 from the state’s three compassion centers for their annual license renewals. All tag
and license revenue is deposited as restricted receipts designated to fund the operations of the program,
including the purchase, installation, and maintenance of a software system necessary to make and track
the tags. In the FY2017 Budget as Enacted, the General Assembly provided $1.2 million of restricted
receipt funding to procure, setup, and launch the medical marijuana database and tracking system and
train staff to use it. These are considered to be one-time start up expenditures and therefore reduces the
Budget by $1.2 million. The recommendation includes $375,000 in restricted receipt funds to meet the
anticipated ongoing software maintenance fees.

BOARDS FOR DESIGN PROFESSIONALS

The Boards for Design Professionals is a consolidated program consisting of the Board of Registration for
Professional Engineers, the Board of Registration for Professional Land Surveyors, the Board of
Examiners of Landscape Architects, and the Board of Examination and Registration of Architects. Each
Board is responsible for examining and registering qualified candidates; issuing license renewals;
proctoring exams; maintaining records of all applicants and licensees; implementing rules and
regulations; and, hearing and acting upon complaints.

The Budget includes 3.0 FTE positions in FY2017 and FY2018 for the program, consistent with the
FY2017 Budget as Enacted level.
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Boards for Design Professionals General Revenue
FY2017 Enacted $273,080
Target and Other Adjustments 5,740
Personnel 83,635
FY2018 Enacted $362,455
Personnel 583,635

The Budget includes an increase of $83,635 in general revenue to fund a previously vacant 1.0
Administrative Support Specialist Assistant FTE position. This position will support the work of the
existing staff to reduce workload and wait times for licenses.

OFFICE OF THE HEALTH INSURANCE COMMISSIONER

The Office of the Health Insurance Commissioner (OHIC) was established by legislation in 2004 to
broaden the accountability of health insurers operating in the State of Rhode Island. Through FY2011,
this sub-program was contained in the Insurance Regulation program; however, it became a stand-alone
program in the FY2012 Budget as Enacted.

The Health Insurance Commissioner is appointed by the Governor with the advice and consent of the
Senate. OHIC regulates health insurers and hospital/medical service corporations, including company
licensure, form and rate filing for regulatory compliance and financial and market condition
examinations. The Office is also engaged in policy and legislative development, rate hearing
administration, regulatory development and promulgation, consumer affairs, and provider affairs.

The Budget includes 13.0 FTE positions in both FY2017 and FY2018 for the Office, consistent with the
FY2017 Budget as Enacted.

Office of Health Insurance Commissioner General Revenue
FY2017 Enacted $1,449,061
Target and Other Adjustments 10,000
Personnel 155,257
FY2018 Enacted $1,614,318
Office of Health Insurance Commissioner Other Funds Changes
Transfer of Utilization Review Responsibilities from DOH $217,268
Market Reform and Enforcement Grants (208,497)
Personnel $155,257

The Budget fully funds 13.0 FTE positions within OHIC in FY2018. An additional $155,257 in general
revenue is provided to fund 6.0 existing FTE positions, including: 1.0 Health Insurance Commissioner,
1.0 Administrative Officer, 1.0 Deputy Executive Assistant/Communications, 1.0 Executive Director, and
2.0 Principal Policy Associate. The remaining staff is funded with a combination of federal funds
($739,749) and restricted receipts ($217,268).

Transfer of Utilization Review Responsibilities from DOH (restricted receipts) $217,268

The Budget shifts the regulatory and oversight responsibilities for several of the State’s key health care
insurance related programs from the Department of Health (DOH) to OHIC. Article 5 of the Budget
repeals the Health Care Services — Utilization Review Act, the Health Care Accessibility and Quality
Assurance Act, and the Health Plan Modification Act and replaces them with new legislation charging
OHIC with the oversight responsibilities for health plan reviews, utilization reviews, and other regulatory
functions mandated by the federal Affordable Care Act. To assist the Office in meeting these new
responsibilities the Budget shifts 2.0 Health Economic Specialist FTE positions from DOH to OHIC,
along with the accompanying $217,268 in restricted receipts.
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Market Reform and Enforcement Grants (federal funds) (5208,497)

The Budget reduces federal funds for OHIC in FY2018 by $208,497. This reduction is the result of the
expiration of three federal grants that supported conduct market review of health insurance. In November
2016, OHIC was awarded a new $1.1 million federal Market Reform and Enforcement grant to support its
consumer protection and rate review work. Remaining funds from this grant will be used in FY2017 and
FY2018 to pay for the 5.0 FTE positions that focus on OHIC’s core work of developing and
implementing legislation, regulations, and procedures to ensure effective rate review, consumer benefit
and access to coverage analysis, consumer protection services, and market conduct.

TOC



DEPARTMENTAL SUMMARIES | 37

Department of Labor and Training

FY2016 FY2017 FY2017 Change from FY2018 Change from

Expenditures by Program Actual Enacted Revised Enacted Enacted Enacted
Central Management $2.9 $2.6 $1.4 (51.2) -47.0% $2.5 (50.1) -4.0%
Income Support 375.2 368.3 373.8 5.5 0.0 379.5 11.2 3.0%
Injured Workers Services 7.6 8.6 8.6 - 0.3% 8.7 0.1 1.7%
Labor Relations Board 0.4 0.4 0.4 - 0.5% 0.4 - -1.3%
Workforce Development Services 36.2 36.9 56.2 19.3 52.4% 36.0 (0.8) -2.3%
Workforce Regulation and Safety 3.0 2.8 1.8 (1.0) -35.6% 2.8 - -0.5%
Total $425.3 $419.5 $442.1 $22.6 5.4% $429.9 $10.4 2.5%
Expenditures By Source

General Revenue $8.4 $8.2 $7.1 (s1.2) -14.1% $8.1 (50.1) -1.4%
Federal Funds 39.1 38.5 48.7 10.2 26.6% 36.9 (1.5) -4.0%
Restricted Receipts 31.6 23.6 30.0 6.5 27.4% 24.3 0.7 3.1%
Other Funds 346.2 349.3 356.4 7.1 2.0% 360.6 11.3 3.2%
Total $425.3 $419.5 $442.1 $22.6 5.4% $429.9 $10.4 2.5%
Authorized FTE Levels 409.5 409.5 409.5 - - 428.7 19.2 4.7%

S in millions. Totals may vary due to rounding.

The Department of Labor and Training is charged with providing an array of employment and training
services to Rhode Islanders and administering the laws pertaining to workforce regulation, safety and
labor law enforcement. The Department consists of six divisions: Central Management, Workforce
Development Services, Workforce Regulation and Safety, Income Support, Injured Workers Services,
and the Labor Relations Board.

MAJOR ISSUES AND TRENDS FOR FY2017 AND FY2018

Under Article 13, the FY2018 Budget as Enacted eliminates annual fees for both apprentice sponsors and
for registered apprentices, in order to advance the use of apprenticeship programs for workforce
development training. Article 13 also increases various penalties related to labor law violations. The
changes proposed in the article are projected to produce a net increase in state revenue of $305,000 and an
increase of $125,000 in restricted receipt funds.

The Budget includes a net increase of 19.2 FTE positions in FY2018. The increase in FY2018 includes:
14.2 FTE positions within the Income Support Program associated with claims processing services; 6.0
positions within Workforce Development Services, which includes 1.0 FTE position associated with the
Real Jobs Rhode Island workload, 1.0 Investigative Auditor and 1.0 Senior Monitoring and Evaluation
Specialist to work in the Compliance and Integrity Unit, 1.0 Principal Research Technician to meet the
demands of the State Workforce and Education Alignment Project (SWEAP), 1.0 Assistant Coordinator
of Employment and Training Programs to work on Linking to Employment Activities Pre-release
(LEAP), and 1.0 Assistant Chief of Planning to work for the Governor’s Workforce Board; and 1.5 FTE
positions within Central Management, which includes 1.0 Administrative Officer and 0.5 Legal Counsel.
Additionally, the Budget includes a decrease of 2.5 FTE positions within the Board of Review, which
includes the elimination of 2.0 Referees and 0.5 Lawyer.

CENTRAL MANAGEMENT

The Central Management program is responsible for supervising, coordinating, and monitoring all
departmental functions. The Central Management program provides leadership, management, strategic
planning, and control of departmental activities. The Budget includes 6.1 FTE positions in FY2017 and
FY2018, an increase of 1.5 FTE positions.
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Central Management General Revenue

FY2017 Enacted $120,134
Target and Other Adjustments 14,181
FY2018 Enacted $134,315
Central Management Other Fund Changes
Personnel $128,077
Personnel (restricted receipts) $128,077

There is a net increase of $128,077 in restricted receipts to support personnel within Central Management.
The Budget adds 1.5 FTE positions in FY2018, which the Department plans to utilize to staff a new
hearing unit. This new unit will provide due process to all parties through Administrative Procedures Act
hearings pertaining to workplace fraud violations, including wage and hour cases, employee

misclassification cases, and prevailing wage matters. The unit will employ 0.5 Legal Counsel and 1.0
Administrative Officer.

INCOME SUPPORT

The Income Support program encompasses all functions and activities related to Unemployment
Insurance, Temporary Disability Insurance (TDI), and the Police and Firefighters’ Relief Funds. The
Budget includes 232.6 FTE positions in FY2017 and 230.1 FTE positions in FY2018. This change
reflects a decrease of 2.0 Referees and 0.5 Legal Counsel at the Board of Review.

Income Support General Revenue

FY2017 Enacted $4,160,083
Target and Other Adjustments (7,029)
Police and Firefighters' Relief Fund (106,306)
FY2018 Enacted $4,046,748
Income Support Other Fund Changes
Personnel $698,742
Making it Easier to do Business in Rhode Island Informational
Unemployment Insurance Benefit Statistics Informational
Police and Firefighters’ Relief Fund (5106,306)

The Budget decreases general revenue by $106,306 for Police and Firefighters’ annuity and tuition
benefits, reflecting a decline in the need of services. This reflects a decrease of $21,386 in tuition benefits

paid to the families of deceased or injured police officers and firefighters, and a decrease of $84,920 in
annuity benefit payments.
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FY2017 FY2018

Police Officers' Relief Fund Enacted Enacted Change
Police Officer Annuities $823,833 $805,980 (517,853)
Tuition Benefits 198,347 197,669 (678)
Supplemental Pension - - -
Total $1,022,180  $1,003,649 (518,531)
Firefighters' Relief Fund

Firefighter Annuities $2,576,070  $2,509,003 (567,067)
Tuition Benefits 449,344 428,636 (20,708)
Supplemental Pension - - -
Total $3,025,414  $2,937,639 (587,775)
Grand Total $4,047,594  $3,941,288 (5106,306)

Under RIGL 45-19, the spouse of a deceased police officer or firefighter receives an annual annuity of
$3,600 per year for as long as they remain unmarried, or if there is no spouse a total sum not exceeding
$10,000 is payable to the parent(s) of the deceased police officer or firefighter. In addition, an annuity of
$1,200 per year is paid to each widow or widower for each child of a deceased firefighter or police officer
who is under the age of 18. Also under current law, children of deceased firefighters or police officers are
eligible to receive up to four years of free tuition at the University of Rhode Island, Rhode Island College,
or the Community College of Rhode Island. This tuition benefit is also available to any firefighter or
police officer that is permanently disabled in the line of duty.

Personnel (federal funds) $698,742

The Budget includes a net increase of $698,742 in federal funds in FY2018, primarily due to adding 14.2
FTE positions to the Unemployment Insurance program. These positions are added to support the
Department’s plan to handle their peak season in December. According to the Department, it is difficult to
utilize seasonal positions in the Ul program; this is due to the time it takes to learn and master the
complexities of the program.

The increase in FTE positions includes: adding 4.4 Senior Employment and Training Interviewer FTE
positions by making 11.0 current part-time individuals full time; adding 4.8 FTE Senior Employment and
Training Interviewer part-time positions by hiring 9.0 part-time individuals; and adding 1.0 Employment
and Training Interviewer fluent in Portuguese and 3.0 Employment and Training Interviewers fluent in
Spanish. Senior Employment and Training Interviewer positions within the Ul program are typically part-
time to provide flexibility, for both scheduling and budgetary purposes. Due to the workflow, individuals
often work full-time; however, since the positions are designated as part-time positions, the Department
has the ability to reduce hours when the workflow indicates that is possible.

Making it Easier to do Business in Rhode Island Informational

Rhode Island currently has an Unemployment Insurance Tax Rate system consisting of nine tax schedules
(A thru I), each of which contains twenty-eight tax rate groups. The tax schedule in effect each year
depends on the reserve ratio of the fund as of September 30th of the prior year. The reserve ratio is
determined by dividing the Ul trust fund balance on September 30th by total wages paid to Rhode Island
workers during the year. The State had been on the tax Schedule I (the highest) since 1992, but dropped to
tax Schedule H in 2017 due to the changes enacted by the General Assembly. Individual employer tax
rates are determined by each employer’s own level of reserves which indicates which tax rate in the
applicable tax schedule applies to them.

Based on the State’s experience over the last 20 years, the U.S. Department of Labor recommends that
Rhode Island’s Ul system’s financing goal should be a minimum reserve ratio of 3.0 percent prior to the
beginning of the next recession. This represents approximately one year’s worth of benefits at the average
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benefit payout over the highest three years out of the last 20. However, according to the Department of
Labor and Training, because the State enacted significant benefit cuts in 2011 that have reduced benefit
costs by approximately 23.0 percent per year, the Department believes it is appropriate to adjust the
minimum recommended reserve ratio by this same factor which would result in a new minimum reserve
ratio goal of 2.3 percent prior to the beginning of the next recession.

The drop to tax Schedule H for 2017 is expected to save employers $30.0 million in Ul taxes over the
year. Under the new reserve ratios, the Department projects that the State will further drop to tax
Schedule G in 2018, saving employers an additional $10.0 million in Ul taxes. Additionally, the
Department expects a possible drop to tax Schedule F in 2020, saving employers $20.0 million per year.
The State would accumulate significant reserves (a projected $675.0 million by 2025) with a reserve ratio
of 2.74 percent, which is above the minimum 2.3 percent recommended reserve ratio.

Unemployment Insurance Benefit Statistics Informational

Rhode Island currently ranks among the top 20 highest Ul benefits paid nationally, and has the third
highest average Ul benefits paid in New England.

12 Months Ending 3rd Quarter 2016 12 Months Ending 3rd Quarter 2016
Average Ul Benefits Paid Average Weekly Ul Benefits Paid
State Amount New England National State Amount New England National
Massachusetts $8,230 1 1 Massachusetts $479.65 1 2
Connecticut 5,900 2 12 Connecticut 369.34 2 16
Rhode Island 4,951 3 22 Rhode Island 341.04 3 23
Vermont 4,006 4 35 Vermont 337.64 4 21
Maine 3,896 5 36 New Hampshire 311.01 5 30
New Hampshire 3,813 6 37 Maine 309.77 6 29
Source: US Dept. of Labor/Ul Data Summary Source: US Dept. of Labor/Ul Data Summary
As of January 1, 2017 As of January 1, 2017
Maximum Weekly Ul Benefit Maximum Weekly Ul Benefit with Dependents Allowance
State Amount New England National State Rate New England National

Massachusetts $742 1 1 Massachusetts $1,103 1 1
Connecticut 616 2 5 Rhode Island 707 2 2
Rhode Island 566 3 8 Connecticut 691 3 3
Vermont 458 4 18 Maine 615 4 8
New Hampshire 427 5 26 Vermont* 458 5 24
Maine 410 6 34 New Hampshire* 427 6 29
Source: US Dept. of Labor * No dependent's benefit provision

Source: US Dept. of Labor

INJURED WORKERS SERVICES

The Injured Workers Services program operates the State’s Workers’ Compensation System. The Donley
Rehabilitation Center provides evaluations, therapy, and counseling for workers injured on the job. A
Workers” Compensation Education Unit provides information to workers and employers regarding
workers’ compensation laws and regulations. This program has no general revenue funding. The Budget
includes 44.5 FTE positions in FY2017 and FY2018.

LABOR RELATIONS BOARD

The Labor Relations Board is a semi-autonomous body that makes public sector bargaining unit
determinations, oversees collective bargaining elections, and investigates charges of unfair labor
practices. The Board is comprised of seven members, one of which is designated as the chairperson. The
board members are compensated, but do not participate in the State Retirement System and are not
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considered State employees. The Budget includes 2.0 FTE positions in FY2017 and FY2018, consistent
with the FY2017 Enacted Budget. The two positions provide staff support to the Board.

Labor Relations Board General Revenue
FY2017 Enacted $402,491
Target and Other Adjustments (5,156)
FY2018 Enacted $397,335

WORKFORCE DEVELOPMENT SERVICES

The Workforce Development Services program consists of employment and training programs designed
to assist individuals in gaining and maintaining employment. It also includes the Governor’s Workforce
Board (formerly the Human Resource Investment Council). Its mission is to establish goals, policies, and
guidelines to coordinate employment and training related programs. The Budget includes 116.7 FTE
positions in FY2017 and FY2018.

Workforce Development Services General Revenue
FY2017 Enacted $704,517

Target and Other Adjustments -
FY2018 Enacted $704,517

Workforce Development Services Other Fund Changes
America's Promise Grant $1,540,302
Governor's Workforce Board 406,405
Real Jobs Rhode Island Informational
America’s Promise Grant (federal funds) $1.5 million

The Department received an America’s Promise grant, increasing the FY2018 Budget by $1.5 million in
federal funds within the Workforce Development Services Program. The purpose of this grant is to
accelerate the development and expansion of regional workforce partnerships. These partnerships provide
a pipeline of skilled workers to specific in-demand industries.

Governor’s Workforce Board (restricted receipts) $406,405

The Budget includes $12.4 million in restricted receipts to fund the Governor’s Workforce Board in
FY2018, which is a $406,405 increase above the FY2017 Enacted Budget. The majority of this additional
funding, $201,653, supports personnel. 1.0 Assistant Chief of Planning is a new position created to meet
the demands within the Governor’s Workforce Board. Approximately $200,000 of this additional funding
supports assistance and grants including Real Jobs Rhode Island partnerships. The Board administers
multiple grant programs for employers to conduct skills training, to make businesses more efficient or
competitive, or to assist a company to expand services.

Real Jobs Rhode Island Informational

The General Assembly funds the third year of the Real Jobs Rhode Island workforce training initiative.
Real Jobs Rhode Island receives funding from multiple sources, which include the state’s Jobs
Development Fund, federal workforce development funds, and other federal grants. Real Jobs RI
partnerships are employer-led industry collaboratives designed to train Rhode Islanders and meet
employer workforce demand. This program is based upon a similar program in the State of Maryland and
expands sector-based strategies. In the first year, the program used unallocated Job Development Fund
resources and federal funding to identify 26 statewide partnerships to position these employer-led groups
as the drivers of workforce training.

Although general revenue is not directly appropriated in FY2018 to the Real Jobs RI program, the Budget
includes $250,000 in general revenue to fund the Polaris Manufacturing Technical Assistance Program

TOC



42 | 2018 BUDGET AS ENACTED

(Polaris). This money is a “pass-through” from the Executive Office of Commerce. Polaris is an officially
designated Real Jobs Partnership by the Governor’s Workforce Board, a role that allows the organization
to leverage multiple funding streams to address the workforce needs of manufacturers. Polaris is charged
with convening the sector and leveraging funding to support training. This program supports Rhode
Island manufacturers by expanding the technical assistance capacity of Polaris, the State’s official
Manufacturing Extension Program. Polaris provides group and individual trainings in manufacturing and
promotes manufacturing state-wide.

WORKFORCE REGULATION AND SAFETY

The Workforce Regulation and Safety Program enforces laws relating to professional regulation, labor
standards, occupational health and safety, and certification of weights and measures. The Budget includes
31.5 FTE positions in FY2017 and FY2018.

Workforce Regulation and Safety General Revenue
FY2017 Enacted $2,825,411
Target and Other Adjustments (514,263)
Apprenticeship Fees Informational
Labor Law Violation Penalties Informational
FY2018 Enacted $2,811,148
Apprenticeship Fees Informational

Article 13 eliminates the annual fees associated with the following apprenticeships: $20 for electricians,
oil burner persons, fire alarm installers, electrical sign installers, lighting protection installers, plumbers,
irrigators, and water-filtration/treatment system installers; and $24 for pipefitters, refrigeration/air
conditioning technicians, sprinkler technicians, sheet metal masters, and all other apprentices not
specifically mentioned. Additionally, the $120 apprenticeship sponsor annual fee is eliminated. These
changes will decrease revenue to the general fund by an estimated $45,000.

Labor Law Violation Penalties Informational

Article 13 changes or adds the following penalties, which increases revenue to the state general fund by
an estimated $350,000 and restricted receipts by an estimated $125,000:

= Unlicensed electrician first violation penalties increase from $500 to $1,500 and subsequent
violations increase from $950 to $2,000. The Budget Office anticipates that this penalty increase will
generate an additional $100,000 in general revenue.

= Administrative penalties on employers who violate wage payment labor laws are added. The penalty
is a percentage of the back wages ordered to be paid. The first violation penalty is 15.0 percent to
25.0 percent within a three-year period. Subsequent violations, within the same three-year period, are
25.0 percent to 50.0 percent. It is estimated that there will be an increase of $150,000 in general
revenue due to this new penalty.

= The minimum civil penalty relating to the misclassification of a worker as an independent contractor,
when the worker should be considered a paid employee, increases from $500 to $1,500. The
maximum penalty remains the same at $3,000. This penalty increase is estimated to add $100,000 in
general revenue.

= Penalties for employers who fail to file employer tax and withholding record reports are raised, which
will increase the employment security tardy account fund $125,000.

CAPITAL PROJECTS

The Budget includes a total of $6.9 million in Rhode Island Capital Plan Fund (RICAP) projects between
FY2017 and FY2022. The projects include:
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$156,620 in RICAP funds and $825,725 in other funds in FY2017 to complete the replacement of
slate roofs on buildings 68, 69, and 71, housing both the Department of Labor and Training and the
Department of Business Regulation.

Approximately $900,000 in FY2017 and $1.6 million in FY2018 in RICAP funds for the Center
General Asset Protection plan to address deficiencies throughout the buildings housing both the
Department of Labor and Training and the Department of Business Regulation. The Budget includes
a “lump sum” appropriation for each year, allowing DLT in conjunction with the Division of Capital
Asset Management and Maintenance (DCAMM) to prioritize the capital expenditures without
designating funds to a specific project.
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Department of Revenue

FY2016 FY2017 FY2017 Change from FY2018 Change from

Expenditures by Program Actual Enacted Revised Enacted Enacted Enacted
Director of Revenue $0.9 $1.1 $1.2 50.1 6.6% $1.2 50.1 8.5%
Lottery Division 341.7 362.4 370.2 7.8 2.2% 375.0 12.7 3.5%
Municipal Finance 2.2 3.1 3.0 - -0.4% 3.1 0.1 1.9%
Office of Revenue Analysis 0.5 0.8 0.8 - 0.1% 0.8 - -2.3%
Registry of Motor Vehicles 22.8 28.6 25.2 (3.3) -11.6% 23.5 -5.1 -17.8%
State Aid 67.7 65.8 66.0 0.1 0.2% 95.4 29.6 45.0%
Taxation 23.0 23.7 25.2 1.5 6.1% 26.3 2.5 10.7%
Total $458.8 $485.5 $491.7 $6.2 1.3% $525.4 $39.9 8.2%
Expenditures By Source

General Revenue $109.7 $113.9 $110.8 (3.1) -2.7% $143.6 $29.7 26.1%
Federal Funds 2.7 2.1 4.4 2.2 103.9% 1.6 -0.6 -26.9%
Restricted Receipts 3.6 5.9 5.0 (0.9) -15.4% 4.0 -2.0 -33.4%
Other Funds 342.7 363.5 371.5 7.9 2.2% 376.2 12.7 3.5%
Total $458.8 $485.5 $491.7 $6.2 1.3% $525.4 $39.9 8.2%
Authorized FTE Levels 514.5 523.5 523.5 - - 533.5 10.0 1.9%

S in millions. Totals may vary due to rounding.

The Department of Revenue (DOR) was created as a separate department within the Executive branch of
government as part of the FY2007 Budget as Enacted. The Department is headed by a Director who is
appointed by the Governor subject to the advice and consent of the Senate. The Department has seven
program functions consisting of the Director’s Office, the Lottery Division, Municipal Finance (formerly
property valuation), the Office of Revenue Analysis, the Division of Motor Vehicles, the Division of
Taxation, and the State Aid program.

MAIJOR ISSUES AND TRENDS FOR FY2017 AND FY2018

The single largest budget initiative in FY2018 is the phased elimination of the Motor Vehicle Excise Tax.
Article 11 uses four “levers” to decrease the motor vehicle excise tax each year from FY2018 through
FY2023, fully eliminating the tax in FY2024. Additionally, to ensure taxpayer relief, the Article removes
the motor vehicle excise tax from the levy calculation related to the 4.0 percent cap on municipal property
tax levy increases. Within Article 11, major changes to current law include: tax rate caps are reduced each
year through FY2023; assessment ratios are reduced 5.0 percentage points each year through FY2023;
exemption floors are raised each year through FY2023; and exemptions are expanded to all cars more
than 15 years old from FY2018 onward.

In 2007, the Department began working on the Rhode Island Modernization System (RIMS), a database
designed to provide a real-time and customer-centric computer system to replace the Division of Motor
Vehicles® current legacy system. The project has been funded by certificates of participation (COPs),
restricted receipts, federal funds, and general revenue. Restricted receipts are generated through a $1.50
surcharge on all DMV customer service transactions which pays for the COPs debt service. The DMV
surcharge has a sunset date of June 1, 2017; however, under Article 4, the surcharge fee is extended until
June 30, 2022. The fee continues to be deposited into a DMV restricted receipt account to fund costs
related to RIMS. Additionally, Article 4 delays license plate reissuance from April 1, 2017, to January 1,
2019.

Since 2013, the Division of Taxation has been phasing-in a State Tax Administration and Revenue
System (STAARS). The goal of this project is to acquire and implement a modern tax information
technology system that would centralize all taxpayer information in one computer system. The project
consists of three phases, two of which are complete. The revenue accounting and estate tax functionalities
have been finalized and are in the final stages of implementation. The online taxpayer portal completed
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development and testing in June 2017; however, implementation of the portal is being held by the State to
confirm that the system is secure to ensure protection of the system and taxpayer records. The portal is
expected to launch by the end of calendar year 2017.

DIRECTOR OF REVENUE

The Office of the Director is responsible for the administration of the Department. Functions include
personnel management and legal support for the Department of Revenue. The Budget includes 9.0 FTE
positions in FY2018.

Director of Revenue General Revenue
FY2017 Enacted $1,147,047
Target and Other Adjustments (500)
Personnel 97,719
FY2018 Enacted $1,244,266
Personnel 597,719

The Budget includes an increase of $97,719 related to personnel and benefit expenses for 9.0 FTE
positions within the Office. This increase is primarily due to the transfer of funding for 2.0 FTE positions
to the Office of the Director: 1.0 position related to Department-wide data analysis and 1.0 position within
the Division of Motor Vehicles that is cost allocated to the Office of the Director. These increases are
offset by the transfer of 75.0 percent of salary and benefit costs for the Administrator of Legal Support
Services to the Lottery Division.

LOTTERY DIVISION

The Rhode Island Lottery was created in 1974 and was transferred into the Department of Revenue in
2006. The Lottery is responsible for promoting and selling games, including Daily Numbers, Keno, and
instant games (scratch tickets), multi-state pool games (PowerBall, MegaMillions), and Lucky 4 Life
regional game, and the authorization and licensing of video lottery terminals (VLTs) at Twin River and
Newport Grand. No general revenues support the Division: it is entirely funded with other funds derived
from Lottery sales.

The Budget includes 84.0 FTE positions in FY2017 and FY2018, consistent with the FY2017 Budget as
Enacted.

Lottery Division Other Fund Changes
FY2017 Enacted $362,367,224
Target and Other Adjustments (219,788)
Commissions and Prize Payments 12,892,000
FY2018 Enacted $375,039,436
Commissions and Prize Payments (other funds) $12.9 million

The net increase of $12.9 million in Commissions and Prize Payments is based on the May 2017 Revenue
Estimating Conference (REC) estimates of video lottery terminal (VLT) net terminal income. Net
terminal income from VLT are estimated to total $484.0 million and net table game revenue (NTGR) is
estimated to total $146.5 million. NTGR is deposited in the State lottery fund for administrative purposes
with commissions distributed to Twin River and the balance being remitted to the General Fund after the
deduction of casino operating expenses. Impact from Massachusetts gaming facilities are incorporated
into the estimates beginning in FY2016 as the slot parlor in Plainville began operations in June 2015.
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DIVISION OF MUNICIPAL FINANCE

The Division of Municipal Finance assists municipalities by providing data analysis, technical assistance,
training on financial reporting, tax levy, and property valuation issues. The Division calculates the
equalized property valuation information and state aid distributions. The Motor Vehicle Value
Commission is staffed by the Division and sets vehicle values that are subject to the motor vehicle excise
tax.

The Division played a pivotal role in managing the Receivership of the City of Central Falls. In FY2016
the Division began overseeing a state-appointed administrative fiscal advisor who splits time between the
communities of East Providence and Woonsocket. Under the Fiscal Stability Act, the State is required to
reimburse these municipalities 50.0 percent of cost of the advisor. It is expected that this oversight will
continue throughout FY2018 for East Providence and throughout FY2020 for Woonsocket. An
Administration and Finance Officer is in place in Central Falls throughout FY2018.

The Budget includes 17.0 FTE positions in FY2017 and FY2018, consistent with the enacted level.

Division of Municipal Finance General Revenue
FY2017 Enacted $3,053,887
Target and Other Adjustments 7,823
Central Falls Operating 600,000
Central Falls Support (550,685)
FY2018 Enacted $3,111,025
Central Falls Operating $600,000

The Budget is increased by $600,000 in general revenue to fund undefined “operating” expenses in the
City of Central Falls. The City’s FY2018 proposed budget adds a $2.0 million “rainy-day” fund.

Central Falls Support ($550,685)

The Budget decreases by $600,000 in general revenue due to a one-time appropriation included in the
FY2017 Budget as Enacted that was mistakenly not taken out of the FY2018 base budget. This FY2017
one-time budget initiative funded a grant to assist the City of Central Falls with operating and personnel
costs as part of the State’s on-going financial partnership with the city following its emergence from
bankruptcy in 2012. The Budget adds an additional $49,315 in general revenue to supplement the Central
Falls pension system, resulting in a net general revenue decrease of $550,685.

OFFICE OF REVENUE ANALYSIS

The Office of Revenue Analysis (ORA) analyzes the State’s tax systems and revenue streams. The Office
prepares the biennial Tax Expenditures Report, cost-benefit analyses of tax proposals, and fiscal notes for
revenue-related legislation. The Office houses and is the primary operator of the State’s sales tax and
personal income tax models. The Budget includes 6.0 FTE positions in FY2017 and FY2018 for the
program, consistent with the enacted level.

Office of Revenue Analysis General Revenue
FY2017 Enacted $806,836
Target and Other Adjustments (18,827)
FY2018 Enacted $788,009

DIVISION OF MOTOR VEHICLES

The Division of Motor Vehicles (DMV) is responsible for issuing, suspending and revoking of all motor
vehicle licenses and registrations and for the motor vehicle inspection program. The Division operates a
main branch in Cranston, and satellite branches in Middletown, Wakefield, Warren, Westerly, and
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Woonsocket. Additionally, AAA offers some license and registration DMV services at select branch
locations. The Budget includes 182.5 in FY2018, adding 8.0 FTE positions, to staff the Rhode Island
Modernization System (RIMS) project.

Division of Motor Vehicles General Revenue
FY2017 Enacted $23,668,390
Target and Other Adjustments (199,902)
License Plate Reissuance (3,000,000)
Rhode Island Motor Vehicle System (RIMS) Staffing 452,065
Operating Expenses 255,000
FY2018 Enacted $21,175,553
License Plate Reissuance (53.0 million)

Acrticle 4 delays the license plate reissuance from April 1, 2017, to January 1, 2019, reducing general
revenue spending by $3.0 million in FY2018. Under current law, individuals are charged $6.00 above the
regular registration fee per license plate; therefore, the reissuance delay results in a loss $1.8 million in
revenue in FY2018.

Under RIGL 31-3-33, the DMV is required to issue new reflective license plates for all registered vehicles
every 10 years. The law was revised in 1995 to require plate reissuances every 10 years, and in 2009 the
General Assembly required a full reissuance in 2011. This requirement has been delayed four times
previously: in the FY2012 Budget as Enacted, the General Assembly changed the first full reissuance
requirement from 2011 to 2013; the FY2014 Budget as Enacted changed the reissuance until September
2015; the FY2016 Budget as Enacted delayed the reissuance to July 1, 2016; and the FY2017 Budget as
Enacted delayed the reissuance to April 1, 2017.

Rhode Island Modernization System (RIMS) Staffing $452,065

The Budget includes $452,065 for 6.0 new FTE positions to be assigned to the DMV Rhode Island
Modernization System (RIMS) project for testing of and training on the new system. In FY2017, there
were 7.0 FTE positions assigned to the RIMS project. The system went live in July 2017. The Department
expects the testing and training component to last nine months or more. The DMV is required by the
vendor contract to establish a RIMS help desk prior to system implementation. The help desk will be
staffed by a minimum of 6.0 DMV FTE personnel to triage user issues, continue system development,
and assist with roll-out of the system.

RIMS is a database designed to provide a new, real-time, and customer-centric computer system to
replace the DMV’s current legacy system. RIMS will provide efficient processing, tracking, payment, and
security upgrades. The replacement of the legacy system is required due to outdated technology which
cannot respond to legislative changes, federal mandates, nor incorporate the hundreds of interfaces with
outside entities. The project began in FY2007 and went live in July 2017.

The project has been funded by certificates of participation (COPs), restricted receipts, federal funds, and
general revenue. Restricted receipts are generated through a $1.50 surcharge on all DMV customer
service transactions which pays for the COPs debt service. The DMV surcharge has a sunset date of June
1, 2017; however, under Article 4, the surcharge fee be extended until June 30, 2022. The fee would
continue to be deposited into a DMV restricted receipt account to fund costs related to the Division’s
computer system. The Budget includes $2.1 million in restricted receipt expenses for FY2018.

Analyst Note: In October 2016, the State filed a lawsuit against DXC Technology (formerly Hewlett Packard
Enterprise), the contractor for the RIMS project. DXC had signed a contract to complete the project by September
28, 2016. The State alleged that despite the contract, DXC requested approximately an additional $12.0 million to
finish the project. In April 2017, the Department settled with DXC Technology. The settlement will be paid out of the
IT Investment Fund and these expenses will be replenished via IT surcharges established in Article 4.
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Operating Expenses $255,000

In FY2018, there is a net increase of $255,000 in operating expenses within the Division of Motor
Vehicles. The Budget adds $415,000, including: $300,000 in computer maintenance, $170,000 in postage
costs, $90,000 for printing from outside vendors, and $55,000 for driver license imaging. The increase is
offset by a $160,000 reduction in computer equipment and a $200,000 decrease for signage costs. These
changes are based on historical spending trends within the Department.

STATE AID

The budget for the Department of Revenue funds a number of State Aid payments. State aid is
administered by staff in the Division of Municipal Finance.

(Additional information on the aid programs can be found in the Municipal Aid section of this report.)

State Aid General Revenue
FY2017 Enacted $64,923,462

Target and Other Adjustments -

Motor Vehicle Excise Tax 26,000,000
PILOT 3,226,503
Property Revaluation Program 377,327
Distressed Communities Aid Informational
Fiscal Stability Act Informational
FY2018 Enacted $94,527,292
Motor Vehicle Excise Tax $26.0 million

Article 11 decreases the motor vehicle excise tax each year from FY2018 through FY2023, fully
eliminating the tax in FY2024. The tax is reduced over a seven-year period by decreasing tax rate caps
and assessment ratios, while raising exemption floors and exempting vehicles that are more than 15 years
old. Additionally, to ensure taxpayer relief, the bill removes the motor vehicle excise tax from the levy
calculation related to the 4.0 percent cap on municipal property tax levy increases.

In FY2018, municipalities will lose an estimated $25.2 million in forgone motor vehicle excise tax levy;
therefore, the Budget is increased by $26.0 million in general revenue to reimburse municipalities for the
lost tax revenue. By FY2024, the estimated cost of eliminating the motor vehicle tax is $220.6 million in
general revenue.

Cars

Assessment Exemption Drop After Taxed Car "Dropped"
Fiscal Year Ratio Rate Cap Floor Age Total Levy Forgone Levy Count From Tax Roll
FY2017 100% N/A $500 25 $220,611,139 $0 746,965 -
FY2018 95% $60 1,000 15 195,441,325 (25,169,814) 594,445 152,520
FY2019 90% 50 2,000 15 170,426,882 (50,184,257) 581,512 165,454
FY2020 85% 35 3,000 15 136,701,951 (83,909,188) 543,391 203,574
FY2021 80% 35 4,000 15 104,600,455  (116,010,684) 483,393 263,573
FY2022 75% 30 5,000 15 75,327,058  (145,284,081) 409,317 337,649
FY2023 70% 20 6,000 15 43,407,790 (177,203,349) 339,844 407,121
FY2024 N/A N/A N/A N/A - (220,611,139) N/A N/A
Source: Department of Revenue
PILOT $3.2 million

The Payment in Lieu of Taxes (PILOT) program increases $3.2 million, to $45.2 million, in FY2018. The
PILOT program assists municipalities by offsetting lost revenue on tax-exempt property. The State
reimburses local communities 27.0 percent of the value of taxes that otherwise would have been
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collected, but allows for a ratable reduction if the appropriation is less than this amount. The Budget
represents the full reimbursement rate of 27.0 percent.

Property Revaluation Program $377,327

The Budget includes $937,228 for the Property Revaluation program in FY2018, an increase of $377,327
from the FY2017 enacted level, based on anticipated reimbursements, which are required by law. The
following communities will be reimbursed for statistical updates in FY2018: Barrington, Cranston, East
Greenwich, Exeter, Narragansett, Newport, and Tiverton.

Distressed Communities Aid Informational

The Distressed Community Relief program is level funded in FY2018 as compared to FY2017 Budget as
Enacted. Total aid from this program goes to cities and towns that have relatively high property taxes as
compared to their citizens’ ability to pay. Funding for the program in FY2018 will be $12.4 million.

Distressed Community Relief Fund Distribution

FY2017 FY2018
Municipality Enacted Enacted Change
Central Falls $223,894 $225,398 51,504
Cranston 1,341,001 1,341,001 -
Johnston 817,097 601,333 (215,764)
North Providence 1,032,992 1,030,137 (2,855)
Pawtucket 1,523,936 1,539,903 15,967
Providence 5,604,286 5,797,634 193,348
West Warwick 891,916 924,370 32,454
Woonsocket 949,336 924,681 (24,655)
Total $12,384,458 $12,384,457 -
Fiscal Stability Act Informational

The 2013 General Assembly created the Fiscal Stability Act (FSA). Under the FSA, upon determination
by the Director of Revenue that a Fiscal Overseer, Receiver, or Budget Commission is no longer required
in a municipality or fire district, the Director must appoint a finance advisor (or in a community where a
bankruptcy petition has been filed, an Administration and Finance Officer) for a period of 5 years. These
positions ensure that a municipality or fire district exiting oversight remains on a path of fiscal stability
and sound financial management practices. RIGL 45-9-10.1 requires the State to reimburse communities
50.0 percent of the costs of ongoing State oversight. Currently, Central Falls has an Administration and
Finance Officer in place, and both East Providence and Woonsocket have a Finance Advisor.

DIVISION OF TAXATION

The Division of Taxation assesses, collects and enforces the State’s tax laws. It is responsible for
promulgating rules and regulations and preparing taxpayer forms and instructions; registering and
recording taxpayer accounts; assessing and collecting taxes due; and, enforcing non-compliance through
collections, audits, and liens. The Budget includes 235.0 FTE positions in FY2018.
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Division of Taxation General Revenue
FY2017 Enacted $20,294,329
Target and Other Adjustments 18,767
State Tax Administration and Revenue System (STAARS) Support 1,000,000
Personnel 962,891
Tax Amnesty Administration 500,000
FY2018 Governor $22,775,987
State Tax Administration and Revenue System (STAARS) Support $1.0 million

The Budget adds $1.0 million in general revenue to fund implementation and maintenance support for the
State Tax Administration and Revenue System (STAARS). See additional information on personnel
related to STAARS below.

Since 2013, the Division of Taxation has been phasing-in a modern tax information technology system
that would centralize all taxpayer information in one computer system. The Division of Taxation is the
primary revenue collecting agency for the State, responsible for administering 58 different taxes and fees
amounting to nearly $3.0 billion annually. The Division retired its legacy mainframe system in November
2016 when it integrated the last of its major tax types (Corporate, Sales, Withholding) into its new
system. The Division of Taxation previously operated a number of software systems, with the most
critical of these systems, its legacy mainframe system, being 40 years old. According to the Department,
this antiquated system was expensive to maintain and the Division of Information Technology (DolT)
was not able to support staff training on this technology. Also, the old system required staff to evaluate
multiple systems to determine a taxpayer’s balance, which includes status of bankruptcies, audits, and
license renewals, in order to monitor and enforce tax compliance.

This five-year project began in FY2013 and was completed in three phases, which includes purchasing
hardware, designing software infrastructure, and transferring taxpayer collections data to the new system.
The project is primarily funded through COPs, which are authorized up to $25.0 million, all of which
have been issued. Phase | of the project went live in 2014 and Phase Il went live in September 2015. The
online taxpayer portal completed development and testing in June 2017; however, implementation of the
portal is being held by the State to confirm that the system is secure security and other resources are in
place to effectively protect the system and taxpayer records. The revenue accounting and estate tax
portions of the system have been finalized and are in the final stages of implementation. Once the
taxpayer portal, revenue accounting, and estate tax functionalities have all gone live, Phase Il will be
complete.

Personnel $962,891

The Budget includes a net increase of $962,891 in general revenue to support personnel needs within the
Division of Taxation. The Division adds 4.0 FTE positions related to the implementation of STAARS.
The Department plans to use these positions as part of a Division-wide reconfiguration of positions.
According to the Department, the goal of this reconfiguration is to optimize and leverage the STAARS
system to automate as much of the tax processing and administration as possible and focus resources on
revenue enhancement. During the implementation of STAARS, the Division has allocated and shifted
resources as necessary.

Tax Amnesty Administration $500,000

The Budget adds $500,000 in general revenue to support the administration of the tax amnesty initiative.
This funding will support adding functionality to the new State Tax Administration and Revenue System
(STAARS), advertising and promotion of the initiative, personnel, and printing/mailing costs.

Under the tax amnesty initiative, civil, and criminal penalties for non-compliance with state tax laws will
be forgiven, and interest owed will be reduced by 25.0 percent. This initiative will be in place for a 75-
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day period, ending February 15, 2018. It is estimated that $12.5 million in additional one-time revenues
will be collected during the amnesty period.
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Legislature

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures by Program Actual Enacted Revised Enacted Enacted Enacted
General Assembly $5.4 $5.7 $8.0 s2.2 39.3% $6.1 50.4 6.2%
Fiscal Advisory Staff 14 1.9 1.9 0.1 2.8% 1.8 (0.1) -2.6%
Legislative Council 3.7 5.4 5.2 (0.1) -2.5% 5.4 0.1 1.5%
Joint Comm. on Legislative Services 22.3 24.1 25.1 1.0 4.2% 23.1 (1.0) -4.1%
Auditor General 4.8 5.6 5.4 (0.3) -4.9% 5.7 0.1 1.8%
Special Legislative Commissions 0.0 0.0 0.0 - 0.0% 0.0 - 0.0%
Total $37.7 $42.7 $45.6 2.9 6.8% $42.3 (50.5) -1.2%

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures by Source Actual Enacted Revised Enacted Enacted Enacted
General Revenue $36.2 $41.1 $44.0 S$3.0 7.3% $40.5 (s0.5) -1.3%
Restricted Receipts 14 1.7 1.6 (0.1) -5.0% 1.7 0.0 2.0%
Grand Total $37.7 $42.7 $45.6 2.9 6.8% $42.3 (s0.5) -1.2%
Authorized FTE Levels 298.5 298.5 298.5 0.0 0.0% 298.5 0.0 0.0%

S in millions. Totals may vary due to rounding.

The Rhode Island General Assembly enacts laws, develops state policy, and evaluates programs through
the appropriation process. The General Assembly has six programs that assist it in executing its
constitutional role.

= The General Assembly consists of two chambers, with the Senate composed of 38 members and the
House of Representatives with 75 members. The General Assembly meets annually.

= The House Fiscal Advisory Staff provides fiscal research support to the House membership and the
House Finance Committee.

= The Legislative Council develops legislation and researches various issues for Senate and House
members.

= The Joint Committee on Legislative Services is the administrative arm of the General Assembly.

= The Office of the Auditor General conducts financial reviews and evaluations of state programs and
completes annual post-audits for the State.

= Special Legislative Commissions include study commissions and task forces established by the General
Assembly to analyze various public policy issues.

MAIJOR ISSUES AND TRENDS FOR FY2018

The Budget includes $42.3 million for the Legislature in FY2018, including $40.5 million in general
revenue. This is $530,223 less than the FY2017 Budget as Enacted. Restricted receipts total $1.7 million
and are dedicated to fund, in part, the Auditor General’s office. These funds are derived from a 0.5 percent
audit fee that is assessed on all federal grants in state departments for each major federal program and are
used to finance personnel costs associated with the Auditor General’s Single Audit Report publication.

The Budget increases the general revenue appropriation for FY2017 in the revised budget by $3.0 million.

The Budget provides for 298.5 FTE positions for FY2017 and FY 2018, consistent with the FY2017 Budget
as Enacted.
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Lieutenant Governor

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
Lieutenant Governor S1.0 S1.1 S1.1 (50.0) -2.4% S1.1 50.0 0.5%
Expenditures By Source
General Revenue S1.0 S1.1 S1.1 (50.0) -2.4% S1.1 50.0 0.5%
Authorized FTE Levels 8.0 8.0 8.0 - - 8.0 - -

S in millions. Totals may vary due to rounding.

The Office of the Lieutenant Governor is one of the five general offices subject to voter election under the
Constitution of Rhode Island. The Lieutenant Governor fulfills the executive responsibilities of the
Governor upon his/her death, resignation, impeachment or inability to serve. The Lieutenant Governor
also chairs and serves on various commissions and advisory boards, and the Office initiates legislation
and assumes advocacy and leadership roles in a number of policy areas. The Budget includes 8.0 FTE
positions for FY2017 and FY2018, consistent with the enacted budget.

MAJOR ISSUES AND TRENDS FOR FY2018

The Lieutenant Governor’s budget is entirely financed with $1.1 million in general revenue for FY2018,
less than a 1.0 percent increase from the FY2017 enacted level. The Lieutenant Governor serves on the
Rhode Island Emergency Management Advisory Council (Chair); the Small Business Advocacy Council
(Chair); and the Long-Term Care Coordinating Council (Chair).

The Office’s FY2018 Budget is comprised almost entirely of personnel costs. The Budget fully funds the
Office’s 8.0 FTE positions.

Lieutenant Governor General Revenue
FY2017 Enacted $1,079,576
Target and Other Adjustments 4,641

FY2018 Enacted $1,084,217
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Office of the Secretary of State

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures By Program Actual  Enacted Revised Enacted Enacted Enacted
Administration $2.5 $3.5 $3.3 ($0.2) -5.7% $3.4 ($0.1) -2.9%
Corporations 2.1 2.2 2.1 (0.1) -4.5% 2.2 - 0.0%
State Archives 0.5 0.8 0.7 (0.1) -12.5% 0.5 (0.3) -37.5%
Elections and Civics 13 3.4 3.3 (0.1) -2.9% 1.9 (1.5) -44.1%
State Library 0.6 0.6 0.6 - 0.0% 0.7 0.1 16.7%
Office of Public Information 0.5 0.5 0.5 - 0.0% 0.6 0.1 20.0%
Total $7.5 $11.0 $10.5 (50.5) -4.4% $9.3 (s1.7) -15.5%
Expenditures By Source
General Revenue $6.7 $10.3 $9.9 (50.4) -3.9% $8.9 (51.4) -13.6%
Federal Funds 0.01 - 0.02 0.02 - - - -
Restricted Receipts 0.4 0.6 0.5 (0.1) -16.5% 0.4 (0.2) -33.2%
Operating Transfers from Other Funds 0.4 0.1 0.1 - - - (0.1) -100.0%
Grand Total $7.5 $11.0 $10.5 (80.5) -4.4% $9.3 ($1.7) -15.5%
Authorized FTE Levels 57.0 59.0 59.0 - - 59.0

S in millions. Totals may vary due to rounding.

The Secretary of State is one of five general officers subject to voter election under the Constitution of
Rhode Island. The Office of the Secretary of State prepares for state and local elections, manages the
State’s records, and provides public information about state government. The Office’s budget consists of
six divisions including Administration, Corporations, State Archives, State Library, Elections and Civics,
the Office of Public Information and one internal service funded section (Record Center).

MAJOR ISSUES AND TRENDS FOR FY2017 AND FY2018

The Budget includes 59.0 FTE positions in FY2017 and in FY2018. The Budget shifts 1.0 Administrative
Assistant position from State Archives to the Office of Public Information. The Budget decreases general
revenue by $1.4 million for election expenses as compared to the FY2017 Budget as Enacted, because
FY2018 is an “off-year” in the general election cycle. These expenses decrease in even-numbered fiscal
years when there is no statewide general election; however, there still may be costs incurred for local or
special elections. The Budget includes $25,000 for maintenance and IT support of the electronic poll book
(e-Poll book) program.

The Office has been working with the Office of Regulatory Reform (ORR) within the Office of
Management and Budget to create an online, indexed, and searchable Code of State Regulations. The
State’s current system is limited to showing final rules only and cannot illustrate changes made in the rule
making process. The Office anticipates a December 2017 implementation date for the project. The Budget
includes $223,713 to fund personnel and IT costs to develop, implement, and maintain an online Code of
State Regulations.

The FY2017 Revised Budget adds $50,000 to the enacted appropriation to provide a total of $150,000 in
Rhode Island Capital Plan (RICAP) funds to complete a feasibility study and subsequent architecture and
engineering services to identify a permanent facility for the State Archives to replace the currently leased
space in downtown Providence.

ADMINISTRATION

The Administration program provides operational support for the Office, including personnel
management; fiscal management and budget preparation; information technology support; constituent
affairs response; communications and media relations; and policy development and legislative affairs.
The Budget includes 20.0 FTE positions in FY2017 and FY2018.
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Administration General Revenue
FY2017 Enacted $3,539,219
Target and Other Adjustments 85,639
Contracted Services (151,594)
Operating Expenses (90,639)
FY2018 Enacted $3,382,625
Contracted Services (5151,594)

The Budget includes $173,713 in general revenue for contracted services in the Administration program.
This reflects a decrease of $151,594 from the FY2017 Budget as Enacted and a decrease of $170,704
from the Agency’s budget request.

The appropriation will hire two contract Junior Developer positions to support the redesign of several
applications currently in use, including: the Lobby Tracker, a searchable database of registered lobbyists
and firms in Rhode Island; the Open Meetings site, which houses agendas, meeting minutes, and
calendars for State and local public meetings; and, the Boards and Commissions database, which provides
information on public board member appointments. The Office also intends to restructure the internal
Business Services database and the Rhode Island Government Owner’s Manual. In addition to the
contracted services appropriation, the Governor includes $50,000 in general revenue operating funds for
this program to purchase IT software and hardware, providing a total appropriation of $223,713 for the
eGovernment IT upgrades.

Analyst Note: The Governor’s Budget lists an appropriation of $312,080 in general revenue for the eGovernment IT
upgrade, reflecting the Agency’s request for 5262,080 in contract services and $50,000 in operating expenses.
However, the Governor reduced the Agency’s request by $170,704 for contracted services and appropriated that
amount within the Department of Administration to pay for contracted legal services as part of the ongoing
regulatory review process.

Operating Expenses (590,639)

The Budget includes $524,058 in general revenue for operating expenses reflecting a net decrease of
$90,639 from the FY2017 Budget as Enacted. The decrease in computer equipment maintenance and
repair expenses reflect reduced costs associated in administering the 2016 primary and general election,
as well as reduced costs associated with the eGovernment initiatives. Offsetting this decrease are
increased costs for internet services, reflecting an increased use of cloud storage required to meet the
Secretary of State’s eGovernment initiatives, and a net increase of $31,542 in all other operating
adjustments.

FY2017 FY2018
Operating Expenses Enacted Enacted Change
Computer Equipment Maintenance $448,332 $122,770 (5$325,562)
Internet Services 10,597 213,978 203,381
All Other Operating Adjustments 155,768 187,310 31,542
Total $614,697 $524,058 (590,639)

CORPORATIONS

The Corporations Division is the official State repository for business and commercial records, and
maintains a searchable database that includes articles of incorporation and entity annual reports. The
Division also houses the First Stop Information Center, a referral service for existing and potential small
business owners; the Uniform Commercial Code Unit for tangible property lien tracking; and a Notary
and Trademark application program. The Division also manages an online master permit application
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system (Quick Start) for small business start-ups. The Budget includes 20.0 FTE positions in both
FY2017 and in FY2018.

Corporations General Revenue
FY2017 Enacted $2,192,627
Target and Other Adjustments (18,500)
Business Records Scanning Project 50,000
FY2018 Enacted $2,224,127
Business Records Scanning Project $50,000

The Budget includes $50,000 to hire a vendor to scan over 38,000 active corporation filings, each
containing between 2 to 1,000 pages. The Office is required by law to house all records for business
corporations. This project will enable all files to be viewable online.

STATE ARCHIVES

The State Archives Division is the official repository for preserving and maintaining the permanent
records of State government. The Division sets regulations for state document retention, and assists state
agencies with records management. Since 1992, the Division has also operated the Local Government
Records Program, which is now largely funded with the Historical Records Trust restricted receipt
account. The Budget includes a staffing level of 4.2 FTE positions in FY2017 and in FY2018, consistent
with the enacted budget.

State Archives General Revenue
FY2017 Enacted $133,721

Target and Other Adjustments 2,734

Personnel (49,305)
FY2018 Enacted $87,150

State Archives Other Fund Changes
Personnel, Operating, and Capital (5102,041)
RICAP - State Archive Facility (100,000)
Historical Records Trust Informational
Personnel (549,305)

The Budget includes a $49,305 general revenue decrease reflecting the shift of 1.0 Administrative
Assistant position to the Office of Public Information program as part of an ongoing consolidation of
programs within the Office of the Secretary of State.

Personnel, Operating, and Capital (restricted receipts) (5102,041)

The Budget includes a $102,041 general revenue decrease reflecting the shift of functions from the State
Archives program to the Office of Public Information program as part of an ongoing consolidation of
programs within the Office of the Secretary of State.

RICAP - State Archives Facility (other funds) (5100,000)

The Budget includes a decrease of $100,000 in RICAP funds in FY2018. The FY2017 Budget as Enacted
included $100,000 in one-time funding for a feasibility study to identify and recommend options for a
permanent facility for the Rhode Island State Archives. The study is complete and no further funding for
the study is required at this time.

This project funds a feasibility study to identify and recommend options for a permanent facility for the
Rhode Island State Archives. Millions of historically significant documents, images, and past records
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dating back to 1638 are currently housed in leased office space that is susceptible to severe flooding. The
aim of this study is to provide information (type of structure to be built, location, and costs) to seek voter
approval of general obligation bond funds in 2018 to construct a new, permanent facility. Architectural
and engineering costs of a new facility are also included in this project. The FY2017 Revised Budget
includes Rhode Island Capital Plan (RICAP) funding of $150,000 in FY2017 for the architectural and
engineering (A&E) study, reflecting an increase of $50,000 from the FY2017 Budget as Enacted. The
Budget does not include RICAP funding for FY2018.

Analyst Note: Based upon a study by the Rhode Island Foundation, which included partner organizations
(Department of State, the Judiciary, and the City of Providence), the archival facility would require 114,287 in
square feet. The Department estimates a $62.3 million project cost, including $43.0 million for construction, $5.0
million for land acquisition, $3.0 million for site development, and S11.5 million for additional construction and site
development costs. Some cost share may occur with partner organizations but those details have not yet been
finalized.

Historical Records Trust Informational

The Budget uses the Historical Records Trust (restricted receipts) to fund certain personnel and operating
costs in the State Archives program. The Historical Records Trust account is funded by collecting a $4 fee
per instrument for recording (for example, contracts for sale of land or letters of attorney) from
municipalities to assist local governments with preservation of public records in their custody or care.
Revenue generated from the Trust helps to fund operating costs in the State Archives program.

FY2015 FY2016 FY2017 FY2018
Collections S466,886 $379,423 $415,273 S$414,478
Expenditures 470,308 378,549 415,273 414,478
Source: Office of the Secretary of State

Collections for FY2017 and FY2018 are agency estimates.

ELECTIONS AND CIVICS

The Elections Division promotes voter registration and turnout; maintains the State’s central voter
registration system; publishes guides and handbooks; explains how to run for office and how to register
and vote; and provides descriptions of state referenda questions. The Division is charged with developing,
printing, and distributing ballots, including candidate certification. Increases in operating supplies and
expenses, primarily printing, postage and postal services, are expected during a general election year. The
Budget includes a staffing level of 3.0 FTE positions in both FY2017 and FY2018, consistent with the
enacted level.

Elections and Civics General Revenue
FY2017 Enacted $3,377,103

Target and Other Adjustments -

Election Costs (1,470,633)
FY2018 Enacted $1,906,470
Election Costs (51.5 million)

The Budget decreases general revenue by $1.5 million for election expenses as compared to the FY2017
Budget as Enacted, because FY2018 is an “off-year” in the general election cycle. These expenses
decrease in even-numbered fiscal years when there is no statewide general election; however, there still
may be costs incurred for local or special elections. The Budget includes $25,000 for maintenance and IT
support of the electronic poll book (e-Poll book) program.
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STATE LIBRARY

The State Library provides reference and research services about law, legislation, rules and regulations,
government reports, and state history. The Library is an official Federal Government Publications
Depository and State Publications Clearinghouse. The Budget includes 5.0 FTE positions in both FY2017
and FY2018, consistent with the enacted level.

State Library General Revenue
FY2017 Enacted $554,149
Target and Other Adjustments (19,195)
Personnel 188,431
FY2018 Enacted $723,385
Personnel 5188,431

The Budget adds $188,431 in general revenue primarily to fill the vacant 1.0 State Librarian position and
hire 1.0 Director of State Archives and Library.

OFFICE OF PUBLIC INFORMATION

The Office of Public Information is designed to make government more open and accessible. State law
requires many documents to be filed with the Office, including lobbying disclosures, public meeting
notices and minutes, disclosure of state government consultants, and appointments to boards and
commissions. The Budget includes 3.0 FTE positions in FY2017 and 4.0 FTE positions in FY2018,
reflecting the shift of 1.0 Administrative Assistant from State Archives to the Office of Public
Information.

Office of Public Information General Revenue
FY2017 Enacted $484,232
Target and Other Adjustments (4,392)
Personnel 114,422
Printing (16,700)
State House Tour Program 10,000
FY2018 Enacted $587,562
Personnel 5114,422

The Budget adds $114,422 in general revenue reflecting the shift of a 1.0 Administrative Assistant
position from the State Archives program to the Office of Public Information program. This move is part
of an ongoing consolidation of programs within the Office of the Secretary of State, as well as other
personnel target adjustments.

Printing (516,700)

The Budget decreases general revenue by $16,700 for printing expenses as compared to the FY2017
Budget as Enacted, because FY2018 is an “off-year” in the general election cycle.

State House Tour Program 510,000

The Budget includes $10,000 to expand the State House tour program. Currently, tours are free and
offered hourly each week day. The additional funds will expand the program and lower the group ratio
per guide from 50 people to 25 people per guide. The Office has a Memorandum of Understanding with
the Community College of Rhode Island (CCRI) which provides student professionals to run the tour
program. These students maintain the tour schedule for groups, conduct tours, and recruit, educate, and
train CCRI student volunteers.
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Guided state house tours are offered free to the public, hourly, Monday through Friday, and include visits
to the Rhode Island Charter Museum, the State Room, the Senate and House Chambers, and the State
Library, where visitors can also view exhibits from the State Archives.

RECORDS CENTER

The Records Center is an internal service program funded with internal service funds: no general
revenues fund program activities. Inactive records of state agencies are stored at the State Records Center,
administered by the Public Records Administration. Inactive records are records that departments and
agencies no longer require immediate access to, but that are not yet eligible for disposal because of
administrative, fiscal or legal requirements. Access to these records is provided only through the
expressed permission of the originating state agency. The Budget includes 4.2 FTE positions in both
FY2017 and FY2018.
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Office of the General Treasurer

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
General Treasurer $10.9 $3.4 $3.4 - - $3.3 (50.1) -2.9%
Employees' Retirement System 9.1 9.8 113 1.5 153% 10.9 1.1 11.2%
Unclaimed Property 27.6 22.3 26.5 4.2 18.8% 26.3 4.0 17.9%
Crime Victim Compensation Program 1.6 2.0 2.2 0.2 10.0% 2.2 0.2 10.0%
Total $49.2 $37.5 $434 $59 15.7% $42.7 $5.2  13.9%

Expenditures By Source

General Revenue $2.3 $2.7 $2.7 - - S2.7 - -
Federal Funds 0.7 0.9 1.1 0.2 22.2% 1.0 0.1 11.1%
Restricted Receipts 37.7 33.3 39.0 57 17.1% 38.4 5.1 15.3%
Other Funds 8.5 0.6 0.6 - - 0.6 - -
Grand Total $49.2 $37.5 $43.4 $5.9 15.7% $42.7 $5.2 13.9%
Authorized FTE Levels 84.0 88.0 87.0 (1.0) -1.1% 89.0 1.0 1.1%

S in millions. Totals may vary due to rounding.

The Rhode Island Constitution establishes the Office of the General Treasurer, one of five general offices
subject to voter election. The General Treasurer is charged with the safe and prudent management of the
State’s finances. The Treasury budget includes Treasury operations, the Employees’ Retirement System
of Rhode Island, the Unclaimed Property program, and the Crime Victims Compensation program.
Treasury also manages the Abraham Touro Fund and the Childhood Disease Fund. The General
Treasurer’s operations, excluding the State House office, are located at the state-owned building at 50
Service Road, Warwick.

MAJOR ISSUES AND TRENDS FOR FY2017 AND FY2018

The Budget includes $43.4 million in FY2017, of which $2.7 million is general revenue. This reflects an
all fund increase of $5.9 million from the FY2017 Budget as Enacted. The increase includes $5.7 million
in restricted receipts and an increase of $152,927 in federal funds.

The Budget for FY2018 includes $42.7 million, of which $2.7 million is general revenue. This reflects an
all funds increase of $5.2 million from the FY2017 Budget as Enacted. The increase includes $5.1 million
in restricted receipts and an increase of $137,456 in federal funds. The Budget provides 87.0 FTE
positions in FY2017, a decrease of 1.0 FTE position reflecting the elimination of the 1.0 Director of
Member Services position for the CollegeBoundSaver Program. The Budget includes 89.0 FTE positions
in FY2018, reflecting the addition of 2.0 Retirement Counselors.

GENERAL TREASURER

The General Treasurer program provides administrative support to the entire agency to ensure operational
efficiency and fiscal integrity. The Budget includes 23.2 FTE positions in FY2017 and in FY2018.

General Treasurer General Revenue
FY2017 Enacted $2,507,779
Target and Other Adjustments 8,238
Operating Adjustments (50,000)
Legal Services (10,000)
Eliminate Director of Member Services Informational
FY2018 Enacted $2,456,017
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Operating Adjustments (550,000)

The Budget includes $492,954 in general revenue for operating expenses, a reduction of $50,000 from the
FY2017 Budget as Enacted. The reduction includes $30,000 in bank analysis charges reflecting the
State’s improved cash position and enhanced cash management. In addition, there is a $20,000 reduction
in projected computer supplies, software, and equipment.

Legal Services (510,000)

The Budget includes $16,000 in general revenue for legal expenses associated with the transition of the
CollegeBoundSaver program to the Division of Higher Education Assistance. This is a reduction of
$10,000 from the FY2017 Budget as Enacted.

Eliminate Director of Member Services Informational

The FY2017 Budget as Enacted authorized the hiring of a 1.0 Director of Member Services position for
the CollegeBoundSaver program to monitor the investments of the fund and manage the program, but did
not include funding in the enacted budget for this position.

EMPLOYEES’ RETIREMENT SYSTEM

The Employees’ Retirement System of Rhode Island (ERSRI) administers retirement, disability, survivor,
and death benefits to eligible state employees and public school teachers. Participating municipal
employees are covered under the Municipal Employees’ Retirement System (MERS). ERSRI also
administers the judicial and state police retirement plans, and the Teachers’ Survivor Benefit program for
teachers who are not covered under Social Security. Personnel and operating expenses of ERSRI are
funded through a restricted receipt account pursuant to RIGL 36-8-10.1 for administrative and operating
expenses of the retirement system. The Budget includes 48.0 FTE positions in FY2017 and 50.0 FTE
positions in FY2018, reflecting the addition of 2.0 Retirement Counselors.

Employees' Retirement System Other Fund Changes
New Computer System $850,000
Personnel 455,976
Contract Services (153,900)
Operating and Computer Expenses (28,200)
New Computer System (restricted receipts) $850,000

The Budget increases $850,000 for information technology consultant services for planned enhancements
to the new computer system developed by Morneau Shepell, Ltd. The project involves data conversion
from the old system that could not occur until the new system became operational. Also included is an
enhanced web portal to assist retirement system members to better manage their accounts by allowing
members to view their defined benefit plan, the defined contribution plan, and other retirement plans on
one web portal.

Personnel (restricted receipts) $455,976

The Budget increases personnel expenses by $455,976 within the State Retirement System. The increase
is attributable to salary and benefits related to the filling of 2.0 Retirement Counselors at pay grade 325
and a 1.0 Operations Assistant at pay grade 318. The added funding includes $277,936 for FY2018
planning value based salaries and benefits, $11,500 for new computers and workspace items, and reflects
other statewide medical adjustments.

Contract Services (restricted receipts) ($153,900)

The Budget includes $3.2 million in restricted receipt expenditures for various contracted professional
services, of which the largest expenditure is $1.9 million for IT systems support for the new computer
system. Other contracted services include actuarial services, auditing services related to municipal payroll
or any other audits, legal counsel, stenographic services, grounds maintenance, and security services. This
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is a $153,900 decrease from the FY2017 Budget as Enacted, reflecting lower than anticipated costs for
these services.

FY2017 FY2018
Contract Services Enacted Enacted Change
Actuary $410,000 $353,200 (556,800)
Financial Services 50,000 - (50,000)
Other Professional Services 98,600 50,000 (48,600)
Legal Services 325,000 295,000 (30,000)
All Other Contract Services 2,493,200 2,524,700 31,500
Total $3,376,800 $3,222,900 (5153,900)
Operating and Computer Expenses (restricted receipts) (528,200)

The Budget includes $738,100 million for operating and computer equipment expenses in FY2018, a
reduction of $28,200 from the FY2017 Budget as Enacted, reflecting lower projected costs for
professional insurance, computer supplies, and software agreements. The reduction is offset by increased
costs for computer equipment including, electronic board books to enhance confidential and medical
records, postage, and other various adjustments.

FY2017 FY2018
Operating and Computer Expenses Enacted Governor Change
Insurance: Professional & Occupational $153,000 $93,000 (560,000)
Computer Supplies/Software and Equipment 52,000 14,000 (38,000)
Computer Equipment 31,500 61,000 29,500
Postage and Postal Services 203,200 222,000 18,800
Software Maintenance Agreements 16,500 - (16,500)
All Other Operating Expenses 310,100 348,100 38,000
Total $766,300 $738,100 (528,200)

UNCLAIMED PROPERTY

The Unclaimed Property program is responsible for collecting abandoned property and acts as custodian
for both tangible and intangible property. The mission of the program is to return the abandoned property
to its rightful owners. The Budget includes 11.3 FTE positions in FY2017 and in FY2018.

Unclaimed Property Other Fund Changes
Revenue Collections and Expenditures $3,735,342
Contract Services, and Operating 235,000
Revenue Collections and Expenditures (restricted receipts) $3.7 million

Based on Treasury’s May 2017 Revenue Estimating Conferences testimony adjustments were made to the
projected revenue collections and expenditures to the Unclaimed Property Program impacting claim
payments, change in liability, and the surplus transfer to the General Fund. Based on Conference
projections, the transfer to the General Fund increases $1.7 million, claim payouts increase $800,000, and
the change in liability (the amount required by general accounting rules that the fund must carry forward
to the next fiscal year for claim payouts) increases $1,235,342, resulting in a net increase of $3.7 million.
[$800,000 + $1,235,342 + $1,700,000 = $3,735,342].

Contract Services and Operating (restricted receipts) $235,000

The Budget includes $593,000 in restricted receipt expenditures for various contracted professional
services, including actuarial services, auditing services related to municipal payroll and other audits, legal
counsel, stenographic services, grounds maintenance, and security services. This is a $225,000 increase
from the FY2017 Budget as Enacted, which includes $125,000 for IT System Support for a new computer
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system within the program and $100,000 for auditing services based on the previous year’s activity. The
current IT system is an obsolete system that runs legacy technologies that are difficult to secure and
maintain. The current system will continue in use as a redundant/back up system for a year. In addition,
the Budget adds Audit services are used to identify accumulated unclaimed property at various businesses
and financial institutions. The Budget also adds $10,000 in restricted receipts for operating costs
reflecting additional advertising costs for the Unclaimed Property program.

CRIME VICTIMS COMPENSATION PROGRAM

The Crime Victims Compensation program compensates innocent victims of violent crimes for certain
expenses that are attributable to the crime. Compensation may be used to cover funeral, medical, and
counseling expenses incurred by victims or their family members. The maximum award for each criminal

incident is capped at $25,000. The Budget provides 4.5 FTE positions in FY2017 and in FY2018,
consistent with the enacted budget.

Crime Victims Compensation Program
FY2017 Enacted

General Revenue

$228,452
Target and Other Adjustments 14,223
FY2018 Enacted $242,675
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Board of Elections

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
Board of Elections S1.7 $2.0 $2.1 50.1 4.3% S1.5 (50.4) -21.9%
Expenditures By Source
General Revenue S1.7 $2.0 $2.1 50.1 4.3% S1.5 (50.4) -21.9%
Authorized FTE Levels 11.0 12.0 12.0 - - 12.0 - -

S in millions. Totals may vary due to rounding.

The Board of Elections supervises all elections and state and local referenda. The Board oversees voter
registration and public education activities and provides all registration materials used in the State. The
Board supervises and monitors the campaign finance activities of candidates, political action committees,
and state vendors.

MAJOR ISSUES AND TRENDS FOR FY2017 AND FY2018

The Budget includes $2.1 million in FY2017, which is $85,000 more than appropriated in the FY2017
Budget as Enacted. The Budget adds $125,050 in operating costs reflecting additional supplies,
telecommunication items, and software associated with the new voting equipment purchased by the
Secretary of State. Major personnel adjustments include increased turnover savings ($93,855), medical,
and retirement reductions ($96,026), and increased costs for temporary employees $65,000.

For FY2018, the Budget includes $1.5 million for FY2018, which is $433,972 less than the FY2017
Budget as Enacted. The increase is almost entirely attributable to temporary employees, voting equipment
transportation, printing, and postage expenses not required in a non-general election year. The Budget
includes 12.0 FTE positions in FY2017 and in FY2018.

Central Management General Revenue
FY2017 Enacted $1,982,707
Target and Other Adjustments (11,745)
General Election Adjustments (445,000)
Personnel Adjustments 22,773
FY2018 Enacted $1,548,735
General Election Adjustments (5445,000)

The Budget decreases general revenue expenditures by $445,000 to reflect personnel, purchased services,
and operating expenditures for voter operating supplies and expenses not required in a non-General
Election year. The decrease includes $210,000 for seasonal employees who performed election work. The
General Election adjustment also includes decreases of $135,000 to transport the election equipment to
and from polling stations, $70,000 to print election and voter registration-related material, and $30,000
for postage.

Personnel Adjustments $22,773

The Budget increases general revenue expenditures by $22,773 to fill all vacant positions in FY2018.
Currently, the Board has three full-time positions vacant, 1.0 Executive Director, 1.0 Administrative
Assistant, and 1.0 Planning and Program Development Specialist, offset by the elimination of overtime
pay in FY2018. Historically, the Board does not incur overtime in non-statewide election years.
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Ethics Commission

FY2016 FY2017 FY2017  Change from FY2018 Change from
Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
RI Ethics Commission $1.5 S1.7 S1.6 (50.0) -1.3% $1.7 S0.0 0.7%
Expenditures By Source
General Revenue $1.5 S1.7 S1.6 (S0.0) -1.3% $1.7 S0.0 0.7%
Authorized FTE Levels 12.0 12.0 12.0 - - 12.0

S in millions. Totals may vary due to rounding.

The Rhode Island Ethics Commission is responsible for adopting and disseminating the Rhode Island
Code of Ethics, issuing advisory opinions to public officials and employees, enforcing financial
disclosure policies and maintaining financial disclosure records, investigating and adjudicating
complaints alleging violation of the Code of Ethics, and educating the general public as to the
requirements of the Code of Ethics. The Commission is headed by an Executive Director/Chief
Prosecutor.

MAJOR ISSUES AND TRENDS FOR FY2018

The Budget includes $1.7 million for FY2018, which provides an increase of $12,490 (0.7 percent) over
the FY2017 Budget as Enacted. This includes a net increase of $4,363 for personnel costs reflecting
various salary and statewide benefit adjustments. The Budget also includes an increase of $4,726
($15,000 to $19,726) for contracted legal services, and an increase of $3,126 in operating costs, of which
$1,026 reflects an increase in rent cost.

The Budget includes 12.0 FTE positions in FY2017 and FY2018, consistent with the enacted level. The
agency’s office is located at 40 Fountain Street in the City of Providence. The lease was renewed on
April 30, 2011, and expires on November 30, 2021. The annual lease expense is $102,500.

Rl Ethics Commission General Revenue
FY2017 Enacted $1,653,383
Target and Other Adjustments 12,490
FY2018 Enacted $1,665,873
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Office of the Governor

FY2016 FY2017 FY2017  Change from FY2018 Change from
Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
Governor $4.8 $5.1 $5.1 (50.0) -0.3% $5.4 S0.3 6.0%
Expenditures By Source
General Revenue $4.8 $5.1 $5.1 (50.0) -0.3% $5.4 S0.3 6.0%
Authorized FTE Levels 45.0 45.0 45.0 - - 45.0 - -

S in millions. Totals may vary due to rounding.

The Office of the Governor is one of five general offices subject to voter election under the Constitution
of Rhode Island. The Office is responsible for directing the executive branch of government, including
the preparation and submission of the annual state budget.

MAJOR ISSUES AND TRENDS FOR FY2018

In FY2018, the budget for the Office of the Governor is $5.4 million in general revenue. The majority of
this funding (90.1 percent) supports personnel costs. The Budget includes 45.0 FTE positions in both
FY2017 and FY2018, consistent with the enacted budget.

Governor General Revenue
FY2017 Enacted $5,091,069
Target and Other Adjustments (4,202)
Personnel 1,105,252
Interdepartmental Cost Allocations (794,565)
FY2018 Enacted $5,397,554
Personnel $1.1 million

The Budget adds $1.1 million in general revenue to cover personnel expenses for 45.0 FTE positions
within the Office of the Governor. This

reflects the addition of $310,688 to cover the Office of the Governor Personnel Costs

salary and benefit costs for 3.0 FTE positions $6.0

transferred into the Office of the Governor

. $5.0
from other State agencies, and to replace a
$4,203 net reduction incurred through various @ $4.0
statewide benefit adjustments. The positions £ $3.0
=3

are: 1.0 Health Program Administrator from $2.0
the Executive Office of Health and Human
Services; 1.0 Interdepartmental Project
Manager from the Department of Children,
Youth, and Families; and, 1.0 Executive
Counsel transferred from the Executive M Salaries W Benefits = Cost Allocation

Office of Commerce. The three positions are

filling existing vacancies. As of June 29, 2017, the Office of the Governor has 1.0 FTE position vacant.

Salaries for the 45.0 FTE positions in Governor’s Office for FY2018 totals $3.9 million, but the Budget
only includes an appropriation of $3.1 million. The difference will be covered by cost allocating a
portion of costs for 11.0 FTE positions to other state agencies in FY2018.

$1.0

$0.0
FY2017 Enacted FY2018 Governor
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Interdepartmental Cost Allocation ($794,565)

The Budget allocates $794,564 of personnel costs to be charged against nine state agencies. These cost
allocations reflect Governor’s Office staff support to assist the state agencies on various policy and
program initiatives such as Real Jobs RI, RhodeWorks, Reinventing Medicaid, Justice Reinvestment
Initiative, etc., effectively reducing the need to appropriate funds within the Governor’s Office to cover
these salary expenses. By including the $794,564 cost allocation, the Budget maintains a year-over-year
budget increase of 6.0 percent. However, if the Budget were to add the $794,564 as a direct
appropriation to the Governor’s Office budget, the year-over-year increase would be 21.8 percent.

The following table illustrates the FTE cost allocation to the affected state agencies.

Cost
Position Allocation Agency FY2018 Cost
Policy Analyst 100% Transportation $91,923
Policy Analyst 50% Public Safety 46,508
Policy Analyst 100% Labor and Training -
Deputy Chief of Staff 50% Administration 118,083
Deputy Chief of Staff 50% EOHHS 118,176
Deputy Chief of Staff 50% Education 110,613
Education Policy Analyst 50% Post Secondary Education 55,003
Special Assistant 50% Administration 36,502
Policy Director 50% EOHHS 69,831
Special Counsel 50% Commerce 98,617
Special Counsel 25% Public Safety 49,309
Total $794,565
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Rhode Island Commission for Human Rights

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
Commission for Human Rights $1,521,437 $1,581,423 $1,646,008 564,585 4.1% $1,690,102 5108,679 6.9%
Expenditures By Source
General Revenue $1,242,374 $1,258,128 $1,247,603 (510,525) -0.8% $1,258,074 (S54) 0.0%
Federal Funds 279,063 323,295 398,405 75110  23.2% 432,028 108,733  33.6%
Total $1,521,437 $1,581,423 $1,646,008 564,585 4.1% $1,690,102 $108,679 6.9%
Authorized FTE Levels 14.5 14.5 14.5 - - 14.5

The Rhode Island Commission for Human Rights enforces anti-discrimination laws in the areas of
employment, housing, public accommodations, credit, and delivery of services. Major program activities
include outreach and education, intake, investigation, conciliation, and administrative hearings.

The Commission is reimbursed $700 for each co-filed employment case processed pursuant to its work-
sharing agreement with the federal Equal Employment Opportunities Commission (EEOC), and between
$1,400 and $3,100 for each co-filed housing case processed pursuant to its contract with the federal
Department of Housing and Urban Development (HUD). Annual federal receipts are used to estimate the
following federal fiscal year appropriation to the Commission. When the Commission processes fewer
EEOC or HUD cases, the Commission receives a lower federal reimbursement, resulting in the need to
appropriate additional general revenues to cover the annual operation of the Commission.

The Commission receives, on average, approximately 400 cases per year and projects an average number
of processed cases to be the same each year.

MAJOR ISSUES AND TRENDS FOR FY2018

The Budget includes 14.5 FTE positions in FY2017 and in FY2018, consistent with the enacted level. In
addition, general revenue personnel costs includes a net increase of $7,855, reflecting unanticipated
personnel costs related to agency-wide pay grade increases awarded in June 2016, offset by projected
turnover of $22,986.

During FY2016, it took the Commission an average of 331 days to process a case to final disposition, 31
days longer than those processed during FY2015 and 23 days longer than those processed during
FY2014.

Commission for Human Rights General Revenue
FY2017 Enacted $1,258,128
Target and Other Adjustments (54)
FY2018 Enacted $1,258,074
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Public Utilities Commission

FY2016 FY2017 FY2017  Change from FY2018 Change from
Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
Public Utilities Commission $7.3 $8.9 $9.0 $0.1 1.1% $9.1 s0.2 2.2%
Expenditures By Source
Federal Funds $S0.1 $S0.1 $S0.1 - $S0.1 - -
Restricted Receipts 7.2 8.8 8.9 0.1 1.1% 9.0 0.2 9.0%
Grand Total $7.3 $8.9 $9.0 $0.1 1.1% $9.1 s0.2 2.2%
Authorized FTE Levels 50.0 51.0 51.0 - - 51.0

S in millions. Totals may vary due to rounding.

The Public Utilities Commission (PUC) regulates public utilities, Community Antenna Television,
common carriers, and major energy facilities; regulates rates; ensures sufficient utility infrastructure to
promote economic development; and, cooperates with other states and federal government agencies to
coordinate efforts to meet objectives. The PUC is comprised of two distinct regulatory bodies: the
Division of Public Utilities and Carriers (Division) and a three-member Commission (Commission). The
Division carries out laws relating to public utilities and carriers, and the regulations and orders of the
Commission governing the conduct and charges of the public utilities. The Commission serves as a quasi-
judicial tribunal that holds investigations and hearings concerning utility rates, tariffs, tolls and charges,
as well as facility accommodations and locations. The Commission is funded primarily through fees paid
by utility companies.

MAJOR ISSUES AND TRENDS FOR FY2017 AND FY2018

The FY2017 Revised Budget provides a total operating budget of $9.0 million, including $8.9 million in
restricted receipts, and $128,000 in federal funds. The appropriation represents an increase of $123,818
(1.1 percent) over the FY2017 Budget as Enacted. The single largest increase is $209,000 in restricted
receipts reflecting increased financial service expenses related to two Energy Facilities Siting Board
activities (the Ivenergy project in Burrillville and the Aquidneck Island Reliability project). The agency
does not receive any general revenue funding, the costs are a pass-through expenditure and are paid by
the applicants (utility developers) of the proposed utility pursuant to RIGL 42-98-17.

The FY2018 Budget provides a total operating budget of $9.1 million, including $9.0 million in restricted
receipts and $129,225 in federal funds. The appropriation represents an all fund increase of $209,370
(2.2 percent) over the FY2017 Budget as Enacted, and reflects an increase of $181,814 in restricted
receipts and $24,556 in federal funds. The Budget provides a staffing level of 51.0 FTE positions in
FY2017 and in FY2018, consistent with the FY2017 Budget as Enacted.

Article 1, Section 21 requires the Public Utilities Commission to pay an annual rent of $333,420 for the
office building at 89 Jefferson Boulevard in the City of Warwick, reflecting an increase of $160,380 to
the annual rent. The Commission will cover the increased rent via the annual utility assessments. The
Commission has paid an annual rent of $173,040 since moving into the structure.

CAPITAL PROJECTS

The 5-year capital plan includes ongoing asset protection projects of the state-owned facility at 89
Jefferson Boulevard in the City of Warwick that include replacing the elevator, windows, roof
membrane, installing handicap railings and ramp, and resurfacing the parking lot. The Budget includes
$80,000 in FY2017 and $70,000 in FY2018.
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The Public Utilities Commission and the Division of Public Utilities and Carriers assess public utilities
corporations up to $300,000 per fiscal year for capital, asset protection, or maintenance programs for the
Division. Assessments on public utilities are placed into a restricted receipt account and used for capital
projects.
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Executive Office of Commerce

FY2016 FY2017 FY2017  Change from FY2018  Change from
Expenditures by Program Actual Enacted Revised Enacted Enacted Enacted
Central Management $0.7 $1.2 $1.0 (s0.2) -20.4% $1.1 (50.1) -5.1%
Commerce Programs - 5.0 3.5 (1.5) -30.0% 1.3 (3.7) -74.0%
Economic Development Initiatives Fund 43.0 36.9 37.7 0.8 2.2% 17.8 (19.1) -51.8%
Housing and Community Development 13.3 23.2 23.6 0.5 2.0% 23.3 0.1 0.5%
Quasi-Public Appropriations 16.4 13.2 12.8 (0.4) -3.1% 15.1 1.9 14.6%
Total $73.4 $79.4 $78.5 (50.9) -1.1% $58.6  (520.8) -26.2%

FY2016 FY2017 FY2017  Change from FY2018  Change from
Expenditures by Source Actual Enacted Revised Enacted Enacted Enacted
General Revenue $60.5 $55.6 $54.7 (50.8) -1.5% $33.1 (522.5) -40.5%
Federal Funds 10.0 17.8 18.3 0.5 2.7% 17.9 0.1 0.6%
Restricted Receipts 2.7 4.8 4.8 - 0.0% 4.7 (0.0) 0.0%
Other Funds 0.3 1.3 0.8 (0.5) -39.6% 2.9 1.6 123.1%
Total $73.4 $79.4 $78.5 (50.9) -1.1% $58.6  (520.8) -26.2%
Authorized FTE Levels 16.0 16.0 16.0 0.0 0.0% 17.0 1.0 6.3%

S in millions. Totals may vary due to rounding.

The Executive Office of Commerce was established pursuant to RIGL 42-64.19 to be the principal agency
of the executive branch of State government for managing the promotion of commerce and the economy
in the State. The Secretary of Commerce oversees the Executive Office of Commerce. The Secretary is
charged with coordinating a cohesive direction of the State’s economic development activities and be the
State’s lead agency for economic development throughout Rhode Island.

The Housing and Community Development program was transferred to the Executive Office of
Commerce in accordance to provisions set under RIGL 42-64.19-7(h) and enacted by the General
Assembly in 2013. In addition, the funding and administration for the Rhode Island Commerce
Corporation and the I-195 Redevelopment Commission that were previously funded in the Department of
Administration were transferred to the Executive Office of Commerce.

Analyst Note: The enabling statute requires the Executive Office of Commerce to assume the operating functions of
the Department of Business Regulation. However, the Governor has interpreted this to only mean that the Director
of the Department of Business Regulation reports to the Secretary of Commerce, and not that the Executive Office
of Commerce is to administer the budget and operations of the Department.

MAJOR ISSUES AND TRENDS FOR FY2018

The Budget appropriates $58.6 million to fund the economic development initiatives and operations of
Executive Office of Commerce and the Rhode Island Commerce Corporation. Just over half of this, or
$33.1 million, comes from general revenue, a 40.5 percent decrease ($22.5 million) from FY2017 enacted
levels. The Budget includes 16.0 FTE positions in FY2017 and in 17.0 in FY2018

Article 19 of the FY2016 Budget as Enacted established numerous new economic development incentives
for spurring investment in new capital, improving the workforce, critical industry sectors, and innovation
research. FY2016 appropriations supporting these incentives totaled $47.2 million. Total general
revenue appropriations through FY2018 inclusive of FY2016 enacted levels totals $104.0 million, an
increase of 144.0 percent. The following table shows the total appropriations, awards, and remaining
balances for each of the incentives:
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FY2016 FY2017 FY2017 FY2018 Total

Incentive Enacted Enacted Revised Enacted Appropriations Awarded* Balance
Rebuild RI $1.0 $25.0 $25.0 $12.5 $38.5 $68.8 ($30.3)
1-195 Redevelopment fund 25.0 - - 2.0 27.0 19.5 7.5
First Wave Closing Fund 5.0 7.0 8.5 1.8 15.3 19 13.4
Small Business Assistance Fund 5.5 - - - 5.5 5.4 0.0
Wavemaker Fellowship 1.7 3.5 2.0 0.8 4.5 0.8 3.7
Innovation Vouchers 1.0 1.5 1.5 1.0 3.5 1.8 1.7
Innovation Matching Grants 1.0 1.0 1.0 0.0 2.0 0.4 1.6
P-TECH - 1.2 1.2 0.0 1.2 1.3 (0.1)
Main Street Rl Streetscape Improvement Fund 1.0 1.0 1.0 0.5 2.5 1.0 15
Air Service Development Fund - 1.5 1.5 0.5 2.0 - 2.0
Anchor institution Tax Credit 0.8 0.7 - - 0.8 - 0.8
Industry Cluster Fund/Competitive Cluster Fund 0.8 0.5 0.5 - 1.3 1.0 0.3
Qualified Jobs Tax Incentive - - - - - 30.7 -
Sales and Use Tax Exemption Incentive - - - - - 3.4

Tax Increment Financing - - - - - 114

Tax Stablization Incentive - - - - - 0.2 -
Total $42.7 $42.9 $42.2 $19.1 $104.0 $147.6 $2.1

S in millions. Totals may vary due to rounding.
! Total Awards through June, 2017. Fiscal Impact of certain tax credit awards extend out to 2022.

Article 2 authorizes a $250,000 “pass-through” appropriation to the Polaris Manufacturing Technical
Assistance Program to help upgrade the skills of the manufacturing workforce.

Lastly, the Executive Office of Commerce has occupied a suite of offices in the State House since its
establishment in 2015. As the work of the EOC has increased, the space has become too small to
accommodate the demands of the office. The State approved a lease agreement request made by the EOC
for rental office space in the ALCO Building in Providence. The EOC relocated to the new space in June
2017, and is now collocated with the Commerce Corporation.

CENTRAL MANAGEMENT

The Central Management program is responsible for supervising, coordinating, and monitoring all
departmental functions. The Central Management program provides leadership, management, and
strategic planning activities. The Budget includes 5.3 FTE positions in FY2017 and in FY2018.

Central Management General Revenue
FY2017 Enacted $1,200,198
Target and Other Adjustments (14,434)
Personnel (116,906)
Lease of Office Space for Executive Office 69,316
FY2018 Enacted $1,138,174
Personnel (5116,906)

The Budget reduces salaries and benefits within the Executive Office of Commerce by $116,906 in
FY2018. The reduction reflects the defunding of the EOC’s Deputy Secretary position, partially offset by
other adjustments. The position has not been filled since December 2016. The authorized FTE remains.

Lease of Office Space for Executive Office 569,316
The Budget includes $69,316 in general revenue to pay to lease new office space for the Executive Office
of Commerce. Since its establishment in FY2015, the EOC has occupied a suite of offices in the State
House. As the programming, responsibilities, and staff of the EOC have increased, the space became too
small to accommodate the demands of the office.

In December 2016, the State Properties Committee approved a lease agreement request made by the EOC
for rental office space in the ALCO Building #58 in Providence. EOC now occupies Suite 203 which
consists of 2,983 square feet of space. The Commerce Corporation is currently located next door at 315
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Iron Horse Way. This co-location with the Commerce Corporation will better align their activities and
gain operational efficiencies. EOC completed its relocation to the new space in June 2017.

COMMERCE PROGRAMS

The Budget provides $1.3 million of general revenue in FY2018 to support an array of Commerce
Programs primarily focused on developing and retaining workforce talent with skills in the areas of
science, technology, engineering, and math. Funds within Commerce Programs continue to be used to
attract new airline routes. The funding recommendation is $3.7 million less than what was appropriated
in the FY2017 Budget as Enacted.

Commerce Programs General Revenue
FY2017 Enacted $5,000,000

Target and Other Adjustments -

Wavemaker Fellowship (2,700,000)
Air Service Development (1,000,000)
FY2018 Enacted $1,300,000

Wavemabker Fellowship (52.7 million)

The Budget includes $800,000 in general revenue in FY2018 and $2.0 million in FY2017 to fund the
Wavemaker Fellowship Program. These appropriations are $2.7 million and $1.5 million less,
respectively, than the FY2017 enacted level of $3.5 million. The reductions are meant to better align the
amount of available funds each year to the demand for fellowships. There have been 208 fellowships
awarded to date. Commerce is interested in awarding the same number of fellowships in each of the next
two fiscal years (645 total through FY2019).

Percent Percent Percent
Budget Appropriation Awarded Balance Awarded Obligated Obligated Expended Expended
2016 Enacted $1,700,000 $788,051 $911,949 46.4% $788,051 46.4% $0.0 0.0%
2017 Enacted 3,500,000 - - - - - - -
2017 Revised 2,000,000 - 2,911,949 21.3% $788,051 21.3%
2018 Enacted 800,000 - 3,711,949 17.5% $788,051 17.5% - -
Total $4,500,000 $788,051 $3,711,949 17.5% $788,051 17.5% $0.0 0.0%

The Wavemaker Fellowship is a competitive student loan reimbursement for college and university
graduates who take employment in science, technology, engineering, and mathematics (STEM) fields in
Rhode Island. The program provides Wavemaker Fellows with

refundable personal income tax credits that can be used to offset Wavemaker Fellows by Degree Sought

their annual student loan payments for up to 4 years. The amount ] Master's
- Associate's Bachelor's orPh.D. Total
of the tax credit depends upon the degree earned by the taxpayer, 2 10 o =

i.e. $1,000 for an associate degree up to $6,000 for a graduate or
post-graduate degree.

The following table shows the planned expenditures through FY2019 based on the Governor’s
recommended funding levels. For planning purposes the EOC expects a cohort of 215 new fellows in
both FY2018 and FY2019. Each cohort has an associated annual cost of $800,000. Note that $115,000 in
administrative overhead ($105,000 for salaries/benefits, $10,000 other admin. costs) is assessed against
the program by the Department.
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Revenues FY2016 FY2017° FY2018 FY2019" Total
Balance Forward - $1,585,000  $3,470,000  $2,555,000 $7,610,000
Budget 1,700,000 2,000,000 800,000 1,600,000 6,100,000
Total Available $1,700,000 $3,585,000  $4,270,000  $4,155,000 13,710,000

Expenditures

Cohort1° - - 800,000 800,000 1,600,000
Cohort 2 - - 800,000 800,000 1,600,000
Cohort 3 - - - 800,000 800,000
Overhead 115,000 115,000 115,000 115,000 460,000
Total Expenditures $115,000 $115,000  $1,715,000  $2,515,000 $4,460,000
Balance $1,585,000 $3,470,000  $2,555,000  $1,640,000 $9,250,000

1 Fy2019 figures are planning amounts. Source: EOC.

2 The Revised FY2017 Budget is 51.5 million less than the FY2017 Budget as Enacted. The FY2018 Enacted Budget
is $800,000.

3 Each Cohort is estimated to be comprised of 215 fellows, resulting in 645 in total. As of June 30, 2017, Cohort 1
had 208 fellows.

Air Service Development (51.0 million)

The Budget includes a $1.0 million reduction in the Air Service Development Fund as compared to the
FY2017 Budget as Enacted. According to the Executive Office of Commerce, it has become common
practice in the industry to provide a revenue backstop to an airline that is implementing a new route,
providing a limited amount of money to compensate the airline for losses incurred if the new route is not
profitable. The Executive Office of Commerce believes T.F. Green Airport is well-positioned to capitalize
on the airline industry trend to add new air routes.

Air Services Development Fund

Percent Percent Percent
Budget Appropriation Awarded Balance Awarded Obligated Obligated Expended Expended
2016 Enacted $0.0 $0.0 $0.0 0.0% $0.0 0.0% $0.0 0.0%
2017 Enacted 1,500,000 - - - - - - _
2017 Revised 1,500,000 - 1,500,000 - - - - -
2018 Enacted 500,000 - 2,000,000 - - - - -
Total $2,000,000 $0.0 $2,000,000 0.0% $0.0 0.0% $0.0 0.0%

The Air Service Development Fund will provide loss protection to an airline for new, high-priority routes,
minimizing downside risk for the airline and giving Rhode Island a competitive edge against other
airports. If a route is profitable, no money from the Fund will be paid to the airline. FAA regulations
prohibit the Rhode Island Airport Corporation (and all airports) from providing these incentives, but there
is no restriction on the State from providing this incentive.

Each decision to backstop a route will be made after a confidential cost/benefit analysis. The introduction
of each new high priority route to T.F. Green Airport is designed to lead to a greater influx of both
business and leisure travelers, and the creation of dozens of direct, indirect, and induced jobs for Rhode
Island. The Executive Office of Commerce estimates the program would have an economic impact of
$5.0 to $6.0 million in Rhode Island. Similar programs have gained traction across the country, and
airlines are now receiving similar community and state support in Pittsburgh, Hartford, Baltimore, and
Bozeman, Montana.

ECONOMIC DEVELOPMENT INITIATIVES

The Budget provides $17.8 million in general revenue in FY2018 to support various incentives, business
assistance, and development programs designed to create and expand businesses. The funding is $19.1
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million less than what was appropriated in the FY2017 Budget as Enacted and $16.1 million less than the
Governor originally recommended.

Economic Development Initiatives Fund General Revenue
FY2017 Enacted $36,900,000

Target and Other Adjustments -

Rebuild RI (12,500,000)
First Wave Closing Fund (5,200,000)
I-195 Redevelopment Fund 2,000,000
P-TECH (1,200,000)
Anchor Institution Tax Credit (700,000)
Innovation Vouchers (500,000)
Competitive Cluster Grants (500,000)
Main Street Rl Streetscape (500,000)
FY2018 Enacted $17,800,000
Rebuild RI (512.5 million)

The Budget includes $12.5 million in general revenue for the Rebuild Rhode Island Tax Credit (Rebuild
RI) program, a decrease of $12.5 million from the FY2017 Budget as Enacted. The Rebuild Rhode Island
Tax Credit is a tax credit administered by the Commerce Corporation and is intended to promote
investment in real estate development for commercial and/or residential use. The Rebuild RI program
allows the Secretary of Commerce to issue a tax credit up to $15.0 million based on the lesser of 30.0
percent of the project cost or the amount needed to close demonstrated financing gaps. Tax credits are
issued once a certificate of occupancy has been obtained. If the amount of credit exceeds the taxpayers’
liability in each year, the credit may be carried forward up to four years or until the full credit is used
(whichever occurs first). Credits may be used against the following taxes: business corporations, financial
institutions, insurance companies, public service corporations, and personal income taxes. Any use
against sales and use taxes may be permitted at the discretion of the Secretary of Commerce. Prior to
assignment of the credit, the State will have the right to redeem (purchase) the credits at 90.0 percent of
the credit value.

Percent Percent Percent
Budget Appropriation Awarded Balance Awarded Obligated Obligated Expended Expended
2016 Enacted $1,000,000 $48,018,655  ($47,018,655) 4801.9%  $48,018,655 4801.9% $0.0 0.0%
2017 Enacted 25,000,000 - - - - - - -
2017 Revised 25,000,000 20,788,790 (42,807,445) 264.6% 20,788,790 264.6%
2018 Enacted 12,500,000 - (30,307,445) 178.7% - 178.7% - -
Total $38,500,000 $68,807,445  ($30,307,445) 178.7%  $68,807,445 178.7% $0.0 0.0%

A restricted receipt account was established (the Rebuild RI Fund) that is funded by general revenue
appropriations. On an annual basis, the Commerce Corporation works with the Executive Office of
Commerce, the Department of Administration, and the Division of Taxation to determine the availability
of funds for the award of new tax credits. Each year, the Director of Revenue requests the amounts
necessary to pay for the redemption of tax credits.

The FY2017 Budget as Enacted added several provisions to the Rebuild RI fund that provide fiscal
stability in preparing future State Budgets, enhance transparency, authorize additional land areas and
finance options to provide more flexibility to developers, and authorizes the use of these funds to
reimburse municipalities. These provisions include:

= Establishing a cap not to exceed $150.0 million as the aggregate sum for the Rebuild RI tax credits to
provide stability in planning future State Budgets for the redeemed tax credits. The sunset provision is
maintained for December 31, 2018. No credits will be authorized after this date.
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= Allowing the use of the Rebuild RI tax credits no more than once per year for a project undertaken by
a tenant or commercial condominium owner for the development of land and building within 1-195
Redevelopment District. In addition, a qualified development project by a tenant or commercial
condominium owner on I-195 Redevelopment District land may be exempt from the provision that
the maximum Rebuild RI credit be the lesser of 30.0 percent of the total project cost or the amount
needed to close a project gap financing.

= Requiring the Director of the Office of Management and Budget to provide written confirmation in
notifying the Rhode Island Commerce Corporation Board on the impact that each proposed project
will have on the aggregated authorized program tax credit limit.

*  Allowing the Commerce Corporation to use the Rebuild RI funds to make loans or equity investments
as an alternative incentive in lieu of the tax credits, as long as the applicant otherwise qualifies for the
Rebuild RI tax credits.

During the original round of Rebuild RI applications, CommerceRI indicated that the corporation has
received an overwhelming response, including 30 proposals for over $100 million in credits. The
proposals spanned commercial, mixed, and residential uses and included projects of high priority to the
State’s economy. RebuildRI was originally-contemplated to receive $30.0 million per year for 5 years.
This was estimated to provide $150.0 million in State capital to match approximately $600.0 million in
private capital and spur approximately $750.0 million in construction activity. As of the June 30, 2017,
the Commerce Corporation has approved twenty-three projects for $68.8 million in maximum Rebuild RI
tax credits. The developers, credit amounts, and total project costs are illustrated in the following table:

Maximum

Recipient Year Approved Credit

93 Cranston, LLC 2016 $2.7
John M. Corcoran & Co., Inc. 2016 5.6
Case Mead Association 2016 1.6
WinnDevelopment & Omni Development 2016 3.7
Providence Capital Ill, LLC 2016 3.0
78 Fountain JV Owner, LLC Nordblom Develop. & Cornish Assoc. 2016 6.1
AT Cross Company 2016 0.4
Union Mills, LLC 2016 3.6
D'Ambra Warwick Hotel, LLC 2016 1.4
Ocean State Jobbers, Inc. 2016 3.1
Finlay Extracts & Ingredients USA 2016 0.3
Lippit Mill 2016 2.1
45 Pike Street 2016 2.5
Hope Artiste 2016 3.6
City of Newport 2016 2.1
Chestnut Commons 2016 3.0
Virgin Pulse 2016 3.2
Downcity 2017 7.3
Bristol Belvedere 2017 1.0
Agoda 2017 1.0
Residence Inn 2017 0.1
River House 2017 8.4
The Edge 2017 3.0
Total $68.8

S in millions
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First Wave Closing Fund (55.2 million)

The Budget includes $1.8 million in new financing for the First Wave Closing Fund in FY2018,
representing a $5.2 million decrease from the FY2017 Budget as Enacted. The Budget provides $1.5
million in additional general revenue in the FY2017 Revised Budget.

Percent Percent Percent
Budget Appropriation Awarded Balance Awarded Obligated Obligated Expended  Expended
2016 Enacted $5,000,000 $850,000 $4,150,000 17.0%  $850,000.0 17.0% $0.0 0.0%
2017 Enacted 7,000,000 - - - - - - -
2017 Revised 8,500,000 1,047,500 $11,602,500 14.1% $1,897,500 14.1%
2018 Enacted 1,800,000 - $13,402,500 12.4% $1,897,500 12.4% - -
Total $15,300,000 $1,897,500  $13,402,500 12.4%  $1,897,500 12.4% $0.0 0.0%

This Fund is intended to support economic development by providing “gap financing” for certain types of
projects. Gap financing is that portion of a

., . Recipient Date Awarded Award

project’s cost that remains to be financed after

11 other sources of capital have been AT Cross Company 2016 200,000
all | n 11; N GE Digital 2016 650,000
f:ons1der.ed or the amount that the State May johhcon & Johnson 2017 250,000
Invest 1 a project to gain a competitive Emoney 2017 97 500
advantage over another state. The table to the “gne ship street 2017 700,000
right shows the recipients to date of First Wave Total $1,897,500
Closing Fund financing.

1-195 Redevelopment Fund $2.0 million

The Budget includes $2.0 million of general revenue funding for the I-195 Redevelopment Fund in
FY2018, $23.0 million less than the Executive Office of Commerce originally requested and $8.1 million
less than the Governor proposed.

Percent Percent Percent
Budget Appropriation Awarded Balance Awarded Obligated Obligated Expended  Expended
2016 Enacted $25,000,000 $0.0 $25,000,000 0.0% $0.0 0.0% $0.0 0.0%
2017 Enacted - - - - - - - -
2017 Revised - 19,500,000 5,500,000 78.0% 19,500,000 78.0%
2018 Enacted 2,000,000 - 7,500,000 72.2% - 72.2% - -
Total $27,000,000 $19,500,000 $7,500,000 72.2% $19,500,000 72.2% $0.0 0.0%

The I-195 Redevelopment Fund received a $25.0 million appropriation in FY2016 that was intended to be
a one-time capitalization of the fund to serve as a catalyst for real estate development on the former
highway land to be used to:

= Provide gap financing on real estate projects within the district.

= Acquire adjacent (abutting parcels) or land nearby the I-195 District owned land but not an abutting
parcel. This includes areas around the Garrahy Courthouse Garage and the South Street Landing
project, or further away from the District. The 1-195 Redevelopment Commission oversees 20 acres
of developable space.

* Finance public infrastructure and facilities that will enhance the District.

Through the second quarter of FY2017, the fund balance was $25.0 million and no land sales have closed,
although there are several deals in the pipeline being negotiated. Through July, 2017, the I-195
Redevelopment Commission has committed $19.5 million from the fund to support the Wexford Science
and Technology and CV Properties partnership development of a life sciences and research and
development complex. Including the recommended funding, the 1-195 Redevelopment Fund will have
$15.6 million of unencumbered funds in FY2018.
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P-TECH (51.2 million)

The Budget does not provide additional funding for the State’s P-TECH program in FY2018 and amounts
to a reduction of $1.2 million as compared to the FY2017 Budget as Enacted. P-TECH received general
revenue funds for the first time in the FY2017 Budget as Enacted, which the Revised FY2017 Budget
preserves.

Percent Percent Percent
Budget Appropriation Awarded Balance Awarded Obligated Obligated Expended  Expended
2016 Enacted - $1,000,000  (51,000,000) - $900,000 - $100,000 -
2017 Enacted 1,200,000 - - - - - -
2017 Revised 1,200,000 250,000 (50,000) 104.2% 25,000 - 225,000
2018 Enacted - (50,000) 104.2% - - - -
Total 1,200,000 $1,250,000 ($50,000) 104.2% $925,000 77.1% $325,000 27.1%

The P-TECH initiative enlists a major employer to work with a local high school and community college
to create a pipeline of talent. The employer helps craft a curriculum that gives students internships and, at
the end of five or six years, a high school diploma, associate’s degree, and potentially a job. The funding
is used to hire staff and to manage the program at select Rhode Island high schools.

P-TECH is a nationally recognized program active in over 30 high schools based on partnerships among
local high schools, community colleges, and companies. Students enroll in 9th grade and as they progress,
take college-level courses, work in company-sponsored internships, and benefit from the mentorship of
company employees. They graduate with a high school diploma, associate’s degree, and opportunity for a
career at partner companies. P-TECH creates opportunity for students and a steady stream of talented,
trained workers for businesses.

Existing funding supports the initial three P-TECH partnerships that began in January 2016, two more
recent awards that will formally begin in the Fall of 2017, and one new partnership to be determined and
awarded in FY2018. The current P-TECH partnerships are:

Recipient Date Approved Amount Approved
Newport Public Schools 2016 $200,000
Providence Public Schools 2016 200,000
Westerly Public Schools 2016 200,000
North Providence Public Schools 2016 200,000
Woonsocket Public Schools 2016 200,000
Davies High School 2017 200,000
Community College of Rl 2017 50,000
Total $1,250,000

As part of the P-TECH program, the Commerce Corporation intends to hire at least 1.0 FTE position at
the vice principal level in each high school and work in each school to support the P-TECH program

Anchor Institution Tax Credit (5$700,000)
The Budget eliminates funding for the Anchor Institution Tax Credit in FY2018 and in FY2017.

Percent Percent Percent
Budget Appropriation Awarded Balance Awarded Obligated Obligated Expended  Expended
2016 Enacted $750,000 $0.0 $750,000 0.0% $0.0 0.0% $0.0 0.0%

2017 Enacted 700,000 - 700,000
2017 Revised - - -

2018 Enacted - - - - - - - -
Total 750,000 $0.0 $750,000 0.0% $0.0 0.0% $0.0 0.0%

The Anchor Institution Tax Credit program was designed to entice businesses that supply component
goods or services to Rhode Island companies to relocate to the State. The amount of the credit shall be
based on criteria created by the Commerce Corporation, and include factors such as:
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= The amount available, types, and compensation of jobs created.
* The industry sector of the business.

= Whether the relocation benefits an area designated as a “Hope Community”, which under the
legislation would include Providence, Central Falls, West Warwick, Pawtucket, and
Woonsocket.

Innovation Vouchers (5$500,000)

The Budget provides $1.0 million in general revenue funding for the Innovation Voucher initiative in
FY2018, representing $500,000 less than the FY2017 Budget as Enacted level. The program provides
financial assistance to small businesses (under 500 employees) for research and development technical
assistance. Awards can range from $5,000 to $50,000. Vouchers may be used to pay for: research and
technological development; product development; commercialization; market development; technology
exploration; and improved business practices/strategies that grow business and create operational
efficiencies.

Percent Percent Percent
Budget Appropriation Awarded Balance Awarded Obligated Obligated Expended Expended
2016 Enacted $1,000,000 $825,133 $174,867 82.5% $518,968 51.9% $306,165 30.6%
2017 Enacted 1,500,000 - - - - - - -
2017 Revised 1,500,000 1,022,300 652,567 68.2% 1,506,795 60.3% 340,638 13.6%
2018 Enacted 1,000,000 - 1,652,567 52.8% 1,506,795 43.1% 340,638 9.7%
Total 3,500,000 $1,847,433 $1,652,567 52.8% $1,506,795 43.1% 340,638 9.7%

Article 2 of the Budget expands and refines the incentive program by creating a distinct category of small
business manufacturer (as defined for property tax exemption purposes under RIGL 44-3-3) to which the
Commerce Corp. may issue vouchers. The $1.0 million in additional funding is recommended to be used
for vouchers issued to manufacturers.

A total of 38 companies have received approval from the Commerce Corporation for Innovation
Vouchers totaling $1.8 million. The approved companies and voucher amounts include the following:

Year Year
Recipient Approved Amount Recipient Approved Amount
Agcore Technologies, LLC 2016 $50,000 FS Maritime 2017 50,000
Applied Radar, Inc. 2016 10,000 Siren Marine 2017 50,000
CBC, LLC 2016 50,000 X-Mark Labs 2017 46,302
EpiVax, Inc. 2016 100,000 Phoenix Medical Technologies 2017 50,000
Full Measure, LLC 2016 92,682 Prisere 2017 50,000
HMSolution, Inc. 2016 20,000 T-Time Productions 2017 30,000
Materials Science Associates, LLC 2016 50,000 Medley Genomics 2017 50,000
Pilgrim Screw Corporation 2016 49,921 NanoDe 2017 50,000
S2S Surgical, LLC 2016 37,613 Vacuum Processing Systems 2017 50,000
Vitae Industries, Inc. 2016 40,000 Pet Tech 2017 50,000
Yushin America, Inc. 2016 45,549 BluSource Energy 2017 50,000
Aquanis LLC 2016 50,000 Sproutel 2017 50,000
Mindimmune Therapeutics, Inc. 2016 50,000 Prometheus 2017 50,000
Nanosoft, LLC 2016 49,814 Desmark 2017 49,896
PowerDocks, LLC 2016 29,554 Core Mechanics 2017 50,000
Pro Thera Biologics, Inc. 2016 50,000 Navatek 2017 50,000
Videology Imaging Solutions, Inc. 2016 50,000 Cooley Group 2017 50,000
Ocean State Research Institute 2017 46,302 Rite Solutions 2017 50,000
Rhode Island School of Design 2017 50,000 Tech Against Assault 2017 49,800
Total $1,847,433
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Competitive Cluster Grants (5$500,000)

The Budget does not include any additional funding for the Competitive Cluster Grant Program in
FY2018, representing a decrease of $500,000 compared to the enacted level.

Percent Percent Percent
Budget Appropriation Awarded Balance Awarded Obligated Obligated Expended Expended
2016 Enacted $750,000 $993,640 (5243,640) 132.5% $729,382 97.3%  $264,258 35.2%
2017 Enacted 500,000 - - - - - - -
2017 Revised 500,000 - $256,360 79.5% 483,356 38.7% 766,644 61.3%
2018 Enacted - - $256,360 79.5% 483,356 38.7% 766,644 61.3%
Total 1,250,000 $993,640 $256,360 79.5% $483,356 38.7% 766,644 61.3%

The program provides matching grants to start or improve industry sector partnerships or “clusters” to
exchange technology and share personnel resources. Industry clusters are created by pooling labor forces,
for collaborative problem solving, and sharing technology. The Commerce Corporation has approved the
following awards to date:

Date Approved Amount Approved

Recipient

DesignxRI May-16 $100,000
Highlander Institute May-16 149,750
International Yacht Restoration School, Inc. May-16 235,290
Partnership for a Greater Future Prov./Southside Comm. Land Trust. May-16 115,000
PolarisMEP/RI Composite Alliance May-16 99,600
Rhode Island Manufacturers Association May-16 100,000
SENEDIA May-16 109,000
Farm Fresh Sep-16 85,000
Total $993,640

Main Street Rl Streetscape Program (5500,000)

The Budget includes $500,000 million for the Main Street RI Streetscape Program (Main Street RI), a
$500,000 decrease below the FY2017 Budget as Enacted.

Percent Percent Percent
Budget Appropriation Awarded Balance Awarded Obligated Obligated Expended Expended
2016 Enacted $1,000,000 $999,400 $600 99.9% $999,400 99.9% $0.0 0.0%
2017 Enacted 1,000,000 - - - - - - -
2017 Revised 1,000,000 - $1,000,600 50.0% $915,400 91.5% 84,000 4.2%
2018 Enacted 500,000 - $1,500,600 40.0% $915,400 36.6% 84,000 3.4%
Total 2,500,000 $999,400 $1,500,600 40.0% $915,400 36.6% 84,000 3.4%

The Main Street RI Streetscape Program was created to provide loans, matching grants, and other forms
of financing, with recipients providing 30.0 percent match, to upgrade streetscapes in local business
districts. Seven awards totaling $999,400 have been made to date and are listing in the following table:

Recipient Project Award

Central Falls Building fagade improvements Dexter St. $300,000
Pawtucket Municipal garage improvements 245,000
One Neighborhood Builders (Providence) Bus stop and pedestrian safety issues in Olneyville 196,000
Bristol Wayfinder signage 80,000
The Providence Foundation (Providence)  Wayfinder signage downtown 76,000
Woonsocket Lanscaping and handicap accessibility upgrades 70,000
East Greenwich Main Street sidewalk repairs 32,400
Total $999,400

HOUSING AND COMMUNITY DEVELOPMENT

The Housing and Community Development program provides opportunities for healthy and affordable
housing through production, lead hazard mitigation, and the coordination of the homeless system and
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implementation of the State’s plan to end homelessness. The Community Development Block Grant
program provides funding to 33 municipalities to address housing and community development needs.
Previously, the program was administered by the Division of Planning under the Department of
Administration. The Budget includes 10.8 FTE positions in FY2017 and 11.8 FY2018.

Housing and Community Development General Revenue
FY2017 Enacted $617,205
Target and Other Adjustments 25,186
FY2018 Enacted $642,391
Housing and Community Development Other Funds Changes
Community Development Block Grant $99,715
Community Development Block Grant (federal funds) 599,715

The Budget includes a net increase of $99,715 in federal fund receipts involving numerous Community
Development Block Grant (CDBG) awards. Under federal guidelines, the State manages the program for
33 Rhode Island municipalities which do not receive an allocation directly from the United States
Housing and Urban Development. The State distributes funds to units of general local government, which
in turn distribute funds to non-profit and other entities to support various activities including housing,
economic development, facilities/improvements, social services, and planning (land use). CDBG funds
are targeted to areas that are distressed and are predominately low- and moderate- income neighborhoods.
$159,918 of new federal funds are budgeted in FY2018, the majority of which comes from a recently
awarded CDBG received by the State. These funds will go to support 1.0 Chief of Housing and
Community Development.

The additional resources are offset by a decrease of $60,203 related to the two Disaster Recovery Grants
related to Hurricane Sandy that have supported local (municipal) disaster recovery activities. CDBG—
Disaster Recovery funded projects are nearly completed and this reduction reflects the ending of these
grants.

QUASI-PUBLIC APPROPRIATIONS

The Budget provides $12.1 million in general revenues to support the Rhode Island Commerce
Corporation, several pass-through appropriations to fund specific economic programs, and for the I-195
Redevelopment Commission. There are no FTE positions funded for this program.

Quasi-Public Appropriations General Revenue
FY2017 Enacted $11,856,714
Target and Other Adjustments 0
Pass-Through Appropriations 320,000
Rhode Island Commerce Corporations Budget Informational
FY2018 Enacted $12,176,714
Quasi-Public Appropriations Other Funds Changes
Quonset Piers $1,600,000
Pass-Through Appropriations $320,000

The Budget includes a net increase of $320,000 over the FY2017 Enacted Budget for “pass-through”
general revenue appropriations in the Executive Office of Commerce. The increase is related to the
following changes:

» Polaris Manufacturing Technical Assistance Program (Polaris): The Budget includes $250,000 to
fund Polaris, the State’s official Manufacturing Extension Partnership. This program supports Rhode
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Island manufacturers by expanding the technical assistance capacity of Polaris, the State’s. Polaris
provides group and individual trainings in manufacturing and promotes manufacturing state-wide.
Polaris is also an officially designated Real Jobs Partnership by the Governor’s Workforce Board, a
role that allows the organization to leverage multiple funding streams to address the workforce needs
of manufacturers.

* Urban Ventures: The Budget provides $140,000 in general revenue funding for Urban Ventures.
Urban Ventures is a statutorily-established organization charged with supporting and advancing
micro-business economic development, particularly within the State’s urban communities, through
training, management development and other services. Funding for Urban Ventures in past fiscal
years had been provided through General Assembly Community Service Grants. Urban Ventures will
submit program audit results to the General Assembly.

= University Research Collaborative: The Budget eliminates the additional $150,000 in general
revenue spending for The Collaborative. The Collaborative is a consortium of the local colleges and
universities through which the schools provide support to the state in various ways such as increasing
the use of non-partisan academic research in policymaking and providing evidence-based foundation
for government decision making. The Collaborative has developed a Resource Network of experts
from Rhode Island’s 11 colleges and universities, creating a public/private partnership.

= Commerce Corporation Base Appropriation: The Budget provides an additional $80,000 to the $7.5
million base appropriation that funds the operations and administration of the Commerce Corporation.
The increase is to assist the Commerce Corporation in meeting the expanded responsibilities
associated with administering the growing portfolio of economic incentives and contracts.

The Budget level funds the other pass-through appropriations which include:

= Airport Impact Aid: The Budget includes $1.0 million in additional funding for Airport Impact Aid
payments to municipalities that have airports. The aid is distributed based upon a statutory formula
that provides 60.0 percent of the first $1.0 million ($600,000) for communities with airports serving
more than 1.0 million passengers per year. T.F. Green is the only airport in the State that meets this
threshold. The remaining 40.0 percent is distributed to communities based on each airport’s share of
total landings in a calendar year, including T.F. Green. No community that hosts an airport receives
less than $25,000. The following table illustrates the distribution of the Airport Impact Aid:

All Airports and

1.0 Million Distribution on Communities to

FY2016 Actual Passengers Landings $25,000 Total
Warwick T.F. Green $600,000 $162,513 S0 $762,513
Block Island - 38,261 - 38,261
Middletown-Newport Airport1 - 59,063 - 59,063
North Central - 45,825 - 45,825

Smithfield - - 2,087 2,087

Lincoln - - 2,087 2,087
North Kingstown-Quonset - 49,120 - 49,120
Westerly - 45,217 - 45,217
Total $600,000 $400,000 $4,174 $1,004,173

! Located in Middletown

= Rhode Island Science and Technology Advisory Council (STAC): The Budget provides $1.0 million in
general revenue to support the innovative technology and bioscience and engineering internship
program, administered by the STAC. The funds are used to assist eligible businesses to offset costs
associated with applying for Small Business Technology research grants and to provide matching
funds to assist businesses in applying for federal research funds.
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= Chafee Center at Bryant University: The Budget includes $376,200 to support the RI Export
Assistance Center at Chafee Center at Bryant University.

Rhode Island Commerce Corporation Budget Informational

The Rhode Island Commerce Corporation (Commerce RI) formerly known as the Rhode Island Economic
Development Corporation (RIEDC), is a quasi-public entity charged with enhancing the delivery,
performance, and accountability of the State’s economic development activities.

The State provides general revenue appropriations to the Corporation. However, the General Assembly
does not directly approve the Commerce Corporation’s budget. The Commerce RI Board has the sole
responsibility in authorizing the Corporation’s annual budget.

Prior to FY2016, funding for Commerce RI (formerly the Rhode Island Economic Development
Corporation) and other economic designated items were made under the General Program section of the
Department of Administration budget.

The following table shows the revenues and expenditures that compose the annual Commerce RI budget
with facts available as of July 1, 2017:
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Expenditures FY2016 Actual FY2017 Revised FY2018 Enacted Change from FY2017
Personnel and Operating $10,399,571 $11,652,349 $12,519,119 $866,770
EOC Commerce Programs - - - -
Tourism and Business Marketing Campaigns - - - -
Grants or Partnerships 1,173,043 1,461,658 1,396,766 (64,892)
Chafee Center at Bryant 376,200 376,200 376,200 -
Airport Impact Aid 1,004,174 1,025,000 1,025,000 -
STAC Research Alliance (EPScore) 1,003,302 1,150,000 1,150,000 -
RI College and University Collaborative - 150,000 150,000 -
Innovative Matching Grants 849,104 1,000,000 1,000,000 -
AlCU 61,807 150,000 150,000 -
Slater Centers of Excellence 3,000,000 - 3,000,000 3,000,000
National Security Infrastructure Fund - - 200,000 200,000
Polaris Manufacturing Technical Assistance - - 550,000 550,000
Community Service Grants 789,492 - - -
Federal Pass-thru Grants 3,720,838 6,108,262 2,772,350 (3,335,912)
Renewable Energy Fund 3,442,977 3,211,000 3,211,000 -
Volvo Ocean Race 48,001 - - -
Total $25,868,509 $26,284,469 $27,500,435 $1,215,966
Revenue

Opening Balance Revenues $1,574,863 $903,599 $753,599 (5150,000)
Rl Commerce Corporation Base Appropriation 7,394,514 7,434,514 7,474,514 40,000
EOC Commerce Programs -

Community Service Objectives 789,492 -

Airport Impact Aid 1,004,174 1,025,000 1,025,000

STAC Research Alliance (EPScore) 1,003,302 1,150,000 1,150,000 -
RI College and University Collaborative 150,000 150,000 -
Chafee Center at Bryant 376,200 376,200 376,200 -
Innovative Matching Grants 849,104 1,000,000 1,000,000 -
Renewable Energy Fund 3,442,977 3,211,000 3,211,000 -
Volvo Ocean Race 48,001 - - -
Federal Grants 3,720,838 6,108,262 2,772,350 (3,335,912)
Hotel Tax Revenue 3,761,343 4,238,122 5,000,000 761,878
Finance Program Allocation® 1,109,898 348,797 348,797 -
Grant Reimbursements 1,053,944 940,604 940,604 -
Other 643,458 151,970 151,970 -
Total $26,772,108 $27,038,068 $24,354,034 (52,684,034)
Net Gain/(Loss) $903,599 $753,599 ($3,146,401) ($3,900,000)
FTE Levels 56.0 62.0 67.0 5.0
Includes Small Business Loan Fund, Industrial-Recreational Building Authority and Industrial Facilities Corp.

Source: Rhode Island Commerce Corporation and Budget Office

CAPITAL PROJECTS

Quonset Piers (other funds) $1.6 million

The Budget adds $1.6 million in Rhode Island Capital Plan (RICAP) funds for architectural and
engineering work for pier and port improvements to Pier 2 at the Quonset Davisville Port in the Town of
North Kingstown. The FY2017 Budget as Enacted authorized $90.0 million in funding for Quonset from
various sources. These included a $50.0 million bond referendum for infrastructure modernization and
repairs at the Port that voters approved in November 2016; special obligation bonds of up to $25.0 million

to be issued by the Commerce Corp; and $15.0 million from the RICAP fund.
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Executive Office of Health and Human Services

FY2016 FY2017 FY2017 Change from FY2018 Change from

Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
Central Management $175.1 $146.4 $144.8 (s1.6) -1.1% $132.9 (513.5) -9.0%
Medical Assistance (Including Medicaid) 2,185.2 2,251.8 2,357.1 105.3 4.7% 2,409.0 157.2 2.2%
Total $2,360.3 $2,398.2 $2,501.9 $103.7 4.3% $2,541.8 S143.6 1.6%
Expenditure By Source

General Revenue $911.5 $937.0 $950.0 $13.0 1.4% $964.3 $27.3 2.8%
Federal Funds 1433 1,447.7 1,536.1 884 6.1% 1,558.3 1106 7.1%
Restricted Receipts 154 13.5 15.8 2.3 16.8% 19.2 5.7 29.5%
Total $2,360.3 $2,398.2 $2,501.9 $103.7 4.3% $2,541.8 $143.6 5.6%
Authorized FTE levels 187.0 179.0 178.0 (1.0) -0.6% 285.0 106.0 59.2%

S in millions. Totals may vary due to rounding

The Executive Office of Health and Human Services (EOHHS) is the umbrella agency that oversees the
departments of Health; Human Services; Children, Youth, and Families; and Behavioral Healthcare,
Developmental Disabilities, and Hospitals. Its mission is to serve as the coordinating agency for healthcare
policy in Rhode Island and as the Medicaid single state agency.

MAJOR ISSUES AND TRENDS FOR FY2018

The Budget focuses on cost containment, saving $27.3 million in general revenues FY2018 for the Medical
Assistance program. General revenue savings are achieved through contractor and provider-related rate
cuts, saving $9.3 million; program integrity initiatives, saving $7.4 million; reductions to managed care
organizations (MCOs), saving $7.3 million; and increased assessments for the Children’s Health Account,
saving $3.8 million in FY2018.

Provider-related savings are directed

primarily toward nursing facilities and Children's health
Federally Qualified Health Centers $3.8 million
(FQHCs). Additionally, the Budget
includes an increase in restricted receipt
collections of $3.8 million related to the
Children’s Health Account (CHA).

In addition to the savings proposals, the
Budget adds $54.8 million for the May
adopted Caseload Estimating
Conference (CEC) forecast of underlying
caseload and price increases and $1.9
million for home health care agency rate
increases. The investment in home health care is intended to support EOHHS efforts to promote
community-based living for elders and individuals with disabilities.

FY2018 Budget Savings Initiatives

General revenue savings include:

* Nursing Facilities: The Budget freezes the scheduled inflation-based payments to nursing facilities
saving $5.6 million in general revenue ($10.9 million all funds). Additionally, the Budget saves $2.5
million in general revenue ($5.1 million all funds) related to reduced nursing facility utilization.
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» Hospitals: The Budget restores $12.3 million in hospital savings proposed in the Governor’s FY2018
budget and increases general revenue by $2.0 million for the Graduate Medical Education (GME)
program in FY2018.

= MCOs: The Budget includes savings related to Managed Care Organizations (MCOs) by reforming the
MCO performance goal program, saving $2.3 million in general revenue ($1.6 million all funds);
reducing administrative rates paid to MCOs, saving $3.5 in general revenue ($9.3 million all funds);
and eliminating the provider incentive program, saving $1.5 million in general revenue ($3.0 million
all funds), for a total savings of $7.3 in general revenue ($13.9 million all funds) in FY2018.

= Enhanced CHIP Claiming: The Budget includes a general revenue reduction of $3.6 million in FY2018
related to improved Children’s Health Insurance Program (CHIP) claiming.

* FQHCs: The Budget includes savings related to modifying the alternative payment methodology for
FQHCs saving $1.2 million in general revenue ($3.0 million all funds) in FY2018.

=  Contract Savings: The Budget reduces general revenue for contracted services by $1.9 million ($3.9
million all funds) in FY2018.

= Children’s Health Account (CHA): The Budget increases the assessment to private and self-funded
insurers which funds the CHA, generating an additional $3.8 million in restricted receipts in FY2018.

= Program Integrity: The Budget includes savings related to improved program integrity through
recovered beneficiary collections, Medicare premium collections, eligibility integrity, and estate
recoveries, saving $3.8 million in general revenue in FY2018.

The Executive Office of Health and Human Services has been under continuous reform for the last two
fiscal years. Budget proposals continue to be focused on objectives outlined in the recommendations
provided by the Reinventing Medicaid Workgroup and the Working Group on Healthcare Innovation which
aim to contain costs within the Medicaid program, while continuing to encourage efficiencies and improve
the quality of care to achieve better outcomes. The State aims to move the healthcare system from a
fragmented, siloed system of care that relies heavily on acute and institutional care, toward a coordinated
community-based system that incentivizes improved health outcomes.

Accountable Entities: A primary ongoing initiative designed to accomplish many of EOHHS reform
initiatives is the formation of Accountable Entities (AEs). AEs aim to reform the current payment system
toward one where MCQOs pay provider networks based upon the health outcomes of members rather than
upon the quantity of services provided. This approach to delivery reform is intended to create a
reimbursement system where value rather than volume is incentivized.

Under a reformed delivery system, payments are made to a network of providers, known as AEs, rather
than individual providers. This is expected to provide coordinated care among delivery systems and reduce
unnecessary, and ineffective utilization of services. Currently, the State has approved the operation of six
certified Accountable Entities: Blackstone Valley Community Health Center’s Health Key, Coastal
Medical Inc., Community Health Center, Integra Community Care Network, Providence Community
Health Centers Inc., and Prospect Health Services of Rhode Island.

Health System Transformation Project (HSTP): The FY2018 Budget includes $23.5 million in federal funds
to support the Health System Transformation Project, of which $13.5 million will be awarded to hospitals
for performance-based contracts and $10.0 million will be invested in the ongoing development of AEs.

In order to advance the development of the AEs, the State submitted a proposal to Centers for Medicaid
and Medicare Services (CMS) for the establishment of the HSTP. The State was awarded up to $129.7
million in federal funds toward this project. The HSTP is intended to advance the ongoing Medicaid
healthcare delivery reforms underway in Rhode Island and invest in the advancement of AEs.

The HSTP program will be funded by leveraging existing general revenue contributions for health delivery
system programs for a federal funds match. Higher Education programs, which support the healthcare
workforce and industry, will provide approximately 90.0 percent of the state general revenue match. The
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programs CMS has approved for federal matching funds include the Wavemaker Fellowship Program,
Tuberculosis Clinic, Rhode Island Child Audiology Center, Center for Acute Infectious Disease
Epidemiology, Consumer Assistance Programs, and Health Workforce Development.

The State is in the process of developing a claiming protocol for the above programs that CMS will match
with federal funds, thereby, creating a fund for the development of AEs. Each program will create a specific
claiming protocol to comply with the special terms and conditions of this agreement with CMS.

Unified Health Infrastructure Project (UHIP): The Budgets reduces general revenue expenditures by $3.6
million ($32.9 million all funds) expenditures in EOHHS in FY2018 for UHIP.

In September of 2016, the State launched Phase Il of UHIP, the largest scale IT project the State has
undertaken. The initial project cost was estimated to be approximately $150.5 million. The cost has
continuously escalated and the most recent cost projections through FY2018 are anticipated to be $391.5
million from all fund sources. These costs are shared across the EOHHS, the Department of Human
Services (DHS), and HealthSource Rl (HSRI). EOHHS is projected to expend $282.8 million (all funds)
through FY?2018.

Phase Il of the UHIP project has been plagued with technical failures resulting in delays in eligibility
determinations and payments to providers for services delivered to Medicaid beneficiaries. The result of
this launch has proved unsuccessful sparking massive challenges to ensuring integrity of the Medicaid
system. These challenges precipitated the Governor’s decision to seek the resignation of the Director of
DHS, the Director of Information Technology, and the Secretary of Health and Human Services. The
Governor has replaced these key positions with new administrative leaders, contracted with expert
Information Technology consultants to assist in management of the vendors, and established short-term and
long-term solutions to improve the performance of the system.

In addition to the costs associated with UHIP technical failures, the May Caseload Estimating Conference
(CEC) included additional expenditures related to unachieved UHIP related efficiency savings. The delays
in system operations has resulted in inefficient eligibly determinations and terminations. The inadequacy
of the systems operations has consistently delayed persons who are eligible from entering the system and
maintained an estimated 21,000 individuals who are no longer eligible for Medicaid, resulting in increased
costs.

In May, 2017, Deloitte Consulting, the primary software developer, agreed to credit the State $27.0 million
for delayed functionality, which was applied to budgeted UHIP costs in FY2017. The State continues to
pursue the recoupment of costs associated with the design and development of the system.

CENTRAL MANAGEMENT

EOHHS is responsible for consolidating and coordinating core functions of the four health and human
services agencies, including budget, finance, and legal services.

The Budget includes 285.0 FTE positions in FY2018, an increase of 106.0 FTE position over the FY2017
Budget as Enacted. This includes the centralization of 91.0 FTE positions to Central Management at the
EOHHS and 16.0 FTEs to support the work related to UHIP.

The additional 91.0 positions are transfers of financial staff from the State’s health and human service
Departments in order to centralize financial management across the Departments. The transfers include:
39.0 FTEs from the Department of Human Services, 33.0 FTEs from Department of Behavioral Healthcare,
Developmental Disabilities and Hospital, 12.0 FTEs from the Department of Children, Youth and Families,
and 7.0 FTEs from the Department of Health. These agencies see a corresponding decrease in their FTE
authorizations. The 16.0 additional FTEs are new positions that will support the UHIP project improvement
plan also known as the “UHIP wellness plan”. These position will provide support in the following areas;
data reconciliation, system implementation, appeals, and benefits resolution. The new positions are 90.0
percent federally funded.
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Central Management General Revenue
FY2017 Enacted $32,544,387
Targets and Adjustments 557,481
Unified Health Infrastructure Project (UHIP) (3,566,218)
Contracted Services Savings (2,193,500)
Turnover Savings (600,000)
Enhanced Medicaid Claiming Technical Assistance 250,000
FY2018 Enacted $26,992,150
Unified Health Infrastructure Project (UHIP) ($3.6 million)

The Budget decreases general revenue by $3.6 million in FY2018 related to delays in design and
development expenditures for the project in FY2018. Technical failures and delayed functionality have
continued to escalate the overall cost for the project and it remains unclear if the ongoing challenges with
UHIP will result in unbudgeted additional expenditures in FY2018.

The Unified Health Infrastructure Project (UHIP) is the largest information technology (IT) project
undertaken by the State and is intended to fully integrate health and human service programs and establish
a State- based health insurance exchange, HealthSource RI. The project was developed in two phases.
Phase I, launched in 2013, created an online portal for purchasing commercial health insurance and income-
based Medicaid eligibility. Phase Il of UHIP launched in September of 2016 was intended to expand the
system to serve as a portal through which residents apply for and enroll in other health and human service
programs such as Child Care, SNAP, GPA, and SSI programs. Phase Il of the UHIP project has been
plagued with technical failures resulting in delays in eligibility and payments to providers for services
provided to Medicaid beneficiaries.

Contracted Services Savings (52.2 million)

The Budget reduces general revenue for contracted services by $2.2 million ($3.9 million all funds) in
FY2018. EOHHS contracts project management and financial services to support with strategic planning,
design, development and implementation, and financial management of projects. Examples of contracted
support include the development and contracting with Accountable Entities (AEs), data and analytics
support, electronic visit verification implementation, and Medicaid claims processing. Savings related to
this initiative will need to be balanced with the critical functions provided by contracted services to
minimize the negative impact to operations.

Analyst Note: The EOHHS has assumed greater operational responsibilities in recent years related to payment and
delivery reform activities. These efforts have required technical expertise which has largely been assumed by
contracted services. Reductions in spending for services in this area may risk successful implementation of the policy
objectives to reform the payment and delivery system.

Turnover Savings (5600,000)

The Budget increases general revenue savings related to turnover by $600,000 in FY2018. The average
FTE cost at EOHHS is $132,118. This savings assumes approximately 4.0 FTE positions will not be filled
in FY2018. The total general revenue turnover savings is $1.3 million when combined with the Governor’s
budgeted turnover savings.

Enhanced Medicaid Claiming Technical Assistance $250,000

The Budget includes $250,000 in general revenue ($500,000 all funds) for contracted services to implement
enhanced Children’s Health Insurance Program (CHIP) claiming in FY2018. This investment is intended
to support EOHHS’s efforts to reduced general revenue expenditures by maximizing the ability to back
claim enhanced Federal Matching Assistance Percentage (FMAP) for children and pregnant women who
were not identified appropriately through the claiming process.
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The Children’s Health Insurance Program (CHIP) is Medicaid coverage for children and pregnant women
up to 250.0 percent of the Federal Poverty Limit (FPL). The Centers for Medicaid and Medicare Services
(CMS) provide an enhanced federal fund match, 89.0 percent as compared to 51.3 percent for standard
federal fund match. Improving the integrity of CHIP claiming for individuals who fall within the defined
criteria for coverage, will reduce the State’s general revenue contribution toward this population.

MEDICAL ASSISTANCE

This program provides medical benefits to low-income, elderly, and disabled individuals. Rhode Island
pays for a growing portion of Medicaid services through managed care programs, whereby the State
contracts with managed care organizations (Neighborhood Health Plan of Rhode Island and United
Healthcare of New England) that are paid a fixed monthly fee, or capitation rate, for each enrolled
beneficiary. A smaller portion of Medicaid services continue to be paid for through fee-for-service
programs, whereby providers bill the State Medicaid program directly based on the particular services
provided.

Medical Assistance General Revenue
FY2017 Enacted $904,442,625
Targets and Adjustments 2,261,495
May Caseload Estimating Conference 54,751,991
Nursing Facility Related Initiatives (8,069,735)
Managed Care Organtizations (MCO) Related Initiatives (7,273,625)
Children's Health Account (3,750,000)
Children's Health Insurance Program (CHIP) Claiming (3,616,650)
Hospital Related Initiatives 2,000,000
Wage Increase for Home Health Workers 1,879,539
Medicare Part B Premium Increase (1,543,495)
Beneficiary Liability Collection (1,209,091)
Federally Qualified Health Center (FQHC) Payment Reform (1,201,784)
Program Integrity (492,100)
Non-Emergency Medical Transportation (371,364)
Estate Recoveries (250,000)
Medicare and Veterans Administration Coordination (250,000)
FY2018 Enacted $937,307,806
Medical Assistance Other Funds Changes
Health System Transformation Project (federal funds) $23,500,000
May Caseload Estimating Conference $54.8 million

The Caseload Estimating Conference (CEC) estimates human services medical entitlement current and out
year expenditures each November and May. These adopted expenditure levels determine the appropriation
for entitlement programs. Projections are based on current enrollment trends as well as Medicaid Inflation
Adjustments that are used to determine projected expenditures.
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May Caseload Estimating Conference

FY2017 FY2018

May 2017 Caseload Estimating Conference Enacted Adopted Change from Enacted
General Revenue $904.4 $959.2 $54.8 6.1%
Federal Funds $1,300.0 $1,435.6 §135.6 10.4%
Restricted Receipts $9.6 $8.2 (51.4) -14.6%
Total $2,214.0 $2,403.0 $189.0 8.5%

S in millions

The FY2018 projected medical assistance general revenue expenditures are $959.2 million, $54.8 million
more than the FY2017 enacted amount. The CEC increases general revenue expenditures for costs
associated with increased enrollment and increased costs for nursing facilities.

Analyst Note: The May CEC expenditure projections related to enrollment are contingent on improvements with the
Unified Health Infrastructure Project (UHIP) system. Department testimony included estimated improvements to the
operation of the system to begin in June 2017. As of July 1, 2017, improvements to the efficiencies in the system
remain largely unsuccessful and raise concern that delayed savings linked to UHIP performance will result in higher
than projected expenditures in FY2018.

Nursing Facility Related Initiatives (58.1 million)

The Budget freezes inflation-based rate increases to nursing facilities and reduces nursing facility
utilization, saving a total of $8.1 million in general revenues ($16.0 million all funds) in the FY2018 Budget.

Nursing Facility Related Initiatives

Nursing Facility Reductions General Revenue All Funds
Nursing Facility Rate Freeze ($5.6) (510.9)
Nursing Facility Reduced Utilization (2.5) (5.1)
Total ($8.1) ($16.0)

S in millions

Nursing Facility Rate Freeze: The Budget freezes the inflation-based rate increase to nursing facilities,
saving $5.6 million in general revenue ($10.9 million all funds) in FY2018. The inflation-based rate is
adjusted annually, based on the national nursing home inflation index (approximately a 3.0 percent
increase), was scheduled to go into effect on October 1, 2017.

In the FY2017 Budget as Enacted, nursing facilities received an inflation-based rate increase, totaling $3.9
million in general revenue ($7.9 million all funds), with the condition that 85.0 percent of rate increase was
used to increase wages and employee-related benefits to certified nursing assistance (CNAs) and other
direct care workers at nursing facilities. As of July 1, 2017, no data has been provided by the Executive
Office of Health and Human Services or nursing facilities to verify the increase to employee wages was
achieved.

Nursing Facility Reduced Utilization: The Office indicates that eligibly determinations procedures for long-
term services and supports (LTSS) will be modified to promote a streamlined process that will increase
options for home and community-based services. This change is aimed at diverting individuals from long-
term nursing facilities placements toward home and community-based placements. The Office projects $2.5
million in general revenue ($5.1 million all funds) savings in FY2018 by lowering nursing facility
utilization, representing a reduction of 80 individuals to the average daily nursing home census.

TOC




DEPARTMENTAL SUMMARIES | 97

Analyst Note: The Executive Office of Health and Human Services (EOHHS) received approval from the Centers for
Medicare and Medicaid Services (CMS) to create a Health System Transformation Project (HSTP) for up to $130.0
million in federal matching funds over a five year period for the project. The HSTP is designed to advance the
formation and success of Accountable Entities (AE); an integrated provider organization responsible for improving
quality of care and outcomes for patients while also managing costs. Funding in year one (520.5 million) is designated
exclusively to hospitals and nursing facilities. The FY2017 Supplemental Budget includes $7.0 million for nursing
facilities for performance based contracts.

Managed Care Organization (MCO) Related Initiatives (57.3 million)

The Budget reduces expenditures to Managed Care Organizations (MCOs) by $7.3 million in general
revenue ($13.9 million all funds) in FY2018. The proposed savings are related to administrative rate cuts
and performance incentive programs.

MCO Related Initiatives

MCO Reductions General Revenue All Funds
MCO Reduced Administrative Fees ($3.5) ($9.3)
MCO Performance Goal Program (2.3) (1.6)
MCO Provider Incentive Program (1.5) (3.0)
Total ($7.3) ($13.9)
S in millions

MCO Reduced Administrative Fees: Article 9 seeks authority to reduce administrative rates paid to MCOs
saving $3.5 million in general revenue ($2.2 million all funds) in FY2018. The May 2016 CEC forecasts
that MCOs would receive a 1.5 percent increase on administrative components of the premium rates. This
increase will be eliminated and further reductions to meet savings targets will be included in the upcoming
rate setting process in FY2018.

MCO Performance Goal Program: The Budget saves $2.3 million in general revenue by altering the MCO
performance goal program. This program provides incentives to MCOs for performance measures related
to clinical process, operations, and beneficiary satisfaction.

The program allows additional payments ranging from to $1.75 per-member, per-month (monthly payment
for each insured life) up to $3.00 per member per month if the MCO hits performance measures. Currently
the State allows incentive payments to all MCOs member categories. The Office intends to shift incentive
payments to focus on the most costly and complex beneficiaries such as children with special health care
needs and Medicaid expansion members. Additionally, by targeting the incentive program toward children
and the Medicaid expansion population, the State will maximize enhanced federal matching opportunities
and incent MCOs to focus management strategies toward costly complex members.

The overall pool of funding for this program will not be impacted; however, the primary source of funding
will be available through federal Medicaid matching funds, lowering the general revenue contribution
toward the program.

MCO Provider Incentive Program: The Budget eliminates the MCO provider incentive program, saving
$1.5 million in general revenue ($3.0 million all funds) in FY2018. The provider incentive program allows
supplemental payments from MCOs to Federally Qualified Health Centers (FQHCSs) for meeting specific
performance measures defined by the MCO. The program was created prior to the current payment reforms
and development of Accountable Entities (AEs). The Department indicates the incentive program is
duplicative of current payment reform activities.

Children’s Health Account (53.8 million)

The Budget includes an increase on the assessment of private and self-funded insurers to fund the Children’s
Health Account (CHA). The increased assessment will generate an additional $3.8 million in restricted
receipts in FY2018, reducing general revenue costs. The distribution of the projected increase to the
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insurance companies, Blue Cross Blue Shield (BCBS), United Health Care (UHC) and all other insurers is
depicted in the table below.

Children's Health Account (CHA) Collections

Blue Cross Blue United Health Care Total CHA
Fiscal Year Shield (BCBS) (UHCQ) All Other Insurers Assessmenti
FY2013 §7.1 S1.6 S1.8 $10.5
FY2014 6.9 14 19 10.2
FY2015 7.2 1.5 2.1 10.8
FY2016 7.2 1.6 3.6 10.5
FY2017 3.9 2.7 4.0 10.6
FY2018** $6.0 S3.7 S3.5 $11.9

S in millions. Totals vary due to rounding

Source: Executive Office of Health and Human Services

1 Total assessment includes administrative expense collections
**Projected collection in FY2018 Enacted Budget

The CHA fund provides commercially insured children with special health care needs access to Medicaid
benefits and habilitative services, not otherwise covered by commercial plans. During the 2015 legislative
session, legislation was passed to expand the assessment collection to self-insured products, broadening the
base of assessment. Though the Medicaid program funds an array of services provided to disabled children,
it requires commercial insurers to pay for the first $7,500 per child, per service, per year for commercially-
insured children receiving Medicaid services. The Budget increases the threshold at which Medicaid begins
to cover services to $12,500 per child, per service, per year.

The increase in assessment will allow EOHHS to offset the cost of benefits that commercial insurers are
not required to provide for children with special healthcare needs that are provided by Medicaid through
programs like Katie Beckett. Currently, the CHA offsets approximately 46.0 percent of the expenses
incurred by commercially insured children, saving insurers approximately $10.9 million in benefit costs in
FY2015. The increase in assessment will reduce commercial insurer savings and increase general revenue
collections to offset Medicaid covered services for the commercially insured. The table below includes the
breakdown by insurer and the collection of services covered by the CHA.

Children's Health Account Billable Cost by Insurer and Total Collection FY2013-FY2015

Total Insurer Total FFS
All Other Billable Total CHA Medicaid
Fiscal Year BCBS UHC Insurers Costs* Collection Diff Program Cost*
FY2013 $12.7 $4.5 S4.7 $22.0 $10.5 S11.5 $46.8
FY2014 10.9 5.0 6.2 221 10.2 $11.9 47.2
FY2015 9.4 54 5.8 20.5 10.8 $9.7 44.3

S in millions

Source: Executive Office of Health and Human Services

*Total billable costs is the annual total cost of all insurers billable services that are provided by Medicaid.

*Total Medicaid fee-for-service (FFS) program costs for children with special healthcare needs commercially and non-
commercially insured

Blue Cross Blue Shield of Rhode Island and Massachusetts has the highest utilization of services by their
insured lives receiving services that are covered under the CHA, approximately 44.0 percent of total billable
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services in FY2015. The statutory changes that occurred in FY2015 broadened the base of insurers that are
being assessed as well as redistributed the payment requirements by insurers. These adjustments have led
to a year-over-year reduction in assessed cost for BCBS from FY2016 to FY2017. The Budget increases
assessments across all insurers in FY2018. BCBS will still pay less than the pre-FY2017 levels.

Children’s Health Insurance Program (CHIP) Claiming (53.6 million)

The Executive Office of Health and Human Services (EOHHS) estimates a general revenue reduction of
$3.6 million in FY2018 related improved Children’s Health Insurance Program (CHIP) claiming. The
reduced general revenue expenditures are related to the ability to back claim an enhanced Federal Matching
Assistance Percentage (FMAP), (federal funds), for children and pregnant women who were not identified
appropriately through the claiming process.

CHIP provides Medicaid coverage for children and pregnant women up to 250.0 percent of the Federal
Poverty Limit (FPL). The Centers for Medicare and Medicaid Services (CMS) provide an enhanced federal
fund match, 89.0 percent as compared to 51.3 percent for standard federal fund match. Improving the
integrity of CHIP claiming for individuals who fall within the defined criteria for coverage will reduce the
State’s general revenue contribution toward this population.

Hospital Related Initiatives $2.0 million

The Budget includes a $4.0 million general revenue expenditure for the Graduate Medical Education
program in FY2018, an increase of $2.0 million over the FY2017 Enacted Budget. Additionally, the
Budget restores $12.1 million ($25.6 million all funds) in savings that were proposed in the Governor’s
FY?2018 Budget proposal. The Budget increased the hospitals license fee from 5.652 to 5.856 percent,
generating $13.0 million in general revenue over the Governor’s Budget.

Graduate Medical Education (GME) Program: Article 9 includes new language increasing the
appropriations for the Graduate Medical Education Program from $2.0 million to $4.0 million. This
program is entirely funded through general revenues and only available to Rhode Island’s academic Level
I trauma center hospitals that have a minimum of 25,000 discharges per year and employ at least 250 interns
and residents per year. Currently, Rhode Island Hospital is the only hospital that meets these criteria and
qualifies for this funding.

Wage Increase for Home Health Workers $1.9 million

The Budget includes an increase to base-payment rates paid to home and community-based providers with
the intent of increasing wages to home health workers providing care to long-term care beneficiaries living
in the community. This proposal increases general revenue expenditures by $1.9 million ($3.9 million all
funds) in FY2018.

The wage increase to home health workers is intended to strengthen the home healthcare workforce to
support community living for individuals receiving long-term services and supports (LTSS). The General
Assembly included $2.0 million ($4.1 million all funds) for a wage increase for home health workers in the
FY?2017 Budget as Enacted.

The implementation of the wage increase occurred through an increase in base payments to home healthcare
providers. An increase to providers occurred in October of 2016, increasing provider rates by
approximately 7.0 percent or a $1.64 increase per hour. Providers were responsible to “pass” a wage
increase to home health workers less any employer related expenses. It is unclear what the average wage
increase home health workers have received related to this increase in payment to providers in FY2017.
According to the Department, the increase will raise the reimbursement rate approximately 7.0 to 7.5
percent in FY2018, for a two year combined increase to base rates by approximately 14.0 percent.
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Medicare Part B Premium Increase (51.5 million)

Medicaid offers a program for qualifying individuals for Medicare Premium assistance. The adopted
estimates in November CEC for Medicare Part B Premiums included expenditures related to the “hold
harmless” provisions required by Center for Medicare and Medicaid Services (CMS). This provision has
since been waived by CMS, saving $1.5 million in general revenue ($3.2 million all funds) in FY2018.

Beneficiary Liability Collection (51.2 million)

The Budget includes $1.2 million in general revenue savings in FY2018 by improving collection of
beneficiary liability cost shares. The FY2017 Budget as Enacted included authority to implement improved
methods for collection of cost share liabilities in the Medicaid Fee-For-Service (FFS) system and the Rhody
Health Options (RHO) programs.

Rhode Island, along with most other states, permits elders and individuals with disabilities with higher-
than-allowable incomes and high medical bills to spend down their income through co-pays (their “cost
share”) to a level that qualifies them for Medicaid eligibility. Per existing rules and regulations, home and
community-based service providers are required to collect this patient liability at the point of service from
those eligible for Medicaid through this avenue.

For MCO beneficiaries, the collection of the cost share is the responsibility of the provider. EOHHS
calculates and provides the MCOs with a monthly beneficiary cost share allocation for each member, as
this is a condition of eligibility. The MCO deducts the cost share allocation from the monthly
reimbursement to the provider. If the beneficiary does not pay the cost share to the provider, the provider
is not fully reimbursed for the care and services provided to the beneficiary.

For fee-for-service beneficiaries, however, the Medicaid program’s claiming system does not include the
programming necessary to ensure that providers are subtracting the patient liability from the claim amount
before billing Medicaid. Therefore, Medicaid is unable to ensure proper billing or to track providers’
collection of the patient spend down.

To correct this, OHHS proposed to replace the manual tasks with an automated process to ensure that
Medicaid pays for services net of any patient liability. Due to delays and technical malfunctions of the
UHIP project, these savings were not achieved in FY2017. The proposed savings are contingent on the
functionality of the UHIP system and are in addition to the unachieved FY2017 savings. The funds collected
are used for the sole purpose of offsetting the EOHHS financial contribution toward LTSS expenditures
provided to beneficiaries.

Analyst Note: Nursing facilities, home health community-based providers, and MCOs report significant challenges
with the current collection and reporting process. CMS requires the State to collect the patient’s cost share as a
condition of eligibility; therefore, the State must find a solution to ensure compliance with federal regulations.

Federally-Qualified Health Center (FQHC) Payment Reform (51.2 million)

The Budget proposes an alternative payment methodology for FQHCs by requiring reimbursement rates to
FQHCs be included in Managed Care Organizations (MCOs) capitated rates, saving $1.2 million in general
revenue ($3.0 million all funds) in FY2018.

The federal Prospective Payment System (PPS) rate methodology is how FQHCs seek reimbursement for
services. This PPS rate methodology arrangement allows FQHCs to take their total operating cost and
divide it by their encounters (patient visits) resulting in an encounter rate. All FQHCs have different rates.
MCOs pay FQHCs a negotiated encounter rate that is often lower than the FQHC encounter rate. EOHHS
then makes a “wrap” payment to make up the difference between the MCO rate and the FQHC encounter
rate.

The Department sees a trend of significantly higher encounters in Medicaid member usage at FQHCs and
increasing operational and infrastructure costs at FQHCs. This has resulted in an increase in the average
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encounter rate at FQHCs and higher wrap payments by EOHHS. MCOs set rates with FQHCs and have no
incentive to increase payment to the FQHCs, and the FQHCs have little incentive to control costs if EOHHS
continues to provide wrap payment to FQHCs.

The Budget eliminates the wrap payments made by EOHHS and includes the total cost of current encounter
rates in the MCO capitated rate. This initiative is intended to incentivize MCOs to work with the FQHCs
to manage costs and strengthen procedure on billable encounters, which are the basis for the reimbursement
rate. MCOs will be given the resources that EOHHS previously provided in “wrap” payments to include in
their capitated rates.

Current FQHC Payment System in FY2018

15.3 % Cost
Growth - $30.9 million EOHHS
FY2017 FY2018 [ e () FY2018
$52.3 million - $60.3 million $60.3 million in
FQHC Total Payments Total Total Payments
Payments $29.4 million to FQHCs

MCO payments

9.6 % Cost Proposed FQHC Payment System FY2018
Growth

FY2017 FY2018 FY2018

$52.3 million ‘ s - - J——
57.3 million A 57.3 million in
FQHC Total Payments 278 T 2 5

Total MCOs Total Payments
Payments to FQHCs

The savings assumed for this proposal are not derived by a cut to FQHCs, rather by slowing the rate of
growth of the FQHC encounter rate and overall annual payments. The November 2016 caseload estimating
conference assumed a 15.3 percent growth in average FQHC encounter rates, $8.0 million all funds in
FY2018 over FY2017 Budget as Enacted. The Budget increases spending to FQHCs by $5.0 million in
FY2018; however, this reduces the spending by $1.2 million general revenue ($3.0 million all funds) from
projected FY2018 levels without changes.

Federally Qualified Health Center (FQHC) Payments FY2013 through FY2017

% EOHHS
Annual Wrap % MCO
Payments to Payment Payment of
Fiscal Year EOHHS Wrap Payment MCO Payment FQHC Total Total
FY2013 $13.7 $15.8 $29.5 46% 54%
FY2014 16.0 19.4 354 45% 55%
FY2015 23.2 24.0 47.2 49% 51%
FY2016 25.8 24.7 50.5 51% 49%
FY2017* 26.8 255 52.3 51% 49%
FY2018** 30.9 29.4 60.3 51% 49%
FY2018%*** - 57.3 57.3 0% 100%

S in millions

*Projection based on November 2016 CEC estimates
**projection based on November 2016 CEC estimates
***projections included in the Enacted Budget
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Program Integrity (5492,100)

The Budget includes $492,100 ($1.1 million all funds) in savings by enhancing program integrity in
FY?2018. The Department indicates it has contracted with Lexis Nexis to match Medicaid members against
national mailing databases to ensure Rhode Island residency.

Rlte Care eligible members are largely attributed to the Medicaid MCO providers (Neighborhood Health
Plan of Rhode Island and United Health Care) that provide coverage to Medicaid beneficiaries. The State
pays the MCOs a per-member-per-month fee, on average $231.00 per month. Individuals who move out
of state lose Rhode Island Medicaid coverage. The Department estimates the contract with Lexis Nexis
will identify approximately 400 Medicaid beneficiaries who are no longer eligible due to residency, for a
full year savings of $1.1 million all funds in FY2018.

Non-Emergency Medical Transportation (5371,364)

The Budget includes a $371,364 general revenue ($899,730 all funds) savings in FY2018. EOHHS
renegotiated a contract with Logisticare resulting in a contract amendment, beginning July 1, 2018, reducing
monthly costs and extending the contract by 18 months. The total contract covering both Medicaid and non-
Medicaid transportation is budgeted at $34.6 million, of which $1.5 million is budgeted in the Department
of Human Services (DHS) in FY2018.

In May of 2014, the Medicaid program entered into a three year risk-based contract with Logisticare, a
centralized transportation broker. The State intended to improve transportation services through this
contract with the expectation of decreasing the number of missed trips and ensuring a higher degree of
program accountability. As a result, the funding of the transportation benefit changed to a capitated per-
member-per-month payments based on monthly enrollment of eligible recipients times the agreed upon
price per recipient.

In addition to Medicaid transportation, Logisticare has also been contracted to provide transportation for
programs serving the elderly; including trips to adult day care, trips to congregate meal sites for the elderly,
and trips for the disabled, (formerly provided through RIPTA’s Ride program), which operates in
compliance with the federal Americans with Disabilities Act (ADA).

Estate Recoveries (5250,000)

The Budget includes $250,000 ($513,769 all funds) in savings for increased estate recovery collections in
FY2018. The Office projects a 10.0 percent increase in estate recovery collections by improving the living
lien collections on real estate of Medicaid members. The Office has not indicated how it will improve the
collection rate or what process changes justify this as a budget savings initiative.

Medicare and Veterans Administration Coordination (5250,000)

The Budget includes $250,000 ($513,769 all funds) in savings for reduced Medicaid payments for Veterans
who have Medicare coverage in FY2018. The Department intends to maximize alternative coverage
provided to Veterans ensuring Medicaid is the payer of last resort.

The Office proposes to issue a Request for Proposals for a contractor to focus activities on re-coupment of
Medicare Co-Payments, shift Medicaid payments for prescription drugs and Durable Medical Equipment
(DME) to Medicare covered benefits, and ensure Veterans who are eligible for Medicare are enrolled in
Medicare coverage options.

Health System Transformation Project (federal funds) $23.5 million

The FY2018 Budget includes $23.5 million in federal funds to support the Health System Transformation
Project, of which $13.5 million will be awarded to hospitals for performance-based contracts and $10.0
million will be invested in the ongoing development of AEs.

Analyst Note: The FY2017 Supplemental Budget included S7.0 million in federal funds for performance payments to
nursing facilities.
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The Executive Office of Health and Human Service (EOHHS) received approval from the Centers for
Medicaid and Medicare (CMS) to create a Health System Transformation Project (HSTP), for up to $130.0
million in federal matching funds over a five year period for the project. The HSTP is designed to advance
the formation and success of Accountable Entities (AE), integrated provider organizations responsible for
improving quality of care and outcomes for patients while also managing costs. Federal funds will are
contingent on matching state general revenue expenditures for various state funded programs. Currently,
the State has been approved to receive up to $80.0 million in federal matching funds during the remaining
three years of the currently-approved 1115 Demonstration Medicaid Waiver. The State will seek renewal
of the State’s Medicaid waiver in 2018 and has been approved to receive up to $50.0 million in federal
matching funds, conditional on CMS approval of the State Medicaid Waiver, for demonstration years four
and five of the HSTP.

Approved Funding for the Health System Transformation Project through Approved 1115 Waiver

1115 Demonstration Year Time Period Annual Limit
Demonstration Year 7 Oct 2016-Dec 2016 $20.5
Demonstration Year 8 Jan 2017-Dec 2017 31.1
Demonstration Year 9 Jan 2018-Dec 2018 28.4
Total Approved $28.4
S in millions

* $50.0 million is contingent on approval of 1115 Medicaid Waiver renewal

Year 1-Demonstration Year 8 (federal funds)

EOHHS will be working on an ongoing basis with CMS throughout the five-year approval to meet certain
program development targets and reporting criteria, as required by the agreement. Year one of the project
begins October 14, 2016, and ends on December 31, 2016. Specific to year one of the agreement, the
expenditures for this program are targeted exclusively to incentive payments to hospitals and nursing
homes. The first year of the agreement includes:

= Development of a CMS approved claiming protocol in advance of receiving any federal funds to be
distributed to hospitals or nursing homes. The blue print has been submitted to CMS and is awaiting
approval.

= Managed Care rate certification submissions to CMS are required were required by December 1, 2016.
The Department is awaiting CMS approval.

Analyst Note: Due to the requirements of the CMS approval for the HSTP, a claiming protocol was required to be
completed and approved by CMS prior to distribution of funds to nursing homes and hospitals in year one of the
project. Therefore, payments to nursing homes were delayed until May of 2017, which is year two (demonstration
year nine) of the project. Hospitals are expected to receive payments in the fall of FY2017. CMS approves the delayed
payment timeline while concurrent year two project development occurs. Additionally, hospitals and nursing homes
will not receive payments exclusive to them in the following years of the HSTP; however, they will be providers within
the established AEs as the project evolves.

Years 2 and 3- Demonstration years 9 and 10 (federal funds)

In year two EOHHS will submit an AE Roadmap document detailing program guidelines, AE certification
guidelines, attribution guidance, performance measurements and other program specific details. According
to the CMS approval document, the Roadmap will outline what the State and its stakeholders consider the
payment reforms required for a high quality and a financially sustainable Medicaid delivery system. Once
this is approved and performance measures are incorporated within AE contracts, the State may begin
making payments to MCOs for AE activities. Year three will be the first year of full implementation and
the calculation of the performance-based incentive payments for AEs will be based on the current
year’s performance.
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Department of Children, Youth, and Families

FY2016 FY2017 FY2017 Change from FY2018 Change from

Expenditures by Program Actual Enacted Revised Enacted Enacted Enacted
Central Management $8.4 $9.9 $9.0 (50.8) -8.4% $10.0 s0.1  1.1%
Child Welfare 1714 171.1 172.1 1.0 0.6% 164.2 (7.0) -4.1%
Children's Behavioral Health Services 10.6 10.1 12.2 2.1 21.0% 11.1 1.0 10.1%
Higher Education Incentive Grants 0.2 0.2 0.2 - 0.0% 0.2 - 0.0%
Juvenile Correctional Services 24.3 25.2 22.9 (2.3) -9.0% 23.6 (1.6) -6.4%
Grand Total $215.0 $216.5 $216.5 (50.0) 0.0% $209.0 (57.4) -3.4%
Expenditures by Source

General Revenue $154.7 $151.8 $156.3 $4.5 3.0% $145.9 (s5.9) -3.9%
Federal Funds 57.4 60.4 56.8 (3.6) -6.0% 59.0 (1.4) -2.3%
Restricted Receipts 2.2 35 3.2 (0.2) -7.0% 3.1 (0.3) -9.7%
Other Funds 0.6 0.8 0.1 (0.7) -84.1% 1.1 0.2 25.0%
Grand Total $215.0 $216.5 $216.5 (S0.0) 0.0%  $209.0 ($7.4) -3.4%
Authorized FTE Levels 672.5 629.5 628.5 (1.0) -0.2% 616.5 (13.0) -2.1%

S in millions. Totals may vary due to rounding.

The Department of Children, Youth, and Families (DCYF) is charged with implementing a
comprehensive, statewide program to protect and create opportunities for children to reach their full
potential. DCYF has three major operational divisions: Child Welfare (including child protective services,
intake and case monitoring, family services, and adoption support), Children’s Behavioral Health, and
Juvenile Corrections (including the Rhode Island Training School for Youth and Juvenile Probation).

The Department annually supports an average of 3,500 children and their families, and indirectly services
thousands more through community-based, support programs.

MAIJOR ISSUES AND TRENDS FOR FY2018

The Department of Children, Youth, and Families (DCYF) has been transforming following a lengthy
review of the agency by a Senate task force in 2015. The task force was convened due to persistent
budget and programmatic challenges. The task force issued recommendations and required the
Department to report to the Senate on the status of reform efforts. The agency has committed to meeting
strategic objectives aimed at shifting DCYF programming toward a continuum of care that strengthens the
family’s ability to safely raise children in their own homes; promotes kinship and non-kinship foster
family placements for children who are removed from their families; minimizes congregate care
placement; and prioritizes safe reunification, guardianship, and adoption.

Achieving these strategic objectives required the Department to reestablish their administrative authority
to determine placement for a child when they are removed from their homes. In 2012, DCYF entered into
three-year agreements with two independent, non-profit organizations (Ocean State Network (OSN) and
Rhode Island Care Management Network (RICMN)) to form the System of Care (SOC) networks. This
shifted the majority of placement, case management, and financial responsibility associated with most
youth in community-based placements and residential treatment from DCYF to the SOC.

To reestablish administrative authority the Department terminated the SOC contracts in April 2016 and
began the rigorous process of re-procuring services that had previously been provided by the SOC
network. The re-procurement process required reissuance of all contracted services, taking the
Department over a year to assess service needs, issue requests-for-proposals, and negotiate contracts with
providers. As of March 13, 2017, DCYF has entered into 115 new provider contracts, including 57 home
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and community-based services contracts and 58 congregate care contracts, as well as increased capacity
of nearly 150 slots in private agency foster homes. The re-procurement process aimed to expand home
and community-based services, foster care capacity, and reduce reliance on congregate care (group home
residential settings) placements, which are considered the least desirable and cost prohibitive setting for
children in care.

The Budget includes $5.9 million in general revenue savings by reducing congregate care and increasing
federal Medicaid matching funds to offset general revenue expenditures in FY2018. Reducing congregate
care usage and shifting service usage toward family-based placements, such as foster care and home-
based services estimated to generate $1.9 million in general revenue savings. The Budget also includes a
$1.2 million general revenue investment toward building family-based service capacity. The General
Assembly included a general revenue savings of $4.0 million by maximizing the collection of federal
funds for Medicaid eligible services.

The FY2018 Budget reduces general revenue expenditures of the Division of Child Welfare by $4.0
million as compared to the FY2017 Enacted budget. Meeting the budget targets for FY2018 will require
the Department to significantly cut costs in congregate care by shifting to more community-based
placements and improve collection of federal Medicaid matching funds. This has proven difficult in the
past and failure to do so would increase expenditures in FY2018.

The Budget includes 210 Social Case Worker Il positions in the FY2018 budget, including 170 positions
within the Family Services Unit (FSU), who directly serve and support DCYF-involved families and
children. The remaining Social Case Worker IIs support the Department’s investigatory function in Child
Protective Services (25), foster care licensing
Current DCYF Caseload Per Cafeworker Compared to (10)1 and other Community resources/support

Best Practice services within the department (5).

16.0 The Division has not been able to meet the
y national best practices for number of cases per
12.0 caseworker due to vacancies in this Division.
. The national best practice is to achieve a median
60 caseload not to exceed 14 families/cases per
40 caseworker. The Department intends to fill
20 vacant positions in FY2018 and has begun

00 actively hiring positions, and as of August 1,
2017, 32 staff have been hired to address this
B Median Caseload m Best Practice Operational Challenge.

The Budget reduces the Department’s FTE allocation from the FY2017 Enacted level, 629.5 FTEs to
616.5 FTEs in FY2018, a reduction of 13.0 FTE positions in FY2018 and 1.0 FTE in FY2017. The
FY2017 Budget as Enacted reduced the FTE cap from 672.5 FTEs to 629.5 a reduction of 43.0 FTE
positions. According to the most recent personnel report in July, 2017, the Department has 559.0
positions filled and 98.8 vacant positions.

[y
H
(<]

cases per casewo rker

Region One Region Two Region Three Region Four

CENTRAL MANAGEMENT

Central Management includes the Office of the Director and Support Services. These functions provide
coordination and oversight, fiscal management and accountability supports, facilities management, legal
services, licensing, and youth development services.

The Budget includes 51.0 FTE positions in FY2018, representing a decrease of 10.0 FTE positions from
the FY2017 Budget as Enacted. The Budget shifts 12.0 FTE positions to the Executive Office of Human
Services to consolidate financial staff and 1.0 FTE position is being transferred to the Governor’s office;
however, the funding for these positions will remain with the agency.
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Central Management General Revenue
FY2017 Enacted $7,074,378
Targets and Adjustments 83,102
FY2018 Enacted $7,157,480

CHILD WELFARE
The Child Welfare division has two major sub-programs:

= Child Protective Services (CPS): CPS reviews, screens, and responds to reports of abuse and
maltreatment of children. Staff within CPS includes child protective investigators, who specialize in
the investigation of child abuse and neglect. If a child is deemed by an investigator to be in imminent
risk of harm, he or she may be removed from the home and placed in the care of the State for up to 48
hours, pending petitions before the Rhode Island Family Court.

= Family Services: Staff within Family Services provides ongoing social services and case management
to children and families who become involved with DCYF due to abuse or neglect, substance abuse,
or behavioral health issues.

The Budget includes 380.0 FTE positions for the program in FY2018, consistent with FY2017 Budget as
Enacted.

Child Welfare General Revenue
FY2017 Enacted $114,567,488
Targets and Adjustments 7,267
Federal Medicaid Matching (4,000,000)
Residential Transitions Informational
FY2018 Enacted $110,574,755
Federal Medicaid Matching (54.0 million)

The Budget includes $4.0 million in general revenue savings in FY2018 related to improved Medicaid
claiming for services provided by the Department. The initiative assumes that improving Medicaid
claiming processes at the Department will increase the collection of federal matching funds, offsetting
general revenue expenditures.

This initiative intends to improve Medicaid claiming occurring in FY2018, saving $2.0 million, and
improve claiming collections for the two previous fiscal years, generating an additional $2.0 million in
general revenue savings. The Center for Medicare and Medicaid Services (CMS) allows states to back
claim for Medicaid covered services for up to two years. The Executive Office of Health and Human
Services budget includes $500,000 in all funds for contracted services to assist in the effort to improve
claiming at DCYF and other health and human service agencies.

Residential Transitions Informational

The Department is attempting to transform the agency to meet strategic objectives by shifting
programming toward a continuum of care that strengthens a family’s ability to safely raise children in
their own homes. Priorities include, promoting of kinship and non-kinship foster family placements for
children who are removed from their families, minimizing congregate care placements such as group
home and long-term residential placements, and prioritizing safe reunification, guardianship, and
adoption.

An internal assessment concluded the Department is over-reliant on congregate care (group home
residential settings) for children in their care and custody. Congregate care is considered the least
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desirable setting for children in state care unless the placement is clinically necessary. To reduce
congregate placements, the Department re-procured contracted services to incentivize providers to build

DCYF Residential Transition Initiative

Current 25.0 Percent Congregate Care Bed Day Usage Proposed 18.0 Percent Congregate Care Bed Day Usage
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reduction in
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* Congregate Care is measured in number of bed days used
* Example of relative decrease not actual usage

Foster Family Congregate Care
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capacity in Foster Family Recruitment Development, and Support and Community-Based Programming.

Additionally, the Department’s Permanency Unit, has implemented a Level of Need (LoN) tool to ensure
that children are assessed upon their entry into state care. This assessment will inform the DCYF worker
of the unique needs of the child and family and guide the placement toward the most appropriate setting
for the child and family.

The Department intends to shift the number of children who are cared for in high cost, congregate care
placements, where appropriate, to lower-cost foster family care placements, resulting in a 28.0 percent
decrease in congregate care utilization. Consequently, the proposed initiative will result in the
Department’s overall congregate care bed day usage from approximately 25.0 percent to 18.0 percent,
saving $1.7 million in general revenue. The national average is approximately 15.0 percent and the
national best practices indicate that congregate care should comprise no more than 10.0 to 12.0 percent of
the Department’s overall caseload.

According to the Department, the FY2018 projected average cost for congregate care placements is
$368.16 per-day per-child, compared to $125.22 per diem for specialized foster care and $51.00 per diem
for DCYF and kinship foster placements. In March 2016, there were 447 youth in congregate care
placements and 1272 youth in foster care placements. This shift away from congregate care placement
includes a $1.2 million general revenue investment in FY2018 to build capacity in foster family
placements.

Successful cost avoidance of congregate care is required to meet budget targets. The FY2017
Supplemental Budget includes $6.3 million in additional funding for services provided in the CW
Division. The FY2018 Budget for the Child Welfare Division is well below expenditures in the Division
over the last four years, and below the FY2017 Supplemental budget request. Any delays in achieving
cost avoidance in congregate care placement could result in the need for a supplemental budget
appropriation.

CHILDREN’S BEHAVIORAL HEALTH

The Division of Children’s Behavioral Health designs, implements, and monitors a statewide system of
care for children and youth requiring mental health services, including those children who are involved
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with the Department due to child abuse, neglect, or delinquency. The Department seeks to support all
children and youth with serious emotional disturbances in the least restrictive, clinically-appropriate
setting.

The Budget includes 16.0 FTE positions for the program in FY2018 and FY2017, a reduction of 3.0 FTEs
from the FY2017 Budget as Enacted.

Children's Behavioral Health Services General Revenue
FY2017 Enacted $5,004,800
Targets and Adjustments (185,060)
Personnel 185,090
Contracted Services 94,341
FY2018 Enacted $5,099,171
Personnel $185,090

The Budget includes an increase of $185,090 in general revenue for salaries and benefits in FY2018 to
fund current positions in the Division. The Budget reflects actual, filled positions and staffing in the
Division in FY2018.

Contracted Services 594,341

The Budget includes an increase of $94,341 in general revenue for contracted services in FY2018. The
Department will eliminate a contract with the Welfare Institute, decreasing general revenue expenditures
by $344,229, and increase general revenue expenditures by $438,600 for children’s behavioral health
services for a net increase of $94,341. Increases in children’s behavioral health services are related to the
re-procurement of services that concluded in January 2017.

HIGHER EDUCATION INCENTIVE GRANTS

The Post-Secondary Tuition Assistance Program provides tuition assistance to youth formerly in foster
care to attend a wide range of post-secondary institutions. This program is funded by state higher
education incentive grants and federal education training vouchers. General revenue funding for the
incentive program is set by statute at $200,000.

Higher Education Incentive Grants General Revenue
FY2017 Enacted $200,000

Targets and Adjustments -
FY2018 Enacted $200,000

During the 2016-2017 academic year, a total of 96 students have been identified as eligible for the
program. DCYF indicates that the number of applicants is always significantly higher than the number of
youth who receive assistance due to a number of factors, including some youth who are determined to be
eligible, but choose not to attend college.

In 2015-2016 a total of 46 students in DCYF care received the federally-funded higher education grants.
Of the awarded students, 13 attended the University of Rhode Island, 17 attended Rhode Island College,
five attended the Community College of Rhode Island, and 11 attended other private schools.

JUVENILE CORRECTIONS
Juvenile Corrections includes two major programs for youth:

= The Rhode Island Training School for Youth (RITS) is a secure, residential facility for adjudicated
juvenile offenders as well as those awaiting trial. The RITS includes 148 beds for male residents and
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12 for female residents. The School is a 24-hour, 365-day operation providing housing, food,
clothing, medical care, and education.

= Juvenile Probation and Parole supervises adolescents placed on probation by the Family Court.

The Budget includes 169.0 FTE positions for the program in FY2018 and FY2017, consistent with the
FY2017 Budget as Enacted.

Juvenile Correction Services General Revenue
FY2017 Enacted $24,927,098

Targets and Adjustments -

Personnel (2,102,642)
FY2018 Enacted $22,824,456
Personnel (52.1 million)

The Budget decreases personnel funding within Juvenile Corrections, primarily personnel at the Rhode
Island Training School (RITS), by $2.1 million in general revenue. This includes a reduction in the
number of RITS and education staff. According to the Department the reduction in personnel is attributed
to the declining census at the RITS, therefore requiring fewer FTE positions to support the educational
programs.

The population at the RITS has continually declined over the last decade. In 2015 the average daily
census was 98, reducing to 86 in 2016. In May of 2017 the average census was 77 adolescents. The
RITS was designed with a maximum bed capacity for 148 youth, including 124 designated for male
detainees. The facility has closed two “pods” or “wings” within the training school due to the low census.

Personnel savings are primarily related to the elimination of 10.0 FTE positions including: 2.0 Academic
Teachers, 6.0 Special Education Teachers, 1.0 Industrial Arts Teacher; and 1.0 Physical Education
Teacher. The RITS maintains a 220-day education program, which is supported by 19.0 positions
providing service to 74 youths detained at the RITS.
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Department of Health

FY2016 FY2017 FY2017 Change from FY2018 Change from

Expenditures by Program Actual Enacted Revised Enacted Enacted Enacted
Central Management $11.0 $4.9 $5.1 50.3 6.0% $9.4 S4.6 94.0%
Community and Family Health and Equity 79.3 - - - - - - -
Community Health and Equity - 106.0 108.1 2.1 2.0% 104.7 (1.3) -1.2%
Customer Services - 11.0 11.8 0.8 7.7% 11.6 0.6 5.5%
Environmental and Health Services Regulation 17.6 - - - - - - -
Environmental Health - 11.7 12.6 0.9 7.8% 12.7 1.0 8.2%
Health Laboratories and Medical Examiner 8.9 12.2 12.1 (0.0) -0.1% 11.6 (0.6) -4.9%
Infectious Disease and Epidemiology 5.6 - - - - - - -
Policy, Information and Communications - 3.1 3.3 0.2 6.3% 4.1 0.9 29.1%
Preparedness, Resp, Infectious Dis, & Emergency - 14.0 16.8 2.7 19.3% 15.6 1.6 11.4%
Public Health Information 3.7 - - - - - - -
State Medical Examiner 2.9 - - - - - - -
Total $128.9 $162.9 $169.9 $7.0 4.3% $169.6 56.8 4.2%
Expenditures By Source

General Revenue $25.5 $25.9 $25.5 (50.4) -1.7% $24.9 (51.0) -4.0%
Federal Funds 69.2 100.4 103.6 3.2 3.2% 105.4 5.0 5.0%
Restricted Receipts 34.3 36.6 40.8 4.3 11.6% 39.4 2.8 7.6%
Total $128.9 $162.9 $169.9 s7.0 4.3% $169.6 56.8 4.2%
Authorized FTE Levels 490.6 503.6 503.6 - - 493.6 (10.0) -2.0%

S in millions. Totals may vary due to rounding.

The mission of the Department of Health (DOH) is to prevent disease and to protect and promote the health
and safety of the people of Rhode Island. Since Rhode Island has no local health departments, the
Department coordinates public health activities across the State. The Department’s responsibilities include
licensing and regulation, collection and analysis of health data, disease surveillance, prevention, and
control, vital records, and state laboratories. The Department also houses the Office of the Medical
Examiner, the agency responsible for investigating and certifying suspicious or unexplained deaths.

MAIJOR ISSUES AND TRENDS FOR FY2017 AND FY2018

The FY2017 Enacted Budget authorized the reorganization of the Department of Health. The Department’s
programs and subprograms were reconfigured for efficiency and to maximize service delivery based upon
the Department’s strategic objectives. The reorganization created some new divisions as well as eliminated
functions that were determined to be inconsistent with its current mission and goals. In FY2017 and
FY2018, the Department’s divisions include: Central Management; Community Health and Equity;
Customer Service; Environmental Health; State Health Laboratories and Medical Examiner; Policy
Information and Communication; and Preparedness, Response Infectious Disease, and Emergency Medical
Services.

In April 2016, the Department created the Health Equity Institute subprogram to support the agency’s
strategic plan, which includes “achieving health equity”. The Institute’s mission is “to promote access to
comprehensive, high quality services so that all Rhode Islanders may achieve their optimal state of health”.
The Institute will focus on providing staff support and resources to cross-departmental equity initiatives,
addressing populations that experience health disparities across Rhode Island, and supporting the
implementation of the “equity framework™" across sister agencies and with community partners. The
subprogram is within the Central Management program.

There is a reduction of 10.0 FTE positions in FY2018. The FTE reductions include 1.0 FTE to reflect the
consolidation of the heads of the Center for Professional Boards and Commissioner and the Center for
Professional Licensing into one position; 2.0 FTE positions are transferred to the Office of the Health
Insurance Commissioner as part of the consolidation of the utilization review process; additionally, there is
a shift of 7.0 FTE positions to reflect the centralization of finance and human services functions. This
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consolidation will allow for coordination among finance departments by centralizing staff at Executive
Office of Health and Human Services (EOHHS) office space; however, the financing for the FTE positions
will remain in the Department of Health to maximize federal financing participation.

CENTRAL MANAGEMENT

Central Management provides overall leadership, management, and administrative functions for the
Department. The Division includes four subprograms: Executive Functions, Management Services,
Academic Center, and Health Equity Institute.

The Budget funds 30.7 FTE positions in FY2017 and 36.7 FTE positions in FY2018, increasing by 6.0 FTE
positions. This change reflects the common practice within the Department to shift positions among
programs given available federal grants and other funds.

Central Management General Revenue
FY2017 Enacted S0
Target and Other Adjustments 0
Transfer for Health Equity Institute 789,523
FY2018 Enacted $789,523
Transfer for Health Equity Institute $789,523

The Budget transfers $658,510 from the Community Health and Equity Program to the Central
Management Program in FY2018 to create the Health Equity Institute subprogram. An additional increase
of $131,103 within the subprogram (totaling $789,523) is primarily due to the Department shifting
personnel costs from the Family Health State Medicaid Match account to the Maternal and Child Health
State Medicaid Match account to better align with the positions under the Health Equity Institute.

The Department created the Health Equity Institute in April 2016 to support the agency’s strategic plan,
which includes “achieving health equity”. The Institute’s mission is “to promote access to comprehensive,
high quality services so that all Rhode Islanders may achieve their optimal state of health”. The Institute
will focus on providing staff support and resources to cross-departmental equity initiatives, addressing
populations that experience health disparities across Rhode Island, and supporting the implementation of
the “equity framework" across sister agencies and with community partners.

COMMUNITY HEALTH AND EQUITY

A new division of Community Health and Equity was created in FY2017, shifting functions from the
previous division of Community and Family Health and Equity.

The Division of Community Health and Equity aims to eliminate health disparities, assure healthy child
development, control disease, and strive for healthy communities. The division includes four centers:
chronic care and disease management, health promotion and wellness, perinatal and early childhood health,
and preventive services.

The Budget funds 132.0 FTE positions in FY2017 and 118.1 positions in FY2018, reducing by 13.9 FTE
positions. This change reflects the common practice within the Department to shift positions among
programs given available federal grants and other funds.

Community Health and Equity General Revenue
FY2017 Enacted $1,530,102
Target and Other Adjustments (180,560)
Transfer to Central Management (658,510)
FY2018 Enacted $691,032
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Transfer to Central Management (5658,510)

The Budget transfers $658,510 from the Community Health and Equity Program to the Central
Management program to support the creation of the Health Equity Institute. The Department created the
Health Equity Institute subprogram in April 2016 to support the agency’s strategic plan, which includes
“achieving health equity”. The Institute will focus on providing staff support and resources to cross-
departmental initiatives related to equity, addressing populations that experience health disparities across
Rhode Island, providing policy oversight to maternal and child health and the Health Equity Zone (HEZ)
initiatives, and supporting the implementation of the equity framework across sister agencies and with
community partners.

CUSTOMER SERVICES

Created in the FY2017 Enacted Budget, the Division of Customer Services has licensure and regulatory
responsibilities of health care professionals and facilities, and is comprised of four centers: Professional
Licensing, Professional Boards and Commissions, Vital Records, and Health Facilities Regulation. The
division encompasses portions of the former Environmental and Health Services Regulation division, and
the Public Health Information division.

The Budget funds 90.4 FTE positions in FY2017 and 89.4 FTE positions in FY2018, decreasing by 1.0
FTE position.

Customer Services General Revenue
FY2017 Enacted $6,363,621
Target and Other Adjustments (1,517)
Consolidate Chief Positions (138,675)
PDMP Software Maintenance 100,946
FY2018 Enacted $6,324,375
Consolidate Chief Positions (5138,675)

The Budget decreases general revenue by $138,675 by consolidating two Chief positions into one position
within the Division of Customer Services. The Center of Professional Boards and Commissions and the
Center for Professional Licensing each have been managed by a Chief. Through the Lean process, the
Department determined that the Centers have enough streamlined efficiencies and goals to justify joining
them and to be managed by a single Chief position, the Chief of Health Professions Regulation. Both
Centers work to guarantee that Rhode Islanders have access to quality health care by investigating consumer
complaints and ensuring that health professionals are licensed and adhere to professional and ethical
standards.

PDMP Software Maintenance $100,946

The Budget includes $100,946 in general revenue to support the annual software maintenance agreement
for the Prescription Drug Monitoring Program (PDMP). The PDMP, mandated under RIGL 21-28-3.18,
identifies the over-prescription of, and fraud related to, prescription controlled substances across the State.
The PDMP’s database is a central repository for all Schedule II and III prescription drugs filled at Rhode
Island pharmacies and includes patient, prescriber, and pharmacy information. This database is one of the
primary evaluation tools used to target interventions to reduce prescription drug overdoses and to evaluate
the efforts of the Governor’s Overdose Prevention and Intervention Task Force. This database enables the
Department to meet requirements for three federal grants, which generate approximately $1.5 million in
federal funding. Previously, this database had been state funded; in FY2017 a one-time federal funding
carry-forward was approved to support software maintenance costs. This federal funding is no longer
available in FY2018.
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ENVIRONMENTAL HEALTH

The Environmental Health division was created in FY2017, combining parts of the former Environmental
and Health Services Regulation and the Healthy Homes divisions. The division is responsible for licensing
and regulating activities related to the provision of clean and safe food and drinking water, as well as
environmental hazards like lead, radon, and asbestos in homes and businesses.

The Budget authorizes 89.2 FTE positions in FY2017 and 92.3 FTE positions in FY2018, increasing by 3.1
positions.

Environmental Health General Revenue
FY2017 Enacted $5,169,143
Target and Other Adjustments (10,518)
Supervising Sanitary Engineer Hiring Delay (117,416)
Lead Inspeactions 59,000
FY2018 Enacted $5,100,209
Supervising Sanitary Engineer Hiring Delay (s117,416)

The Budget decreases general revenue by delaying the hire of a Supervising Sanitary Engineer. The position
is funded with general revenue and restricted receipts. The restricted receipt funding will be redirected to
cover the general revenue portion of another FTE position in the Department. This equates to a general
revenue savings of $117,416.

Lead Inspections $59,000

In FY2017 the Center for Medicare and Medicaid Services (CMS) lowered the threshold standard of blood
lead levels for children under age six (from 15 micrograms per deciliter to 10 micrograms per deciliter).
Due to this change, the Department anticipates that there will be approximately 95 lead inspections in
FY2018; each inspection costs $675. The FY2018 Budget includes an additional $59,000 in general revenue
to cover the State’s portion of the cost due to the anticipated increase in inspections.

According to the Department, the following is the current protocol regarding lead mitigation efforts:

= DOH currently refers children with blood lead levels above 5 micrograms per deciliter to one of four
lead centers for non-medical case management, which includes lead and nutritional education, a visual
assessment of the property, and any interim safety measures to limit exposure to lead hazards.

= DOH refers children with blood lead levels above 10 micrograms per deciliter to private lead inspectors
to perform a comprehensive environmental lead inspection.

= After the inspection, DOH follows up with the property owner on abating lead hazards, enforcing lead
regulations, and referring the property owner to the Attorney General’s office or another agency for
prosecution if the property is not abated.

= DOH performs quality assurance checks on lead safe work practices and provides site consultations
with property owners.

= The Department also provides the final clearance tests on a property and issues the appropriate lead
certificate.

Analyst Note: As of 2013, a child is considered to have lead poisoning at or exceeding 5 micrograms per deciliter,
based upon guidelines issued by the Centers for Disease Control (CDC). In 2013, the CDC revised downward the blood
lead thresholds for intervention (from 10 micrograms per deciliter to 5 micrograms per deciliter), increasing the
number of children from ages 1 to 5 that met blood lead-level thresholds considered to be at risk for lead poisoning.
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STATE HEALTH LABORATORIES AND MEDICAL EXAMINER

In FY2017, the State Health Laboratories and Medical Examiner divisions merged. The new division
provides laboratory services to state and municipal agencies, health care providers, and the general public,
for the purposes of public health, environmental protection, and forensic science. The laboratory performs
approximately 250,000 analyses each year, largely on a fee-for-service basis, and collects approximately
$1.8 million in fees, which are deposited into the State’s general fund.

The Medical Examiner investigates and certifies the cause of death in the case of all known or suspected
homicides, suicides, accidents, sudden infant deaths, drug related deaths, medically unattended or
unexplained deaths, and deaths which may be evidence of an epidemic or other threat to the public health.
The Division also provides expert testimony in criminal and civil cases.

The Budget authorizes 80.9 FTE positions in FY2017 and 78.9 FTE positions in FY2018, reducing by 2.0
FTE position. This change reflects the common practice within the Department to shift positions among
programs given available federal grants and other funds.

State Health Laboratories and Medical Examiner General Revenue
FY2017 Enacted $10,028,498
Target and Other Adjustments 2,565
Shift to Indirect Cost Recoveries (500,000)
FY2018 Enacted $9,531,063
Shift to Indirect Cost Recoveries ($500,000)

The Budget shifts $500,000 in general revenue costs to restricted receipts under the assumption that the
State Health Laboratories and Medical Examiner Division will be able to reallocate some administrative
costs associated with federal grant administration to restricted receipts. According to federal law, the State
is permitted to assess the federal government for direct and indirect costs of administering federal grant
programs. Costs of grant administration are regularly recovered by DOH.

POLICY INFORMATION AND COMMUNICATION

A new Policy Information and Communication division was created, in FY2017. The Division is
responsible for public health communications; data collection, analysis, and dissemination; coordination of
the Department’s legislative and regulatory functions; and ensuring standards of care are maintained in new
and existing healthcare facilities.

The division includes four centers: Public Health Communications, Health Data and Analysis and Public
Informatics, Health Systems Policy and Regulation, and Legislative and Regulatory Affairs. The Budget
includes 16.9 FTE positions in FY2017 and 16.7 FTE positions in FY2018. This change reflects the
common practice within the Department to shift positions among programs given available federal grants
and other funds.

Policy, Information and Communication General Revenue
FY2017 Enacted $937,935
Target and Other Adjustments (100,145)
Center for Legislative and Regulatory Affairs Informational
FY2018 Enacted $837,790
Center for Legislative and Regulatory Affairs Informational

The Department requested 3.0 FTE positions in the Center for Legislative and Regulatory Affairs (CLRA)
subprogram for FY2018. This subprogram promotes public health through a “health in all policies”
approach. DOH is responsible for approximately 20.0 percent of all state regulations, the most of any
Department. CLRA is responsible for approximately 130 regulations, many of which need updating.
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Currently, CLRA has one 0.6 FTE position dedicated to developing and implementing regulation and, due
to lack of staff, is not meeting statutory requirements for regulations. According to the Department, DOH
is unable to meet the mandates required by the Governor’s 2016 Administrative Procedures Act (APA)
review, which requires all state agencies to reformat, streamline, and refile all of their existing regulations
by January 2019. Additionally, some of CLRA’s work involves regulations based on federal mandates,
which are therefore tied to federal funding. If the Department does not meet the new APA mandate, many
regulations will expire, and therefore become unenforceable, after the APA deadline date. The Governor’s
Budget added 1.0 Health Program Administrator, which was not included in the FY2018 Budget as Enacted.

PREPAREDNESS, RESPONSE, INFECTIOUS DISEASE, AND EMERGENCY MEDICAL SERVICES

The Preparedness, Response, Infectious Disease, and Emergency Medical Services division was created in
FY2017. The division includes four centers that previously existed within two divisions of the department:
Emergency Preparedness and Response; Infectious Disease and Epidemiology; HIV, Hepatitis, STD, and
TB Epidemiology; and, Emergency Medical Services.

The division prepares for and responds to catastrophic events, disasters, and emergencies. It also monitors
and works to prevent the spread of infectious diseases, and licenses and regulates emergency medical
services in the state. The Budget includes 63.5 FTE positions in FY2017 and 63.6 FTE positions in FY2018.

Preparedness, Response, Infections Disease, and Emergency Medical Services General Revenue
FY2017 Enacted $1,902,523
Target and Other Adjustments (35,492)
Medicaid Health Systems Transformation (247,900)
FY2018 Enacted $1,619,131
Medicaid Health Systems Transformation (5247,900)

The Division of Preparedness, Response, Infectious Disease, and Emergency Medical Services (PRIDEMS)
is participating in Executive Office of Health and Human Services (EOHHS) Health Systems
Transformation (HST) project. The Center for Medicare and Medicaid Services (CMS) has approved
EOHHS’ general HST proposal, which includes DOH; however, the project’s claiming manual has yet to
be approved by CMS. According to the Department, subject to the claiming manual approval, HST could
match up to $247,900 with federal funds. The Department would transfer the salary cost of the Division
Director/Medical Director/State Epidemiologist (0.7 FTE position) and a Directly Observed Therapy
Worker (0.5 FTE position) from general revenue to the new HST funding. If the claiming manual is not
approved, the Department plans to continue to fund these salaries via general revenue as they are critical to
the function of the Division and Department.

TOC



DEPARTMENTAL SUMMARIES | 117

Department of Human Services

FY2016 FY2017 FY2017 Change from FY2018 Change from

Expenditures by Program Actual Enacted Revised Enacted Enacted Enacted
Central Management $10.0 $9.5 $8.8 (50.8) -8.0% $7.9 (s1.6) -17.2%
Child Support Enforcement 9.2 9.5 9.5 (0.1) -0.7% 11.0 1.4 15.0%
Elderly Affairs 18.7 18.7 19.2 0.5 2.8% 19.6 0.9 4.7%
Health Care Eligibility 21.1 19.2 16.4 (2.8) -14.7% 14.0 -5.1 -26.8%
Individual and Family Support 144.6 109.4 134.5 25.1 23.0% 124.7 15.3 14.0%
Rhode Island Works 86.9 93.0 92.4 (0.5) -0.6% 93.3 0.3 0.3%
State Funded Programs 277.1 283.7 283.6 (0.0) 0.0% 283.6 0.0 0.0%
Supplemental Security Income Program 18.5 18.5 18.9 0.4 2.3% 18.5 0.1 0.3%
Veterans Affairs 29.2 40.6 79.7 39.1 96.1% 42.1 1.4 3.5%
Total $615.3 $602.1 $663.0 560.9 10.1% $614.7 $12.6 2.1%
Expenditures By Source

General Revenue $96.1 $97.6 $91.7 (55.9) -6.1% $91.1 (56.5) -6.7%
Federal Funds 511.6 497.6 562.8 65.2 13.1% 515.6 17.9 3.6%
Restricted Receipts 2.7 1.7 3.4 1.7 101.2% 3.4 1.7 98.0%
Other Funds 4.9 5.1 5.0 (0.1) -1.8% 4.6 -0.5 -9.8%
Total $615.3 $602.1 $663.0 $60.9 10.1% $614.7 s12.6 2.1%
Authorized FTE Levels 959.1 937.1 937.1 - 0.0% 981.1 44.0 4.7%

S in millions. Totals may vary due to rounding.

The Department of Human Services (DHS) administers programs and services that support the needs of
children and families, adults and children with disabilities, veterans, and the elderly. These services
include health care, child care, cash assistance, and other supportive services for working parents and
families.

MAIJOR ISSUES AND TRENDS FOR FY2017 AND FY2018

The Unified Health Infrastructure Project (UHIP) is the largest Information Technology (IT) project
undertaken by the State and is intended to fully integrate health and human service programs and establish
a State-based health insurance exchange, HealthSource RI. The project was developed in two phases.
Phase I, launched in 2013, created an online portal for purchasing commercial health insurance and
income-based Medicaid eligibility. Phase Il of UHIP, launched in September of 2016, was intended to
expand the system to serve as a portal through which residents apply for and enroll in other health and
human service programs such as Child Care, SNAP, GPA, and SSI programs.

Phase Il of the UHIP project has been plagued with technical failures resulting in delays in eligibility and
payments to providers and individuals. These challenges led to the Governor’s decision to seek the
resignation of the Director of DHS, the Director of Information Technology, and the Secretary of Health
and Human Services. The Governor has replaced these key positions, published an analysis of the current
conditions of the project, and proposed short-term and long-term solutions to improve the performance of
the system. The cost of the project, which is projected to total $391.5 million in all funds through
FY2018, are shared across the Executive Office of Health and Human Services (EOHHS), DHS, and
HealthSource RI (HSRI). In May 2017, Deloitte Consulting, the primary software developer, agreed to
credit the State $27.0 million for delayed functionality, which was applied to budgeted UHIP costs in
FY2017. The State continues to pursue the recoupment of costs associated with the design and
development of the system.

The Budget adds 44.0 positions above the FY2017 Enacted level, with a cap of 981.1 in FY2018. The
Governor’s Budget had decreased the Department-wide FTE cap by 99.0 FTEs due to previously
anticipated efficiencies related to the release of UHIP. In light of major issues with the launch of Phase 11
of UHIP, the FY2018 Budget as Enacted adds 143.0 FTE positions above the Governor’s
recommendation. This increase includes 96.0 Eligibility Technicians, 11.0 Customer Service Aids, 6.0
Career Advisors, 23.0 Social Case Workers, 2.0 Program Development Chiefs, and 1.0 Family and Adult
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Services Administrator. These 143.0 new positions include 60.0 permanent positions and 83.0 temporary
positions. Additionally, a decrease of 39.0 finance positions as compared to FY2017 Enacted reflects the
consolidation of finance staff at the Executive Office of Health and Human Services. Centralizing staff at
EOHHS allows for coordination among finance departments; however, financing these FTE positions
remains in the Department of Human Services to maximize federal financing participation.

Caseload Estimating Conference

Every November and May, the State revises cash assistance caseload forecasts in order to estimate
entitlement program spending for both the current and the following fiscal year. The May 2017 Caseload
Estimating Conference (CEC) adopted
estimates  dictate the entitlement
program appropriations included in the

Cash Assistance Program - May 2017 Adopted Estimates

FY2018 Enacted Budget. FY2017 FY2018 Change to
Enacted Enacted Enacted

Overall spending for cash assistance Rhode Island Works $23.1 $22.9 (s0.2)
programs, which includes RI Works, Federal Funds 23.1 229 (0.2)
child care subsidies to working families, Child Care $69.9 $69.0 (0.9)
Supplemental Security Income (SSI)  Federal Funds 55.1 55.6 0.5
state supplement, and General Public _ General Revenue 14.7 13.4 (1.3)
Assistance (GPA), is estimated to be SSI- State Supplement $18.5 $18.6 50.1
$111.9 million in FY2018, a decrease of _ General Revenue 18.5 18.6 0.1
approximately  $900,000 from the General Public Assistnace $1.4 $1.4 -

enacted level. The major contributor to __General Revenue 14 14 -

this reduction is an anticipated decrease Total $112.8  $111.9 (50.9)
of 181 childcare subsidies within the _ Federal Funds /8.2 78.5 0.3
Child Care Assistance Program (CCAP) __General Revenue 34.6 334 (1.2)

as compared to the FY2017 Budget as S in millions. Total may vary due to rounding.
Enacted.

CENTRAL MANAGEMENT

Central Management, which includes the Office of the Director, supervises, coordinates, and monitors all
departmental functions within DHS. This division also includes the Office of Policy Analysis, Research,
and Development; the Operations Management Unit; the Collections, Claims, and Recoveries Unit; and
the Fraud Investigation Unit.

There are no FTE positions under the division in FY2018. The lack of positions reflects the consolidation
of finance staff at the Executive Office of Health and Human Services. Centralizing staff at EOHHS
allows for coordination among finance departments; however, financing these FTE positions remains in
the Department of Human Services to maximize federal financing participation.

Central Management General Revenue
FY2017 Enacted $4,852,023
Target and Other Adjustments 3,304
Personnel (1,445,219)
FY2018 Enacted $3,410,108
Personnel (51.4 million)

The Budget decreases by $1.4 million in Central Management due to a reduction in personnel costs within
the Division. The staff within Central Management are consolidated within the Executive Office of
Health and Human Services (EOHHS), to allow for coordination among finance departments by
centralizing staff at EOHHS office space; however, the financing for the FTE positions will remain in the
Department of Human Services to maximize federal financing participation. The funding for these finance
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positions is cost allocated to other programs within the Department, causing a decrease in the Central
Management program.

CHILD SUPPORT ENFORCEMENT

The Office of Child Support Enforcement assists families by ensuring payment of court-ordered child
support payments. The Office provides the following services: location of non-custodial parents,
establishment of paternity, establishment and modification of child support orders, and enforcement,
through the use of license suspensions, credit bureau reporting, tax refund intercepts, and liens.
Collections recovered for families that receive state support through Rhode Island Works or Medicaid are
retained by the State; other collections are distributed directly to families. The Budget authorizes 57.0
FTE positions in FY2018.

Child Support Enforcement General Revenue
FY2017 Enacted $3,314,623
Target and Other Adjustments 66,696
Income Tax Settlement Reserve (300,000)
FY2018 Enacted $3,081,319
Income Tax Settlement Reserve ($300,000)

Income tax refunds intercepts are one of the enforcement tools used by the Office of Child Support
Enforcement. If a tax intercept occurs, the non-custodial parent receives notice from the state and the
federal government with instructions on how to contest the intercept. The Budget is reduced by $300,000
in general revenue due to an assumption that, based on FY2017 spending trends, reserve money for child
support settlement tax intercepts will go unspent.

ELDERLY AFFAIRS

The Division of Elderly Affairs (DEA) provides comprehensive services, advocacy, and public policy
dedicated to the needs of older Rhode Islanders, adults with disabilities, their caregivers, and families.
Elderly Affairs implements a system of community-based care for individuals sixty years and older as
well as adults with disabilities. The Division is responsible for developing and implementing a State Plan
on Aging under the federal Older Americans Act. The Division oversees the Aging and Disability
Resource Center (called “The Point”) and a network of community information specialists who provide
referrals to services and other resources to elders and adults with disabilities. The Budget includes 28.0
FTE positions in FY2018.

Elderly Affairs General Revenue
FY2017 Enacted $6,533,729
Target and Other Adjustments 99,215
Volunteer Guardianship Program (40,756)
Bus Passes for the Elderly Informational
FY2018 Enacted $6,592,188
Volunteer Guardianship Program (540,756)

The Budget decreases $40,756 in general revenue due to the termination of the Volunteer Guardianship
Program (VGP) contract with Cornerstone Adult Services. The Division reports that there was no
response to the request for proposal that was issued for the program. In FY2017, the VGP was funded at
$81,512 in general revenue. The VGP will continue; however, the Division of Elderly Affairs will
manage the program at 50.0 percent of the cost. According to the Division, the cost of absorbing the VGP
will include: $5,000 for DEA personnel costs; $34,398 to fund a part-time temporary paralegal position;
and $1,358 in miscellaneous legal fees.
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The purpose of the VGP is to provide guardianship services to low-income, older, at-risk persons who
have been identified by a referral source as being in need of a guardian. VVolunteers are appointed as
"Good Samaritan" Guardians of the person by a Probate Court Judge and make important health care,
residence, and relationship decisions (guardians, under this program, do not make decisions regarding the
property or finance of the ward).

Bus Passes for the Elderly Informational

The FY2018 Governor’s Budget added $300,000 in general revenue to partially fund free bus fares to
high-need elderly individuals at risk of institutionalization, disabled individuals, and elderly or disabled
veterans. Prior to February 1, 2017, the State of Rhode Island had required the Rhode Island Public
Transit Authority (RIPTA) to provide free, unlimited transportation to low-income persons who are either
senior citizens or persons with disabilities.

In lieu of the Governor’s $300,000 initiative, Article 4 provides RIPTA with $5.0 million in the Rhode
Island Highway Maintenance Funds in both FY2018 and FY2019 to fund the free-fare program for low-
income senior and disabled persons. RIPTA also must establish a coordinating council to develop
recommendations for the sustainable funding of the program while maximizing the use of federal funds
available to support the transportation needs of this population. The recommendations are to be provided
to the Governor and General Assembly by November 1, 2018.

HEALTH CARE ELIGIBILITY

Health Care Eligibility is responsible for determining Medicaid eligibility. This includes the
determination of eligibility for medical benefits for certain low income individuals and/or families with
dependent children, and individuals who meet eligibility criteria within the following populations: RI
Works participants; SSI participants; Children with Special Health Care Needs; children in foster care or
subsisted adoption within the Department of Children, Youth, and Families; low income families; and
aged, blind, or disabled individuals. The Budget authorizes 143.6 FTE positions in FY2018.

Health Care Eligibility General Revenue
FY2017 Enacted $8,527,641

Target and Other Adjustments (49,626)
Personnel (2,279,930)
Unified Health Infrastructure Project (UHIP) (152,966)
FY2018 Enacted $6,045,119

Personnel (52.3 million)

The Budget reduces personnel costs by $2.3 million within the Health Care Eligibility program due to
both a reduction of FTE positions and a shift in the Department’s FTE cost allocation plan. This shift is
primarily due to the reallocation of personnel costs from the Healthcare Eligibility program to Individual
and Family Support (IFS) program. The Department has deemed IFS as the “one stop shop” for
Department-wide case management and eligibility determinations since the implementation of UHIP, the
new integrated eligibility system. The original reason behind the reduction in cost was primarily due to a
layoff of 60.0 FTE positions due to efficiencies that were anticipated to be achieved by UHIP;
alternatively, since its Phase Il launch, UHIP has been riddled with issues and has not achieved the
previously anticipated efficiencies (see below for more information).

Unified Health Infrastructure Project (UHIP) (5152,966)

In May 2017, due to major system issues with UHIP, Deloitte Consulting, the primary software developer
of UHIP, agreed to credit the State $27.0 million for delayed functionality. The majority of this credit was
applied to budgeted UHIP costs in FY2017; $206,233 of this credit was applied to the Department’s
FY2018 Budget. Within the Health Care Eligibility program, there is a decrease of $152,966 in general
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revenue related to UHIP, which is offset by an increase of $359,199 in the Individual and Family Support
program.

INDIVIDUAL AND FAMILY SUPPORT

The Division of Individual and Family Support (IFS), also referred to as the Division of Economic
Support, operates the Department’s economic benefits and work support programs, including the federal
Supplemental Nutrition Assistance Program (SNAP), the Emergency Food Assistance Program, child
care subsidies, the Rhode Island Works cash assistance program, Supplemental Security Income (SSI),
and General Public Assistance (GPA).

The Division also provides services to individuals with disabilities, operating the Office of Rehabilitation
Services (ORS), which includes the State’s vocational rehabilitation program, services for the blind and
visually impaired, and disability determination. The FY2018 Budget includes 512.8 FTE positions.

Individual and Family Support General Revenue
FY2017 Enacted $18,876,650
Target and Other Adjustments 843,746
Personnel 790,653
Transportation Medicaid Match (597,079)
Head Start Program 390,000
Unified Health Infrastructure Project (UHIP) 359,199
FY2018 Enacted $20,663,169
Personnel $790,653

The Budget adds $790,653 in personnel costs within the Individual and Family Support (IFS) Program
due to a shift in the Department’s FTE cost allocation plan. This shift is primarily due to the reallocation
of personnel costs from Central Management, Child Support Enforcement, and Healthcare Eligibility to
IFS. The Department deemed the Individual and Family Support program to be the “one stop shop” for
Department-wide case management and eligibility determinations due to the implementation of the new
integrated eligibility system, UHIP (discussed further below).

Transportation Medicaid Match ($597,079)

There is a general revenue savings of $597,079 in transportation costs funded by the Department in
FY2018. The general revenue funding should have been eligible for a federal match previously.

Head Start Program $390,000

The Budget adds $390,000 in general revenue funding to increase support to the Head Start Program,
which is designed to foster the development and school-readiness of children from birth to age five. The
federal Office of Head Start, within the Administration for Children and Families (ACF), has recently
increased instructional time requirements; therefore, federal funds for Head Start Program federal slots
have increased. This general revenue increase brings reimbursement rates for state-funded program slots
closer to federal rates of reimbursement to ensure the current number of state-funded slots is maintained
under the new requirements. According to ACF, the new requirements will increase the minimum
duration of programs so that nearly all Head Start Programs are operating for a full school day and full
school year by August 2021, with a requirement that half of all children in each program participate for a
full school day and year in 2019.

Head Start services are delivered by public and private nonprofit and for-profit agencies. Head Start
agencies provide services to children and families that meet the needs of their local community and
follow the Head Start Program Performance Standards. These agencies receive federal grants. Rhode
Island contributes additional funding to expand the Head Start Program to include more children.
Programs prioritize enrollment for vulnerable children including children in foster care, children with
disabilities, and children whose families are homeless.
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Unified Health Infrastructure Project (UHIP) $359,199

In May 2017, due to major system issues with UHIP, Deloitte Consulting, the primary software developer
of UHIP, agreed to credit the State $27.0 million for delayed functionality. The majority of this credit was
applied to budgeted UHIP costs in FY2017; $206,233 of this credit was applied to the Department’s
FY2018 Budget. The Individual and Family Support program includes a general revenue increase of
$359,199 in UHIP costs, offset by a decrease of $152,966 in the Health Care Eligibility program.

RHODE ISLAND WORKS

Rhode Island Works provides cash assistance and employment support services, including child care
assistance, to enable working parents with children to support their families. Rhode Island Works (RIGL
40-5.2-5) replaced the Family Independence Program in 2008. This program is funded through the federal
Temporary Assistance to Needy Families (TANF) program.

Rhode Island Works General Revenue
FY2017 Enacted $14,747,241

Target and Other Adjustments -
Child Care Costs to TANF (2,800,000)

Caseload Estimating Conference - Child Care Assistance (1,334,422)
FY2018 Enacted $10,612,819
Rhode Island Works Other Fund Changes
Caseload Estimating Conference - Rl Works (232,655)
Transitional Child Care Pilot Program Informational
Child Care and Development Block Grant (CCDBG) Informational
Child Care Costs to TANF (52.8 million)

The Budget includes a savings of $2.8 million due to shift of Child Care Assistance Program (CCAP)
general revenue expenditures to the federal Temporary Assistance to Needy Families (TANF) Block
Grant.

TANF is the primary funding source for Rhode Island Works. To access these funds each fiscal year, the
State is required to maintain expenditures of at least 80.0 percent of historic “qualified” state expenditures
under the former Aid to Families with Dependent Children (AFDC) Program, referred to as maintenance
of effort (MOE). In Rhode Island, 80.0 percent MOE is approximately $64.0 million. Under federal law,
six types of expenditures can be counted toward MOE requirements, including child care. According to
the Department’s May 2017 Caseload Estimating Conference testimony, the Department is projecting
TANF MOE expenditures of $102.2 million, well above the minimum MOE expenditure requirement of
$64.0 million, for federal fiscal year 2017. The total amount Rhode Island receives in TANF Block Grant
funding is approximately $95.0 million.

Caseload Estimating Conference — Child Care Assistance (51.3 million)

Rhode Island provides child care assistance to low income families (typically, families earning less than
180.0 percent of the federal poverty level, or $36,756 annually for a family of three, are eligible). General
revenue funding is estimated to decrease by $1.3 million in FY2018. The CEC adopted a FY2018
estimate of 9,422 child care subsidies at a general revenue cost of $13.4 million ($70.0 million all funds).
The reduction is due to an anticipated decrease of 181 childcare subsidies. Additionally, there will be
changes to the Child Care Assistance Program (CCAP) in FY2018 due to the reauthorization of the
federal Child Care and Development Block Grant (see below for more information).

Caseload Estimating Conference — Rl Works (federal funds) (5232,655)

The May 2017 Caseload Estimating Conference (CEC) estimated a Rhode Island Works (RIW) caseload
average of 9,600 recipients at a monthly cost per person of $180.00. The total program cost for FY2018 is
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$22.8 million, all of which is federal funds and represents a decrease of $232,655 in federal funds from
the FY2017 enacted level.

Transitional Child Care Pilot Program Informational

The Transitional Child Care Program was initially funded in the FY2014 Enacted Budget (Article 18).
The program was extended through the first quarter of FY2017 in the FY2015 Enacted Budget, and was
again extended in the FY2017 Enacted Budget to September 30, 2017. Article 4 removes the sunset for
the Transitional Child Care Program making the program permanent. This program expands access to
child care assistance by increasing the exit income threshold for current child care program participants
from 180.0 percent of the federal poverty level (FPL) up to 225.0 percent FPL, or from $36,756 in annual
income to $45,945 in annual income for a family of three, respectively. The program satisfies new federal
rules (see “Child Care and Development Block Grant” below for more information). Funding for the
Transitional Child Care Program was included in the May 2017 CEC FY2018 adopted estimate.

According to the Department, since the inception of the Transitional Child Care Program, an average of
223 families with 322 children utilize the program, making up 3.95 percent of the CCAP caseload. On
average, 10 families per month enter the program. The total cost of the program since its launch in
October 2013 is $4.6 million from all fund sources.

The following graph displays the growth of participation in the program since it began in October 2013:
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Note: the spike in January 2016 is an anomaly attributable to the implementation of retroactive
CCAP rate increase issued during that month
Source: Department of Human Services

Child Care and Development Block Grant (CCDBG) Informational

The federal Child Care and Development Block Grant (CCDBG), created in 1990, was designed to help
low-income families obtain child care. In September 2016, the Office of Child Care issued new rules to
provide clarity to states on how to implement the CCDBG. The reauthorization of the CCDBG required
changes to CCAP beginning October 1, 2016. These changes include: a twelve month recertification
period—each child who is determined eligible for a State child care program must have no less than 12
months of continuous eligibility; at least 3 months of continuous eligibility for families who lose their
jobs; a graduated phase-out based on income; infant-toddler prioritization; and expanded outreach to
homeless families. The Rhode Island Department of Human Services received a 12-month waiver for the
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majority of the new requirements. The Department anticipates it will receive another 12-month waiver
pushing out implementation of the new federal rules to September 30, 2018.

Though the Department is delaying the implementation of the majority of the new federal requirements,
the Transitional Child Care Program (see above) satisfies the reauthorization requirement of having a
“graduated phase-out”. The graduated phase-out requirement specifies that CCAP must have two-tiered
eligibility with an initial income eligibility threshold and a higher second tier income threshold at
recertification to accommodate increases in family income. According to the Department, the Transitional
Child Care Program satisfies the graduated phase-out federal requirement. Therefore, to stay within
compliance with federal law, the Transitional Child Care Program was included in the May 2017 CEC
FY2018 adopted estimate even though Rhode Island law, at that time, had a program sunset date of
September 30, 2017.

STATE FUNDED PROGRAMS

State Funded Programs incorporates two different programs, General Public Assistance (GPA) and the
Supplemental Nutrition Assistance Program (SNAP). Only one of these programs, in fact, is state-funded.

GPA is a state funded program (RIGL 40-6-3) that provides basic cash assistance to adults between the
ages of 19 and 64 with very limited income and resources who have an illness, injury, or medical
condition that is expected to last 30 days or more and prevents them from working. GPA also includes the
hardship contingency fund, intended as the benefit of last resort for Rhode Islanders who do not qualify
for Rhode Island Works or SSI. This benefit and funding level is directed by statute and does not typically
fluctuate from year to year.

SNAP, or “food stamps”, is a federal nutrition program that provides food assistance to low-income
households. SNAP benefits ($282.1 million in FY2017) are fully federally funded. SNAP’s benefit
disbursements are budgeted within this program, however, administrative responsibility of SNAP, as well
as corresponding budgetary resources, are maintained by the Individual and Family Support program.

State Funded Programs General Revenue
FY2017 Enacted $1,582,800

Target and Other Adjustments -
GPA Hardship Payments Reduction (30,000)

Caseload Estimating Conference - General Public Assistance 6,151
FY2018 Enacted $1,558,951
GPA Hardship Benefit Program Reduction (530,000)

The Budget reduces the Hardship Program, saving $30,000 in general revenue. This program is a subset
of the GPA Bridge Program, which provides income for disabled, low income individuals until they are
determined to be eligible for the federal Supplemental Security Income (SSI) Program. The GPA Bridge
Program is included in the Caseload Estimating Conference (CEC). Monthly hardship payments total
$100 per month, and eligibility is determined on a case-by-case basis each month, by the Director of
DHS, for individuals who are ineligible for Bridge and other state or federal income maintenance
programs. The Hardship Program serves approximately 125 individuals each year. The GPA Hardship
Program is funded in Article 1, outside of the CEC. In FY2017, the program was funded at $210,000 in
general revenue. In FY2018, $180,000 is appropriated to this program; according to the Budget Office,
the Hardship Program typically spends $180,000 each year.

Caseload Estimating Conference—General Public Assistance 56,151

Estimators at the May 2017 Caseload Estimating Conference (CEC) projected that in FY2018, 364 people
would receive general public assistance (GPA) at a monthly cost of $146.28 per person. Expenditures for
monthly cash payments, indigent burials, and the GPA hardship contingency fund ($180,000 general
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revenue, which is not estimated during the CEC, but included in program totals) are projected to be $1.4
million in FY2018, a $6,151 general revenue increase from FY2017 enacted levels.

SUPPLEMENTAL SECURITY INCOME

The Supplemental Security Income (SSI) program is a federal income support program that provides
basic cash assistance to individuals aged 65 or older and to adults and children with serious disabilities.
Individuals eligible for SSI are also eligible for Medical Assistance (Medicaid) and SNAP (food stamps).
Like all but four states (Arizona, North Dakota, Mississippi, West Virginia), Rhode Island pays
beneficiaries a state supplement to the SSI benefit (RIGL 40-6-27).

The federal government, through the Social Security Administration, pays a basic benefit to SSI
recipients. The actual monthly benefit depends on the recipient’s income; generally, the more income an
individual earns, the lower the monthly benefit. Like most states, Rhode Island provides a supplemental
state-funded payment to each recipient of the federal payment. The State also makes a state-only payment
to some individuals who exceed the federal income eligibility requirements.

The total payment (state and federal) is set at a specific level and is recalculated each year as the federal
benefit is adjusted so that the benefit keeps pace with inflation. As of January 1, 2017, the federal SSI
payment was increased by $2 for individuals and $3 for couples (who both spouses are eligible). The state
portion of the SSI payment remained the same at $39.92 for individuals and $79.38 for couples.
Currently, the maximum monthly payment is $774.92 for an individual and $1,182.38 for a couple.

For SSI recipients in an assisted living residence, a majority of the payment goes to the facility and the
resident retains up to $20.00 of the payment as a personal needs allowance.

In order to be eligible for SSI, an individual must be age 65 or older, blind, or disabled. For the purposes
of determining eligibility for SSI, “disabled” means that an individual over the age of 18 has a medically
determinable physical or mental impairment that results in an inability to perform any “substantial gainful
activity” and that is either expected to result in death or to last for a year or more. For a child, it is a
condition that results in “marked and severe functional limitations” and is expected to either result in
death or to last for a year or more.

SSl-eligible individuals must also have “limited resources,” defined as less than $2,000 in resources for
an individual or child, and less than $3,000 in resources for a couple. Certain assets and resources are not
included in the resource calculation, including the individual’s home, household goods and personal
effects, burial plots, and a single vehicle.

Supplemental Security Income Program General Revenue
FY2017 Enacted $18,496,913

Target and Other Adjustments -
Caseload Estimating Conference - SSI 151,206

SSI Hardship Moves (100,000)
FY2018 Enacted $18,548,119
Caseload Estimating Conference—SSI $151,206

The May 2017 Caseload Estimating Conference (CEC) SSI estimate reflects total general revenue costs of
$18.6 million (including $54,000 in fees associated with the SSI program) in FY2018, which represents
an increase of $151,206 from the enacted level. This is based upon a SSI caseload estimate of 33,685
individuals in FY2018, with individuals receiving an estimated average monthly payment $45.00.

SSI Hardship Moves ($100,000)

There is a savings of $100,000 in FY2018 by reducing one of the benefits that individuals on SSI receive.
An individual who receives SSI is able to have his or her cost of moving from one residence to another
covered by the State. The Department reports that the current cost of this benefit is $256,000 each year.
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The Department plans to implement policies and restrictions to limit access to these funds to achieve
$100,000 in general revenue savings.

Analyst Note: It is unclear what policies the Department will implement to achieve these savings.

VETERANS AFFAIRS

The Division of Veterans Affairs serves Rhode Island’s veteran population of approximately 70,000. The
program operates the Rhode Island Veterans Home, a state-run nursing facility in Bristol, Rhode Island,
and the Veterans Cemetery in Exeter, Rhode Island. The Budget authorizes 240.1 FTE positions in
FY2018.

Veterans Affairs General Revenue
FY2017 Enacted $20,704,694
Target and Other Adjustments 97,132
Increase in Federal Per Diem (200,000)
FY2018 Enacted $20,601,826
Veterans Affairs Other Funds Changes
Veterans Home Construction Project ($40,000,000)
Increase in Federal Per Diem (5200,000)

In FY2018 there is a savings of $200,000 in general revenue due to an anticipated increase in federal per
diem payments for the Veterans Home reflecting a Cost of Living Adjustment. The additional $200,000
received in federal funds will offset the same amount in general revenue, leading to this savings.

Veterans Home Construction Project (federal funds) (540.0 million)

There is a decrease of $40.0 million in federal funds, related to the Veterans Home Project, in FY2018
due to spending occurring in FY2017 instead of FY2018 as originally anticipated. The Veterans Home is
currently 85.0 percent completed and residents are expected to move in October 2017.

The original design was estimated to cost approximately $94.0 million; consequently, the 2012 bond
referendum was written to allow the full use of the $94.0 million, net federal reimbursement, in case
federal funds were not awarded. After voter approval of the 2012 referendum, the federal Veterans
Administration (VA) approved a different design with a community living center and clusters of private
rooms arrayed around the common areas, instead of the semi-private rooms included in the original
design. This new design is consistent with modern VA nursing home standards, and is estimated to cost
$121.0 million, including $60.5 million in state funds and $60.5 million in federal funds. The language of
the 2012 bond referendum, however, only allows the State to issue $33.5 million, leaving a shortfall of
$27.0 million. The 2016 bond referendum addresses this shortfall to fully fund the new Veterans Home;
due to an increased federal reimbursement, the cost to the State will decrease by $12.4 million.
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Department of Behavioral Healthcare, Developmental
Disabilities, and Hospitals

FY2016 FY2017 FY2017  Change from FY2018  Change from

Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
Central Management S1.4 $1.7 S1.6 (50.1) -3.1% $1.7 (50.0) -2.4%
Hospital & Community System Support 2.4 29 2.3 (0.6) -19.6% 2.7 (0.2) -6.7%
Hospital & Community Rehabilitation Services 116.8 114.3 116.3 2.0 1.8% 108.0 (6.3) -5.5%
Behavioral Healthcare Services 16.2 20.5 24.7 4.2 20.7% 28.2 7.7 37.7%
Services for the Developmentally Disabled 241.9 246.2 250.1 3.9 1.6% 256.5 10.3 4.2%
Total $378.6 $385.6 $395.2 $9.5 2.5% $397.1  $11.5 3.0%
Expenditures By Source

General Revenue $176.3 $173.2 $177.9 s4.7 2.7% $176.4 $3.2 1.9%
Federal Funds 189.6 193.0 199.1 6.0 3.1% 204.3 $11.3 5.8%
Other Funds 5.2 11.0 9.7 (1.3) -11.6% 7.9 ($3.1) -28.0%
Restricted Receipts 7.5 8.4 8.5 0.1 0.8% 8.5 S0.1 0.8%
Grand Total $378.6 $385.6 $395.2 $9.5 2.5% $397.1 $11.5 3.0%
Authorized FTE Levels 1,419.4 1,352.4 1,352.4 - 0.0% 1,3194 (33.0) -2.4%

S in millions. Totals may vary due to rounding.

The Department of Behavioral Healthcare, Developmental Disabilities, and Hospitals (BHDDH) provides
a comprehensive system of care for people with mental illness, physical illness, developmental disability,
and substance use disorders or addiction. BHDDH administers a coordinated system of mental health
promotion and substance abuse prevention through contracted, community-based service delivery programs
and direct services at both campuses of Eleanor Slater Hospital (Pastore Center in Cranston and Zambarano
in Burrillville) and Rhode Island Community Living and Supports (RICLAS) facilities.

The Budget includes 1,319.4 FTEs, a reduction of 33.0 FTEs from the FY2017 Enacted Budget. The Budget
shifts 33.0 FTE positions to the Executive Office of Human Services to consolidate financial staff; however,
funding remains with the agency.

MAJOR ISSUES AND TRENDS FOR BHDDH IN FY2018

The FY2018 Budget includes $176.4 million in general revenue ($397.1 million all funds) an increase of
$11.5 million all funds over the FY2017 Enacted Budget. The growth in expenditures largely represents
increased costs in the Division of Developmental Disabilities (DD).

The increases in the DD Division are associated with service cost adjustments, wage increases for Direct
Support Professionals (DSPs), and unachieved savings related to group home transitions. The Division
continues to see increasing costs associated with providing services for individuals with intellectual and
developmental disabilities (1/DD), largely due to reforms required by the Consent Decree the State entered
into in 2014. The increase in the Behavioral Health (BH) Division are related to federal grant awards the
Division has received to combat the opioid epidemic.

The State was sued by the federal government for violations of the Olmstead Act, requiring the State to
take targeted action to create supportive employment and community integration of person’s with
intellectual disabilities. Increased expenditures in the Division continue to be directly associated with State
compliance with the Consent Decree. The State continues to invest in supportive services in integrated
settings in order to reform the system of care for individuals with intellectual and developmental disabilities
(/DD).
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The State’s over-reliance on costly residential group home settings has hindered its ability to invest in
alternative living and community-based programming. Several ongoing initiatives within the Division are
targeted to increase provider capacity to improve programming and residential options provided to
individuals with 1/DD. This investment of general revenue to reform the DD system of services will
increasingly grow to meet the requirements of the Consent Decree until FY2024, when an additional $30.0
million will be required annually. The FY2018 Budget is a 13.0 percent increase from the FY2016 Enacted
Budget and a 4.2 percent increase compared to the FY2017 Enacted Budget in the Division of DD.

The Budget includes $3.9 million in general revenue savings associated with the transition of persons with
intellectual disabilities from residential placement in private and state-owned group homes to less costly
living settings such as Shared Living Arrangements (SLAS), living independently, and living with a family
member.

The Budget also includes an additional $3.0 million in general revenue ($6.1 million all funds) to increase
wages for direct-support professionals (DSPs) providing care for individuals with disabilities. Wage
increases will be exclusive to private provider DSP workers and will not include a wage increase to RICLAS
DSP workers who also provide care for individuals with disabilities.

Additionally, the Budget includes expansive reforms at Eleanor Slater Hospital (ESH) which include the
reorganization of patients, staff modeling, and services such as radiology and laboratory services. The
Division of Hospital and Community Rehabilitative Services will see a general revenue decrease of $2.3
million in FY2018 related to the reorganization at ESH and savings assumed through increased general
revenue collection of commercial and private payment sources.

CENTRAL MANAGEMENT

The Office of the Director provides overall management and policy direction for the Department. The
program oversees most functions within BHDDH, except for the Hospital, where day-to-day operations are
managed by an Executive Director (appointed by the BHDDH Director). The program functions include
Management and Administration; Legislative Affairs; Constituent Affairs; Advocacy; Hospital Appeals;
Strategic Planning; Community and Provider Involvement; and Public Education. The program also
centralizes emergency management, asset management and capital projects, performance improvement,
and funds development for the Department.

The Budget includes 13.0 FTE positions consistent with the FY2017 Enacted level.

Central Management General Revenue
FY2017 Enacted $1,097,743

Targets and Adjustments -

Cost Allocation Plan (CAP) 557,563
FY2018 Enacted 1,655,306
Cost Allocation Plan (CAP) $557,563

The FY2018 Budget increases general revenue expenditures by $557,563 for unachieved savings associated
with the Cost Allocation Plan (CAP) which was projected to save $2.1 million in general revenues in the
FY2017 Budget as Enacted. The Department’s reconciliation did not result in the CAP savings projected
in the FY2017 Budget as Enacted, therefore, the savings will not be achievable in FY2018 budget.

The Executive Office of Health and Human Services (EOHHS) contracted with a consulting firm to
establish a new Cost Allocation Plan (CAP) across EOHHS agencies. The CAP was designed to maximize
federal funds within agencies that receive Medicaid and Title IV-E funding. The CAP was implemented
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within the Department; however, savings projections were overstated and the Department does not expect
future savings associated with the CAP.

HOSPITALS AND COMMUNITY SUPPORT SYSTEM

The Hospitals and Community Support program provides financial management support for the entire
Department, including the hospitals and community patient care facilities. Operational areas within the
program include Budget Development/Program Analysis; Business Services; Accounting and Financial
Control; Federal Grants; Contract Management; Revenue Collection; Billing and Accounts Receivable;
Patient Resources and Benefits; and Hospital Cost Setting/Revenue Forecasting.

The Budget includes 4.7 FTE positions, a reduction of 11.0 FTE positions from the FY2017 Enacted level.
The Budget shifts 11.0 FTE positions to the Executive Office of Human Services to consolidate financial
staff; however, funding remains with BHDDH.

Hospital & Community System Support General Revenue
FY2017 Enacted $1,474,964
Targets and Adjustments (196,236)
Cost Allocation Plan (CAP) 789,226
FY2018 Enacted $2,067,954
Cost Allocation Plan (CAP) $789,226

The FY2018 Budget increases general revenue by $789,226 for unachieved savings associated with the
CAP projected to save $2.1 million in general revenue in the FY2017 Budget as Enacted for the Department.
The Department’s reconciliation has not resulted in the CAP savings assumptions in the FY2017 Budget;
therefore, the savings will not be achievable in FY2018.

The Executive Office of Health and Human Services (EOHHS) contracted with a consulting firm to
establish a new Cost Allocation Plan (CAP) across EOHHS agencies. The CAP was designed to maximize
federal funds within agencies that receive Medicaid and Title IV-E funding. The CAP was implemented
within the Department; however, savings projections were overstated and the Department does not expect
future savings associated with the CAP.

HOSPITAL AND COMMUNITY REHABILITATIVE SERVICES

The Hospital and Community Rehabilitative Services program provides care for individuals requiring both
short and long-term hospitalization for psychiatric and developmentally disabled issues. The Hospital
facilities are licensed by the Department of Health (DOH) and accredited by the national board for health
care organizations, the Joint Commission on Accreditation of Healthcare Organizations (JCAHO). The
Eleanor Slater Hospital (ESH) has two campuses: the larger campus, the Pastore Center in Cranston, has
306 licensed beds, while the Zambarano Campus in Burrillville has 189 licensed beds. The Pastore Center
Campus focuses on long-term psychiatric and psychogeriatric services. The Zambarano Campus focuses
on long-term and rehabilitative care.

The Budget includes 862.7 FTE positions in FY2018, a reduction of 8.0 FTE positions from the FY2017
Enacted level. The Budget shifts 8.0 FTE positions to the Executive Office of Human Services to
consolidate financial staff; however, funding remains with BHDDH.
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Hospital & Community Rehabilitation Services General Revenue
FY2017 Enacted $48,944,219
Targets and Adjustments 296,494
Third-Party Billing (1,600,000)
Eleanor Slater Consolidation (1,327,799)
Zambarano Group Home Closure (659,564)
Laboratory Services 500,000
Personnel 333,036
Hospital License Fee 111,090
FY2018 Enacted $46,597,476
Third-Party Billing (51.6 million)

The Budget reduces general revenue expenditures by $1.6 million and increases restricted receipts by $1.6
million in FY2018. The reduction in expenditures are assumed through the anticipated collection of third-
party billing payers. Eleanor Slater Hospital (ES) can bill for non-Medicaid insurance coverage such as
social security disability insurance, Medicare, and commercial insurance. Some patients at ES have multiple
types of coverage; this is considered “third-party” payers.

The collection of the third-party billing has reduced over the last two fiscal years due to declining census
at the hospital. It is expected that the Department would intensify billing efforts in order to ensure full
collection of third-party billing sources and therefore increase restricted receipts by $1.6 million; however,
it is unclear if this opportunity exists.

Eleanor Slater Hospital Reorganization (51.3 million)
The FY2018 Budget includes a reduction in general revenue of $1.3 million ($8.4 million all funds) related
to the reorganization at Eleanor Slater Hospital. Reorganization efforts are expected to reduce overtime
expenditures, consolidate medical units, reduce medical service costs, and transfer sex offenders to a lower-
cost setting.

The following general revenue savings initiatives are related to the reorganization of Eleanor Slater:

= $500,000 in savings is projected through the centralization of staffing management to tie staffing levels
with patient needs. Centralizing of management practice is expected to reduce overtime costs and
create efficiencies within the hospital.

= $492,750 in savings will be achieved by transferring nine patients who have been convicted of sex
crimes out of Eleanor Slater Hospital. These patients have committed themselves voluntarily and
present a risk to the other patients within the unit. The Department is currently seeking lower cost
alternative facilities; however, there is no alternative at this time.

= $178,762 in savings by reducing personnel in the radiology and medical records departments,
increasing the use of physician extenders, and reducing costs for contracted rehabilitative services.

= $125,000 in savings by closing the Regan unit six and moving the 10 patients that were located in unit
six to the remaining open units at the hospital. The consolidation is anticipated to generate personnel
savings.

Zambarano Group Home Closure (5659,564)

The Department proposes, as a component of the hospital reorganization, the closure of a Zambarano group
home in Burrillville, Rhode Island. Currently operating expenses for two group homes located adjacent to
the Zambarano Hospital Campus are included in the Eleanor Slater Hospital budget; however, they operate
independent of the hospital. Both group homes have the capacity to house seven individuals. The current
census between the two homes is nine in total. The Department proposes to close one home and relocate
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two individuals to alternative settings. The Budget includes $659,564 in general revenue savings against
the operating deficit.

Laboratory Services $500,000

The Budget includes $500,000 in general revenue expenditures related to laboratory services at Eleanor
Slater Hospital. Reorganization efforts at the hospital are expected to reduce overtime expenditures,
consolidate medical units, and reduce medical service costs. Included in the reorganization of the hospital
was the outsourcing of laboratory services provided by state personnel at the hospital to a private company,
saving $500,000 in general revenue. The increase in expenditures is intended to maintain the state-operated
laboratory services.

Personnel $333,036

The Budget include a $333,036 increase in general revenue in FY2018 related to administrative personnel
at Eleanor Slater Hospital. The increased expenditures are to hire administrative positions prior to the
Applied Management Services (AMS) contract ending.

The Department contracted with Applied Management Services (AMS), a healthcare management
consulting firm, to provide experienced administrative personnel to fill administrative vacancies as well as
assist with the hospital reorganization. The AMS contract ends in September 2017. The increased
expenditures are related to hiring three administrative positions, a Chief Operating Officer, a Chief
Financial Officer, and a Chief Operating Nurse, prior to the AMS contract ending.

Hospital License Fee $111,090
The Budget increases general revenue expenditures by $111,090 ($156,298 all funds) in FY2018 related to
the reduction in the hospital license fee Eleanor Slater (ES) is assessed annually. The Budget increases the

fee from 5.652 percent of net patient revenues to 5.57 percent thereby increasing the hospital license fee
assessment that ES pays annually.

BEHAVIORAL HEALTHCARE SERVICES

The Behavioral Healthcare Services Division consists of two subprograms: Mental Health and Substance
Abuse. The Division plans, coordinates, and administers systems of treatment for substance abuse
prevention and promotion of mental health. The program provides screening, intervention, early
intervention, referral, clinical treatment, and recovery support activities. The program coordinates with
other departments and agencies in the State, including education, child welfare, and the criminal justice
system.

The Budget includes 35.0 FTE positions, a reduction of 4.0 FTE positions from the FY2017 Enacted level.
The Budget shifts 4.0 FTE positions to the Executive Office of Health and Human Services to consolidate
financial staff; however, funding remains with BHDDH.

Behavioral Healthcare Services General Revenue
FY2017 Enacted $2,015,777
Targets and Adjustments 22,717
Personnel 305,286
Recovery Housing Pilot Program 200,000
FY2018 Enacted $2,543,780
Personnel $305,286

The FY2018 Budget increases general revenue by $305,286 in salaries and benefits for 2.0 FTE positions
in the Behavioral Healthcare (BH) Division. The cost for two administrative positions are transferring from
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the Central Management Division to BH Division. The two positions have been providing administrative
support to the BH division; however, by shifting the salary cost to the BH Division, the Department will be
able to maximize federal Medicaid matching funds for these positions.

Recovery Housing Pilot Program $200,000

The Budget includes a $200,000 general revenue increase to fund the recovery housing pilot program in
FY2018. The pilot will create a stable, drug free living environment for individuals recovering from
substance abuse disorders. The recovery homes will focus on providing peer supports and connect
individuals to employment and education services.

SERVICES FOR THE DEVELOPMENTALLY DISABLED

The Developmental Disabilities (DD) program supports a statewide network of private and public programs
for those with developmental disabilities. These supports include several levels of residential care,
community placements, day programs, and respite programs. The goal of the program is to provide access
to appropriate supports in the least restrictive environment for the developmentally disabled. The program
manages a population that ranges from those previously institutionalized at Ladd School, prior to the
closure of the facility in 1993, to those with mild functional disabilities in need of daytime supports and
vocational training to function within the community.

The program serves approximately 4,255 individuals through state-run programs and community-based
providers including those who only receive case management services. The state-run system consists of 24-
hour, nursing-level facilities; the state group home system, otherwise known as RICLAS (Rhode Island
Community Living and Supports); and a private residential provider network. According to BHDDH, in
December of 2016, approximately 1,616 individuals were served in residential settings, 333 in Supportive
Living Arrangements (SLA), and 1,283 were residing in group home settings. Clients served by DD
programs are also served through day programs, supportive employment, and programs that provide support
to allow individuals to continue living with their families. Many clients are served by more than one DD
program.

The Budget includes 404.0 FTE positions, a reduction of 10.0 FTE positions from the FY2017 Enacted
level. The Budget shifts 10.0 FTE positions to the Executive Office of Human Services to consolidate
financial staff; however, funding remains with BHDDH.

Services for the Developmentally Disabled General Revenue
FY2017 Enacted $119,651,536
Targets and Adjustments (938,316)
Home and Community Based Service (HCBS) Increase 3,017,967
Direct Support Professional (DSP) Wage Increase 3,000,000
Residential Group Home Transitions (1,369,511)
Home Health Aide Correction 900,000
Supports Intensity Scale (SIS) Tier Savings (844,570)
Service Adjustments 250,000
Electronic Case Management System 125,000
Enhanced Administrative Match (208,000)
FY2018 Enacted $123,584,106
Home and Community Based Service (HCBS) Increase $3.0 million

The Budget increases general revenue expenditures by $3.0 million ($6.0 million all funds) in FY2018 to
fully fund the delivery system for individuals with Intellectual and Developmental Disabilities (1/DD).
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According to the Division, the FY2017 Enacted Budget does not fully fund the developmental disability
services the Division is mandated to provide for individuals; consequently, the Department proposes a 2.3
percent increase in the current spending trend. The Division has consistently overspent the enacted budget
and requests significant supplemental resources annually. The FY2017 Governor revised budget includes
an additional $2.4 million for services for individuals with 1/DD.

Direct Support Professional (DSP) Wage Increase $3.0 million

The Budget increases general revenue expenditures by $3.0 million ($6.1 million all funds) to increase
wages for Direct Support Professional (DSP) workers and job coaches providing care for individuals with
I/DD. The DSP wage will be increased through an increase to the base reimbursement rate to providers
by an estimated 5.0 percent according to the Department.

During the 2016 legislative session, the Senate Finance Committee was presented with testimony from
community providers and advocates describing the state of the low DSP wage as a barrier to reforms needed
to improve the services provided to individuals with 1/DD. Providers stated that the low wage and
competition with the rising minimum wage depresses their ability to hire and maintain a workforce capable
of providing quality services and/or their ability to reform program practice.

Five Year Regional Comparison of Minimum Wage Worker and
PCA Worker Wage Growth
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The U.S. Department of Labor reports industry wages across states. The Personal Care Attendant (PCA)
worker category aligns with the primary functions of Direct Support Professional (DSP) as well as the
experienced wage. When comparing this category of worker to our neighboring states, Rhode Island
DSP/PCA worker wages are considerably lower. Additionally, as the Rhode Island minimum wage has
increased by approximately 30.0 percent, over the same period of time the DSP wage has increased by only
1.8 percent, according to the U.S. Department of Labor and Statistics.

Residential Group Home Transitions (51.4 million)

In January 2014, the Department of Justice concluded that day services provided by the State to individuals
with developmental disabilities have not been provided in the most integrated settings appropriate to their
needs; and therefore, the State was in violation of the Americans with Disabilities Act. Findings were
centered on sheltered workshops run by the Training Through Placement program and the Harold A. Birch
Vocational Program at Mount Pleasant High School. These programs were found to have isolated
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individuals with developmental disabilities from their non-disabled peers; are institutional in the nature of
the settings, characterized by protracted placements; and, result in segregation.

The intent of the Consent Decree, coupled with new rules from the Center for Medicaid and Medicare
Services (CMS), precipitated the need for reform of the system of services for the Developmentally
Disabled population. BHDDH continues to seek reforms that promote community-based programming and
minimize the systems reliance on group-home residential settings where possible.

This reform activity has largely been associated with budget savings. The FY2017 Budget as Enacted
included $2.6 million ($6.0 million all funds) in savings related to group home transitions, of which $2.5
million in general revenue savings were not achieved in FY2017. The FY2018 Governor’s Budget includes
an additional $3.9 million in general revenue savings in FY2018 related to group home transitions.

Analyst Note: The Consent Decree requires the State to reform the delivery system for individuals with disabilities
toward a system of community integration and to create supportive programming for meaningful employment
opportunities. This transformation toward a fully integrated delivery system requires initial investment and a
transitionary period for providers to restructure programming, recruit and retain a workforce, and effectively launch
services within the community. Savings cannot be achieved within residential expenditures until the infrastructure
and programming are developed within the community. Currently, the Department and providers continue to work
toward this goal;, however, if the Department is unable to achieve the stated goals that are tied to the fiscal savings,
there will be a fiscal impact in FY2018.

Residential Group Home Transitions

Number of General
Proposed Living Arrangement Individuals Revenue
Unachieved Supported Living Arrangements (SLA) Transition Savings * - $2,499,712
RICLAS Group Home Transitions 30 (1,821,800)
HCBS Compliance 33 (1,032,966)
Private Group Home Transitions 33 (1,014,457)
Total 96 ($1,369,511)

Source: The Office of Management and Budget
*FY2017 Budget as Enacted Initiative

Unachieved Supported Living Arrangements (SLAs) Transition Savings: The FY2017 Budget as Enacted
included $2.6 million ($6.0 million all funds) in savings associated with the transition of persons with
intellectual disabilities from residential placement in private and state-owned group homes to less costly
living settings known as Shared Living Arrangements (SLA). The Department was unsuccessful at
achieving $2.5 million of the $2.6 million in savings associated with this initiative.

Rhode Island Community Living and Support (RICLAS) Group Home Transitions: The Budget closes five
Rhode Island Community Living and Support (RICLAS) group homes saving $1.8 million in general
revenue ($3.7 million all funds) in FY2018, impacting 30 residents. The Budget proposes to close two
group homes in July of 2017, one group home in October of 2017, and two in January of 2018.

The State needs to reform the private and public network of group homes in Rhode Island to become
compliant with the new HCBS rules related to services provided to individuals with 1/DD. Currently the
State operates 28 RICLAS group homes and provides services to 150 individuals. Savings for this initiative
will be generated by relocating the individuals to appropriate, community-based settings.
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Analyst Note: This initiative assumes individuals residing in RICLAS group homes will transition to private provider
residential settings which have a lower annual cost per person, thus generating savings. The initiative assumes
transitions will occur generating savings; however, this approach to budgetary savings has proven difficult and
unsuccessful to date. If the Department is unable to achieve the stated goals that are tied to the fiscal savings, there
will be a fiscal impact in FY2018.

Home and Community-Based Service (HCBS) Compliance: The Budget saves $1.0 million in general
revenue ($2.1 million all funds) in FY2018 by moving individuals with Intellectual and Developmental
Disabilities (I/DD) to community-based residential settings that are in compliance with the CMS rules for
integrated Home and Community Based Services (HCBS).

Home and Community-Based Service (HCBS) Compliance
Number of All Funds

Proposed Living Arrangement Individuals Savings
Shared Living Arrangement (SLA) 11 (5473,654)
Living Independently 11 (780,694)
Living with Family 11 (795,805)
Total 33 ($2,050,154)

Source: The Department of BHDDH

CMS issued a new rule addressing how states may use federal Medicaid funds to pay for home and
community-based services (HCBS). The new rule requires states to provide services through Medicaid’s
HCBS programs that have integrated community living options and promote a person-center planning
approach to service delivery. The rule also specifies what qualifies as an integrated community setting
which effectively will prohibit institutional settings or segregated settings. Consequently, Rhode Island
will need to modify and improve the types of residential settings funded through Medicaid HCBS programs.
The proposal assumes approximately 33 individuals will transition to alternative settings options such as
residing with family a member, SLAs, or living independently.

The Department proposes to incentivize providers to reduce group home residential placements by
leveraging existing provider liabilities owed to the State. The provider liability occurred in the late 1970s
when the State incented private providers with startup funds to build group home capacity following the
closure of LADD School. To date, most private providers have not paid the State for these start-up costs.

The Department proposes to forgive the debt owed by private group homes to the State if the providers find
preferred alternative living settings for the clients currently residing in their group homes. The alternative
options, SLA arrangements, independent living, and living with a family member, are expected to generate
savings which will offset the loss of the forgiven provider liability.
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Incentivized Private Residential Group Transitions toward Home and Community-Based Settings
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* Example of residential transition from a group home setting to a SLA, Independent Living or Living with a family member
* General revenue savings achieved by residential transition will be used as a "pay back" of provider liabilities to the State.

Analyst Note: The initiative assumes transitions will occur generating savings; however, this approach to budgetary
savings has proven difficult and unsuccessful to date. If the Department is unable to achieve the stated goals that
are tied to the fiscal savings, there will be a fiscal impact in FY2018.

Private Residential Group Home Transitions: The Budget reduces general revenue by $1.0 million ($2.1
million all funds) by shifting residents from private group homes, to less costly living arrangements such
as residing with family members, SLAs, and living independently.

Residential Group Home Transitions

Proposed Living Arrangement Number of All Funds
Shared Living Arrangement (SLA) 11 (5473,654)
Living Independently 11 (780,694)
Living with Family 11 (795,805)
Total 33 (52,050,154)

Source: The Department of BHDDH

The Department estimates the average cost of a private group home is approximately $99,000 annually.
This proposal assumes the transition of 11 individuals to SLAs, 11 individuals living independently, and
11 individuals living with family members.

SLAs is residential option offered through BHDDH for adults with developmental disabilities. This option
also allows the individual to reside with and receive support from a person living in the community, known
as “shared living”. The individual providing the shared living arrangement is compensated by a licensed
BHDDH provider. The provider conducts extensive personal interviews and ensures the environment and
individual are able to offer a safe, compatible living arrangement which complies with BHDDH program
regulations.

Living independently assumes the individuals will be able to secure independent living in an apartment or
single family home and community providers will assist the individual with their daily employment and
living support needs. If living with a family member, the individual resides with a family member and
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receives supports similar to those they would receive if they were living independently. These alternative
living options assume an average annual savings of approximately $62,000 per year when compared to
private group home residential placements.

Analyst Note: This Department indicates that BHDDH social caseworkers are identifying individuals who may choose
to move to an alternative living setting. Additionally the Department reports they are working collaboratively with
providers to identify residential options and improve capacity for alternative living settings. The proposal assumes
transitions will occur generating savings;, however, this approach to budgetary savings has proven difficult and
unsuccessful to date. If the Department is unable to achieve the stated goals that are tied to the fiscal savings, there
will be a fiscal impact in FY2018.

Home Health Aide Correction $900,000

The Budget includes $900,000 in general revenue ($1.8 million all funds) to restore resources for home-
health services that were transferred to the Executive Office of Health and Human Services (EOHHS).
These services were not funded in the FY2017 Budget as Enacted; however, the Department continues to
provide these services.

Supports Intensity Scale (SIS) Tier Savings (5844,570)

The Budget reduces general revenue by $844,570 ($1.4 million all funds) in FY2018 attributable to supports
intensity scale (SIS) changes. Through this initiative the Department will assess current beneficiary
eligibility determination for services. The Budget anticipates reductions in Tier Level funding for
approximately 96 individuals.

The SIS is a nationally-utilized interview process used to measure support needs of an individual with
intellectual disabilities in personal, work-related, and social activities. The SIS evaluation process creates
a framework to develop a supportive services plan to match funding sources with identified required needs.
The tiers are developed based on the results of the SIS assessment and generate funding allocations that
support areas such as: case management, day programming, employment services, transportation, training,
home health services, and assisted living supports.

Analyst Note: The FY2017 Budget as Enacted assumed $697,556 in general revenue savings (51.4 million all funds) in
FY2017. This savings represents the annualization of the FY2017 proposal.

Service Adjustments $250,000

The Budget includes an increase of $250,000 in general revenue ($500,000 all funds) in FY2018 to provide
services to individuals on a per-person basis above the annual approved program allocations.

The Department provides services to individuals with disabilities through a variety of programs. Providers
are paid for programming services that support individuals with I/DD in their home, community, day-
program centers, and supported employment programs.

Once an individual is determined eligible for services, they are assessed by social caseworkers using a SIS
evaluation tool. Funding allocations are assigned based on the results of the SIS evaluation and support is
provided in areas such as day programming services, employment services, transportation services, home
health services, and assisted living supports.

The Department consistently approves and spends between $5.0 million to $7.0 million per quarter for
supplemental services that that are provided to individuals, in addition to SIS assessed and annually
appropriated funding level allocations. The Department has implemented the use of a new SIS tool that
has demonstrated improve reliability of assessment results, thus more appropriately identifying individual
SIS programming allocations. This improvement will reduce the supplemental services now being allocated
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outside of the annual SIS funding levels. Some costs will shift to home and community-based services,
which assumes an increase of $3.0 million in general revenue in FY2018.

Enhanced Administrative Match (5208,000)

The Budget reduces general revenue by $208,000 and increases federal funds by $208,000 in FY2018
related to increased collections of federal matching funds for administrative functions at the Department.
This adjustment proposes to save general revenue administrative costs for current administrative functions
at the Department that are not being properly documented.

Electronic Case Management System $125,000

The Division will increase expenditures to include the ongoing maintenance costs for the implementation
of a new case management system expected to launch mid-year in FY2018. The operating cost is estimated
to be $125,000 in general revenue ($250,000 all funds) in FY2018.
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Governor’s Commission on Disabilities

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
Governor's Commission on Disabilities $429,998 $685,423 $778,020 S$92,597 13.5% $842,190 S$156,767 22.9%
Expenditures By Source
General Revenue $380,615 $412,547 $420,596 58,049 2.0% $454,938 542,391 10.3%
Federal Funds 29,456 228,750 298,064 69,314 30.3% 343,542 114,792 50.2%
Restricted Receipts 19,927 44,126 59,360 15,234 34.5% 43,710 (416) -0.9%
Operating Transfers from Other Funds - - - - - - - -
Grand Total $429,998 $685,423 $778,020 $92,597 13.5% $842,190 S5156,767 22.9%
Authorized FTE Levels 4.0 4.0 4.0 - - 4.0

The Governor’s Commission on Disabilities advocates for people with disabilities, expands economic
opportunities for businesses owned by or employing people with disabilities and their families, and
ensures that people with disabilities have access to government. The Commission is responsible for
coordinating compliance by state agencies with federal and state disability rights laws.

MAJOR ISSUES AND TRENDS FOR FY2018

The Budget for FY2018 includes $842,190, of which $454,938 is general revenue. This reflects an all
funds increase of $156,767 from the FY2017 Budget as Enacted. The increase reflects an additional
$114,792 in federal funds, an additional $42,391 in general revenues, and a decrease of $416 in restricted
receipts. The Budget provides 4.0 FTE positions in FY2017 and in FY2018, consistent with the enacted
level.

Governor's Commission on Disabilities General Revenue
FY2017 Enacted $412,547
Target and Other Adjustments 6,360
Personnel 32,438
Contracted Services 29,993
Independent Living Program (26,400)
FY2018 Enacted $454,938
Governor's Commission on Disabilities Other Fund Changes
Handicapped Accessibility Capital Projects Informational
Personnel $32,438

Salary and benefit adjustments increase general revenue funded personnel expenses by $32,438, reflecting
a switch of medical coverage to a family plan by one employee and statewide adjustments.

Contracted Services 529,993
The Budget adds $29,993 in general revenue, reflecting a net adjustment of various professional
contracted services including $22,361 for clerical services, and $6,803 for interpreter/translator services.

Independent Living Program (526,400)

The Budget decreases the general revenue state match for the Independent Living Program by $26,400,
but includes an increase of $114,792 in federal funds reflecting unexpended grant funds from the
FFY2014-2016 grant originally received by the Department of Human Services.
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Handicapped Accessibility Capital Projects (RICAP funds) Informational

All handicapped accessibility capital projects are consolidated into the Department of Administration to
improve project coordination and oversight; however, the Commission will still maintain a role in
determining and prioritizing specific handicapped accessibility projects. The project involves accessibility
renovations to State structures to comply with the federal Americans with Disabilities Act (ADA). The
project and funds were originally under the Governor’s Commission of Disabilities budget.

The Budget provides a total of $6.9 million in Rhode Island Capital Plan (RICAP) funds for ADA and
accessibility renovations at state buildings, including $1.0 million annually for the fiscal years 2017
through 2022. Expenditures prior to FY2017 total $885,087.
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Commission on the Deaf and Hard of Hearing

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures by Program Actual Enacted Revised Enacted Enacted Enacted
Commission on the Deaf and Hard of Hearing $455,950  $587,746 $565,650 (522,096) -3.8% $627,910 540,164 6.8%
Total $455,950  $587,746 $565,650 (522,096) -3.8% $627,910 540,164 6.8%
Expenditures By Source
General Revenue $406,634  $477,746 $435,650  (542,096) -8.8% $498,710 520,964 4.4%
Restricted Receipts 49,316 110,000 130,000 20,000 18.2% 129,200 19,200 17.5%
Total $455,950  $587,746 $565,650 (522,096) -3.8% $627,910 540,164 6.8%
Authorized FTE Levels 3.0 4.0 4.0 - - 4.0

The Commission on the Deaf and Hard of Hearing (CDHH) advocates and coordinates the promotion of
an environment in which deaf and hard of hearing persons in Rhode Island are afforded equal opportunity
in all aspects of their lives. The CDHH develops policy and recommends programs and legislation to
enhance cooperation and coordination among agencies and organizations that now serve, or have the
potential to serve, the deaf and hard of hearing.

MAJOR ISSUES AND TRENDS FOR FY2017 AND FY2018

In FY2016, the Commission on the Deaf and Hard of Hearing began a project, funded by restricted
receipts, to install an assistive listening system in the State House. The project entails installing and
upgrading assistive listening systems in the Governor’s State Room and public hearing rooms throughout
the State House in order to comply with Americans with Disabilities Act accessibility requirements. The
project is yet to be completed.

Funding is added in FY2018 to increase the salary for an Interpreter for the Deaf position. The FY2017
Enacted Budget included funding this position to increase accessibility for Commission staff working
with the public. According to the Commission, the formerly advertised salary was too low.

Commission on the Deaf and Hard of Hearing General Revenue
FY2017 Enacted $477,746
Target and Other Adjustments 81
Personnel 40,083
Contracted Services (19,200)
FY2018 Enacted $498,710
Commission on the Deaf and Hard of Hearing Other Funds Changes
Emergency and Public Communications Access Program $19,200
Personnel $40,083

The Budget adds $40,083 in general revenue in FY2018 to support personnel costs within the
Commission on the Deaf and Hard of Hearing. The FY2017 Budget as Enacted added 1.0 Interpreter for
the Deaf to increase accessibility for Commission staff working with the public. The FY2018 Budget
includes an increase of $23,240 to the salary for this position because, according to the Commission, the
$35,983 salary was too low to attract a qualified interpreter. Additionally, the increase also reflects
changes in planning values and benefits assumptions for existing staff.

Contracted Services (519,200)

In FY2018, the Budget decreases $19,200 in general revenue by shifting funds related to interpreting
services to the Emergency and Public Communications Access Program (EPCAP) restricted receipt

account.
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Emergency and Public Communications Access Program (restricted receipts) $19,200

The Emergency and Public Communications Access Program (EPCAP) seeks to improve emergency
communication and communication access within state departments, and to support emergency responder
training. Operations of this program are funded by an annual $80,000 transfer of restricted receipts from
the Public Utilities Commission (PUC) to the Emergency and Public Communications Access Fund.

The Budget increases funding from the EPCAP by $19,200, to $129,200 for FY2018. The increase in
funding is related to a shift in spending on interpreter services from general revenue to the restricted
receipt account. The Commission will charge qualifying interpreter services, previously funded by
general revenue, to the EPCAP restricted receipt account.
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Office of the Child Advocate

FY2016 FY2017 FY2017 Change from FY2018

Expenditures by Program Actual Enacted Revised Enacted Enacted Change from Enacted
Office of the Child Advocate  $654,839 $795,582 $690,155 ($105,427) -15.3% $926,120 S130,538 14.1%
Expenditure by Source

General Revenue $643,280 $650,582 $545,541 ($105,041) -19.3% $781,499 $130,917 16.8%
Federal Funds $11,559 $145,000 $144,614 (5386) -0.3% $144,621 (5379) -0.3%
Grand Total $654,839 $795,582 $690,155 ($105,427) -15.3% $926,120 $130,538 14.1%
Authorized FTE Levels 6.0 6.0 6.0 0.0% 8.0 2.0 25.0%

The Office of the Child Advocate (OCA) protects the legal, civil, and special rights of all children and
youth involved in the care of the Department of Children, Youth, and Families (DCYF). The Office
strives to improve conditions and circumstances through monitoring, compliance, and advocacy.

MAJOR ISSUES AND TRENDS FOR FY2018

The Budget funds the Office of the Child Advocate with a total of $926,120 in the FY2018 Budget,
including $781,499 in general revenues, an increase of $130,917 over the FY2017 Enacted Budget. The
increase is related to the addition of 2.0 FTE positions, increasing authorized levels from 6.0 FTEs to 8.0
FTEs over the FY2017 Enacted Budget.

Central Management

General Revenue

FY2017 Enacted $650,582
Targets and Adjustments 19,126
Personnel 111,791
FY2018 Enacted $781,499
Personnel $111,791

The Budget increases personnel funding for the Office of the Child Advocate by $111,791 in general
revenue to fund 2.0 additional FTEs in FY2018. These positions include 1.0 Case Management
Coordinator, and 1.0 Data and Policy Coordinator position.

The Case Management Coordinator will be funded through the federal grant the Office receives to
operate the Victims of Crime Act (VOCA) program. VOCA provides assistance to victims and their
families seeking support and services. The second FTE position will be funded with general revenue.

The Data and Policy Coordinator will be funded through general revenue to organize the Office’s data
collection, policy activities, and oversee the coordination of the Child Death Review Committee.
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Office of the Mental Health Advocate

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures by Program Actual Enacted Revised Enacted Enacted Enacted
Mental Health Advocate $545,220 $542,009 $549,273 57,264 1.3% $549,563 $7,554 1.4%
Expenditure by Source
General Revenue $545,220 $542,009 $549,273 5$7,264 1.3% $549,563 57,554  1.4%
Authorized FTE Levels 4.0 4.0 4.0 - 0.0% 4.0 - 0.0%

The Office of the Mental Health Advocate (OMHA) ensures the legal, civil, and special rights of people
with mental illness in Rhode Island. This includes providing legal representation at involuntary
commitment proceedings, monitoring procedures and policies at in-patient treatment facilities and
community-based mental health programs, proposing and evaluating legislation, and litigating civil rights
and treatment rights disputes. The Office also advocates for improvements in the Mental Health System
by monitoring and evaluating the quality of services available to clients of the mental health system. The
Office seeks to close gaps in the services and programs administered by mental health providers
including shortcomings in service related to emergency hospitalizations, psychiatric care for prison
inmates, and homelessness among individuals with chronic serious mental illness.

MAIJOR ISSUES AND TRENDS FOR FY2018

The FY2018 Budget includes $549,563 in general revenue, an increase of $7,554 over the FY2017
Enacted Budget. The increased expenditures are attributed to statewide benefit adjustments to personnel
costs and additional expenses for office supplies and equipment.

The Budget includes 4.0 FTE positions in FY2018, maintaining FY2017 enacted levels. The 4.0 FTE
positions include three staff attorneys and one administrative assistant.

Mental Health Advocate General Revenue
FY2017 Enacted $542,009
Targets and Adjustments 7,554
FY2018 Enacted $549,563
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Elementary and Secondary Education

FY2016 FY2017 FY2017 Change from FY2018 Change from

Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
Administration of the Comprehensive Education Strategy $216.3 $232.2 $233.3 S1.1 0.5% $227.7 (54.5) -1.9%
Central Falls School District 39.5 39.1 39.1 - 0.0% 39.9 0.8 2.0%
Davies Career and Technical Center 17.4 18.6 18.5 (0.1) -0.4% 233 4.7  25.3%
Rhode Island School for the Deaf 7.0 7.4 7.3 (0.1) -2.0% 7.4 (0.1) -0.9%
Metropolitan Career and Technical School 10.6 10.4 10.5 0.1 0.6% 11.8 1.3 12.7%
Education Aid 815.8 867.2 867.0 (0.2) 0.0% 910.8 43.6 5.0%
School Construction Aid 90.9 80.0 80.0 - 0.0% 80.0 - 0.0%
Teacher Retirement 91.6 99.1 100.2 1 1.2% 101.8 2.8 2.8%
Total $1,289.1 $1,354.0 $1,355.8 $1.9 0.1% $1,402.6 5$48.6 3.6%
Expenditures By Source

General Revenue $1,064.9 $1,112.8 $1,113.2 50.4 0.0% $1,161.1 548.2 4.3%
Federal Funds 191.3 206.2 207.6 1.3 0.7% 203.5 (2.7) -1.3%
Restricted Receipts 28.7 30.2 30.5 0.3 1.0% 304 0.2 0.8%
Other Funds 4.2 4.7 4.5 (0.2) -4.0% 7.6 29 61.0%
Total $1,289.1 $1,354.0 $1,355.8 $1.9 0.1% $1,402.6 $48.6 3.6%
Authorized FTE Levels 344.4 325.1 325.1 - 0.0% 325.1 - 0.0%

S in millions. Totals may vary due to rounding.

The Rhode Island Department of Elementary and Secondary Education, under the leadership of the Board
of Education, is responsible for a strategic plan defining goals and objectives for elementary and secondary
education; preparation and presentation annually of an educational budget for the Department of
Elementary and Secondary Education, subordinate boards and agencies, and State aid to local school
districts; approval of the basic subjects and courses of study to be taught, and instructional standards
required to be maintained in the public elementary and secondary schools of the State; and, adoption of
standards and qualifications for the certification of teachers and provision for the issuance of certificates.

MAJOR ISSUES AND TRENDS FOR FY2018

The Budget fully funds the seventh year of the education funding formula and provides funding for
categorical aid accounting for most of the $48.2 million general revenue increase in FY2018. Generally
the aid categories are level funded or reduced relative to the FY2017 Enacted Budget, only the Regional
Transportation, Early Childhood, and stabilization funds are increased. Other increases include $250,000
for the Advanced Coursework Network, and $2.6 million for teacher retirement. The increase in other
funds is due to changes in Rhode Island Capital Plan (RICAP) expenditures, including $3.7 million in
FY2018 to provide updated technology and infrastructure to train students in advanced manufacturing.

The Budget does not include additional support or new FTE positions for the new Early Learning and
English Learner positions at the Department; however, it is recommended that the positions be filled using
existing resources and the reclassification of current FTE positions.

ADMINISTRATION OF THE COMPREHENSIVE EDUCATION STRATEGY (ACES)

The Administration of the Comprehensive Education Strategy (ACES) program encompasses the offices
of Accelerating School Performance, Educator Excellence and Instruction Effectiveness, Fiscal Integrity
and Efficiencies, and Legal. Through these offices, RIDE provides leadership and support for the entire
elementary and secondary education system in Rhode Island.

The Budget provides 139.1 FTE positions in FY2017 and FY2018, consistent with the enacted level.
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Administration of the Comprehensive Education Strategy

General Revenue

FY2017 Enacted $20,555,594
Target and Other Adjustments 59,521

Agency-Wide Reduction (600,040)
Advanced Coursework Network 250,000
Turnover (183,655)
Interdepartmental Cost Allocation 112,487
Shift Personnel Costs to Indirect Cost Recovery (100,000)
High School Equivalency Test Fee Waiver 63,000
Computer Science (50,000)

Personnel Informational
Scholastic Aptitude Test (SAT) Informational
FY2018 Enacted $20,106,907
Administration of the Comprehensive Education Strategy Other Fund Changes
Council of Chief School Officers (restricted receipts) $800,000
Nellie Mae Grant (restricted receipts) 65,728
Agency-Wide Reduction (5600,040)

The Budget includes a 3.0 percent agency-wide reduction in general revenue of $600,040. The reduction
was proposed in the agency request as a way of reaching the imposed target and will occur in the non-
statutory, non-contractual portions of the budget. The specific areas of reductions are at the discretion of
the Commissioner. This reduction is prior to any application of the statewide savings included in the
budget.

Advanced Coursework Network $250,000

The Budget includes $250,000 in general revenue for the Advanced Coursework Network. The network is
an initiative offering advanced coursework options for Rhode Island students with the goal of expanding
access to opportunities that promote college and career readiness while they remain enrolled at their public
school. The Network is made up of Network Members and Network Providers. Network members include
schools and districts that voluntarily choose to offer the Advanced Coursework Network opportunities to
students. Network Providers include school districts, Rhode Island community-based organizations, and
higher education institutions that extend advanced coursework opportunities to Rhode Island students.
Course offerings include advanced math and science, world languages, dual/concurrent enrollment, and
career preparation coursework that results in the attainment of an industry-recognized certificate or
credential.

FY2017, the pilot year of the program, was funded with $600,000 in Permanent School Fund restricted
receipts and $300,000 Career and Technical Education (CTE) Funds. For FY2018, the Budget includes
$250,000 in general revenues, $300,000 in restricted receipts, and $200,000 in CTE funds.

Turnover (5183,655)

The Budget decreases salary and benefits funding by $183,655 to reflect an increase in turnover. Such
savings are generally realized by delaying the hiring of FTE positions.

Interdepartmental Cost Allocation $112,487

The Budget includes a $112,487 interdepartmental transfer representing 50.0 percent of the salary and
benefits of a Deputy Chief of Staff in the Governor’s Office who works on education policy issues. The
Budget includes interdepartmental cost allocations totaling $794,564 for staff in the Governor’s Office that
is charged against nine state agencies. The Budget Office states that these cost allocations reflect
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Governor’s Office staff support to assist these state agencies on various policy and program initiatives such
as Real Jobs RI, RhodeWorks, Reinventing Medicaid, and Justice Reinvestment Initiative, etc.

Shift Personnel Costs to Indirect Cost Recovery (5100,000)

Certain federal grants permit the Department to set aside a portion of the grant funds for personnel and/or
operating costs related to managing the grants. Based on revenue and expenditure projections for the
indirect cost recovery fund, the Department is projected to have a balance of approximately $200,000 in
FY2018. The Budget reduces general revenue funding to reflect a shift of $100,000 to indirect cost recovery
restricted receipts.

High School Equivalency Test Fee Waiver 563,000

The Budget provides $63,000 for fee waivers for the High School Equivalency test for individuals with
limited income who can prove financial hardship, as required in RIGL 16-63-18. To be eligible for a fee
waiver, an individual must have received at least a minimum passing score on the high school equivalency
practice test, or pertinent section of the test. According to the Department, 2,500 waivers were purchased
in FY2015 and have lasted though FY2017. However, the number of test takers has increased over the
previous two years. In FY2016, 839 test takers met the income requirement to qualify for the waiver. These
test takers took 2,617 practice subtests. Based on an average pass rate of the practice test of approximately
80.0 percent, the Department projects that 2,100 subtests will qualify for the waiver in FY2018. Each test
costs $30. The Department does not receive a reduced rate.

Computer Science (550,000)

The Governor’s recommendation included $260,000 in general revenue to increase access to computer
science courses across the State. The Budget reduces funding by $50,000 to reflect program spending
experience from FY2017. This program, enacted in FY2017, is being run through the Innovation Office at
Rhode Island College (RIC). As of May 15, 2017, RIC had received $208,000 in donations for a total of
$468,000 in funding, and had spent $310,382, including $201,382 in general revenue. The funds are being
used to provide professional development to teachers.

Personnel (2.0 FTE positions) Informational

The Department requested $300,000 to support 2.0 new FTE positions. The Budget does not include
additional support or new FTE positions for these positions; however, it is recommended that the positions
be filled using existing resources and the reclassification of current FTE positions.

= Early Learning: One position would support the early learning initiative as the third FTE dedicated to
the program. The Department’s strategic Plan identifies early learning as a priority. In FY2017, the
Early Childhood categorical provides $5.2 million for grants to free, high-quality pre-kindergarten
programs and general revenue funding is expected to increase with the phase-in of the funding formula.
Also, in 2015, the Department was awarded a federal grant to support the expansion of high-quality
pre-kindergarten programs; however, the grant does not provide funding for infrastructure to support
the expansion or the operations of the expanded program.

= English Learners (EL): One position would be an English Learner/World Language Leadership position
to support school district personnel in the implementation of proposed EL regulations and the growth
of world language and dual language offerings. The Council on Elementary and Secondary Education
is currently working to revise regulations governing the education of English Learners to reflect federal
guidelines and ensure that EL students are provided opportunities to achieve the same educational goals
as their peers.
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Scholastic Aptitude Test (SAT) Informational

The FY2017 Budget as Enacted included $500,000 in general revenue to make the Scholastic Aptitude Test
(SAT) and the Preliminary Scholastic Aptitude Test (PSAT) free for all students in Rhode Island. This
initiative is now estimated to cost $634,000 in FY2017 and FY2018; however, $134,000 in federal funds
will be used to meet the additional need in each fiscal year.

Currently, less than 60.0 percent of Rhode Island high school students take the SAT. The goal is to get
100.0 percent participation rate and to permit high schools to administer the test during the school day. The
intent is to start the college conversation with students earlier and to remove barriers to increase college
participation rates.

Restricted Receipt Changes $865,728

The Budget includes a net increase of $865,728 in new restricted receipt grant funding, including the
following:

»  Council of Chief State School Officers Grant: The Budget provides $2.0 million in restricted receipts
over three years for a new grant to improve career readiness and postsecondary attainment for all Rhode
Island youth, including $100,000 in FY2017 and $800,000 in FY2018. Rhode Island is one of only ten
states nationally to receive a Phase Two New Skills for Youth (NSFY) grant. The grant, part of the
$75.0 million New Skills for Youth initiative, is aimed at strengthening career-focused education
starting in high school and ending with postsecondary degrees or credentials aligned with high-skill
jobs. Receipt of the grant is a commitment by the State of Rhode Island to improve the career readiness
and postsecondary attainment of all Rhode Island youth to prepare them with the skills they need to get
jobs.

* Nellie Mae Grant: The Budget adds $65,728 in new restricted receipt grant funds from Nellie Mae to
support high quality, proficiency-based learning and ensure the successful implementation of the new
Secondary School Regulations. The $131,455 grant runs from January 1, 2017, to December 31, 2017,
and will be used primarily to support the development of 100 key educators into Rhode Island Learning
(RIL) Champions. The RIL Champions will develop exemplar graduation proficiencies and
performance indicators, sample scoring criteria, and assessment task models. Each RIL Champion will
receive $500 for their efforts and RIDE will cover substitute costs, up to $500, for the school districts
impacted. The grant will also cover mileage reimbursement for RIDE staff and other expenses such as
meeting supplies and printing costs.

CENTRAL FALLS SCHOOL DISTRICT

The State of Rhode Island assumed control of the Central Falls School District in 1991 when it was
determined that the City of Central Falls could not afford to meet its contractual, legal, and regulatory
obligations related to school funding because its tax base had sustained little or no growth over several
years. Since FY1993, the State has been responsible for 100.0 percent of the education expenditures for
the Central Falls School District.

Since FY2012, Central Falls has been funded according to the education funding formula. The Budget
provides $39.4 million for the Central Falls School Department in FY2018. This includes the formula
distribution as well as $6.8 million in funding through the Central Falls Stabilization Fund, excluding aid
received through other education aid categories. (See Education Aid in the Special Report section of this
publication for further detail.)
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Central Falls General Revenue
FY2017 Enacted $39,100,578

Target and Other Adjustments -

Funding Formula Adjustment (1,193,381)
Central Falls Stabilization 1,971,170
FY2018 Enacted $39,878,367
Funding Formula Adjustment (51.2 million)

Since FY 1993, the State has been responsible for 100.0 percent of the education expenditures for the Central
Falls School District; however, beginning in FY2012, the district’s state funding has been determined
through the new funding formula. In FY2018, the district will receive a reduction of $1.2 million in funding
formula aid; however, the stabilization aid and other categorical aid provide for a net increase of $633,347
over the previous fiscal year.

Central Falls Stabilization $2.0 million

The Budget funds this category at $6.8 million in FY2018, an increase of $2.0 million from the enacted
level. Central Falls schools are currently 100.0 percent state funded, with the State providing both the local
and state contributions calculated through the formula. Generally, the costs outside the foundation aid
formula, such as transportation, facility maintenance and retiree health benefits, are paid by the district.
This program was created due to concerns regarding the city's capacity to meet the local share of education
costs. Previously the statute required Central Falls to pay its share of the local contribution prior to
receiving stabilization funds. However, the 2012 General Assembly amended the statute to provide for an
annual review of the respective shares and to allow stabilization funds to be provided without the district
having to pay the entire local share as determined from the education funding formula. Although Central
Falls has been working with the Department to reduce expenditures over the last several years, the district
has not been able to reduce costs enough to keep pace with the phase in of the funding formula. Also,
charter school tuitions have been increasing resulting in a corresponding increase in district expenses.
Consequently, the stabilization fund has been used to replace aid lost through the implementation of the
funding formula and local payments to public schools of choice. To date, Central Falls has been unable to
absorb any educational costs.

DAVIES CAREER AND TECHNICAL CENTER

The Davies Career and Technical School provides a high school education program in occupational areas
for students in grades nine through twelve. The school provides an integrated academic and vocation
curriculum with up-to-date technology programs to provide a solid foundation for students entering
postsecondary education or the community. Davies operates as a local education agency and is governed
by a Board of Trustees.

The Budget provides $13.4 million in general revenue funding for the Davies Career and Technical School,
an increase of $767,965 from the FY2017 Budget as Enacted. This includes $3.0 million for the Davies
Stabilization Fund. (See Education Aid in the Special Report section of this publication for further detail.)

The Budget includes 126.0 positions in FY2017 and FY2018 for the program, consistent with the FY2017
Budget as Enacted.
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Davies Career and Technical School General Revenue
FY2017 Enacted $12,590,093

Target and Other Adjustments -

Davies Stabilization Fund 1,618,423
Funding Formula Adjustment (850,458)
FY2018 Enacted $13,358,058
Davies Career and Technical School Other Funds
Advanced Manufacturing Program (RICAP funds) $3,650,000
Davies Stabilization Fund $1.6 million

Article 11 of the FY2017 Budget as Enacted established a stabilization fund to provide additional support
to Davies for costs associated with a stand-alone high school offering both academic and career and
technical coursework. The Budget provides an additional $1.6 million ($3.2 million total) in FY2018 to
offset decreases in aid through the phase-in of the funding formula; increases in state retirement expenses,
since the teachers at Davies are part of the state system; and the losses in revenues associated with the per-
pupil reduction in local tuition rates.

Funding Formula Adjustment (5850,458)

The Davies School receives funding from state and federal sources; however, beginning in FY2012, it
receives its State funding as determined through the new funding formula. In FY2018, the Davies School
will receive a reduction of $850,458 in funding formula aid. Instead of being entirely State funded, the
sending districts now pay a portion of the tuition for each student from their district. Furthermore, Davies
is now responsible for the cost of transporting students to and from their sending districts. The estimated
cost for transportation is about $600,000 in FY2018.

Advanced Manufacturing Program (RICAP funds) $3.7 million

The Budget includes $3.7 million in Rhode Island Capital Plan (RICAP) funds to provide updated
technology and infrastructure to train students in advanced manufacturing. The investments will be guided
by the needs of the industry. Davies is located in Lincoln, Rhode Island, and currently serves 817 students
from around the State. To date, a strategic plan has not been developed; however, the plan will be informed
by the Davies Board of Trustees and manufacturing industry leaders and led by the Davies School Director
and the leader of the new Advanced Manufacturing Center at Davies. A new FTE position was not
requested or provided in the Budget; however, as of March 6, 2017, Davies had 12.0 FTE vacancies.

RHODE ISLAND SCHOOL FOR THE DEAF

The Rhode Island School for the Deaf is a public school which offers educational programs to
approximately 160 deaf and hard of hearing youth (and their families) from birth through age 21 in the
elementary program, junior and senior high school, and early intervention and preschool programs.

The Budget provides $6.3 million in general revenue funding for FY2018, and 60.0 FTE positions in
FY2016 and FY2017 for the program. The funding represents an increase of $33,235, and the FTE positions
are consistent with FY2017 Budget as Enacted.

School for the Deaf General Revenue
FY2017 Enacted $6,326,744
Target and Other Adjustments 33,235

Turnover (90,000)
FY2018 Enacted $6,269,979
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Turnover (590,000)

The Budget decreases salary and benefits funding by $90,000 to reflect an increase in turnover. Such
savings is generally realized by delaying the hiring of FTE positions.

METROPOLITAN CAREER AND TECHNICAL SCHOOL

The Metropolitan Career and Technical School (Met School) is a career and technical public school district
with two campuses in Providence and a third in Newport. It provides a comprehensive education which
includes internships, individual learning plans, advisory, and a college transition program for students in
grades nine through twelve.

The Budget provides $9.3 million in general revenue funding for the Met, level funded with the FY2017
Budget as Enacted. This includes $759,796 for the Met School Stabilization Fund. The Met School is
governed by a board, appointed by the Board of Education but operated independently. Also, unlike Davies,
the employees at the Met School are not state employees. (See Education Aid in the Special Report section
of this publication for further detail.)

Metropolitan Career and Technical School General Revenue
FY2017 Enacted $9,342,007

Target and Other Adjustments -

Funding Formula Adjustment (627,280)
Met School Stabilization Fund 627,280
FY2018 Enacted $9,342,007
Funding Formula Adjustment (5627,280)

The Met School was formerly 100.0 percent state funded; however, beginning in FY2012, it received its
general revenue funding through the new funding formula. In FY2018 the Met School will receive a
reduction of $627,280 in funding formula aid. Sending districts pay a portion of the tuition for each student
from their district. Furthermore, the Met School is now responsible for the cost of transporting students to
and from their sending districts and will no longer be reimbursed by sending districts for transportation
costs. Generally, the school provides RIPTA passes to students; however, due to the lack of RIPTA services
available to students in Woonsocket, the school contracts for bus service for those students. The total
estimated cost to the school is about $177,000 annually.

Met School Stabilization Fund $627,280

Article 11 of the FY2017 Budget as Enacted established a stabilization fund to provide additional support
to the Met School for costs associated with a stand-alone high school offering both academic and career
and technical coursework. The 627,280 increase over the enacted budget ($759,796 total) provided in
FY2018 is to offset the loss in revenues caused by the per-pupil reduction in local tuition rates and provide
a zero net impact on funding relative to FY2017.

EDUCATION AID

The Department provides direct support to schools and school districts, including charter and state-owned
schools through this program. This program also provides funding for group home beds, non-public
textbook reimbursement, state-level professional development, the early childhood demonstration pilot
project, state E-rate reimbursement, and the state’s share of the school breakfast program.
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Education Aid General Revenue
FY2017 Enacted $845,855,695

Target and Other Adjustments -
Year 7 Funding Formula 44,156,985

Categorical Aid 958,275
Group Home Aid (688,863)
Charter School Growth Informational
FY2018 Enacted $890,282,092
Year 7 Funding Formula $44.2 million

The FY2018 Budget includes an additional $44.2 million to fund the seventh year of the funding formula,
for a total of $859.3 million, for all the school districts except Central Falls, which is included as a separate
budget program, and the state schools.

The funding increase for the seventh year of the education funding formula for all school districts, charter
schools, Davies Career & Technical School (Davies), and the Metropolitan Career and Technical School
(Met) totals $41.5 million. The difference is due to the decrease in funding to Central Falls ($1.2 million),
Davies ($850,458), and the Met ($627,280) in FY2018 relative to the FY2017 enacted level.

The Education Adequacy Act (2010-S-2770, Substitute A as Amended) provided a new school funding
formula that creates a single methodology for distributing state aid to all public schools. The core principle
behind the formula is that state funding should follow the student; therefore, distribution could change
annually based on shifts in enrollment. There are no changes in funding methodology for the School for the
Deaf, since it is an education program that already has a state, federal and local share.

The formula establishes a per-pupil spending amount ($9,163 in FY2018) and allocates this funding based
on student enrollment. The formula also includes a single factor to adjust the core foundation amount to
address the effects of poverty and other factors influencing educational needs. The high need student
weight, or student success factor, increases the core foundation amount by 40.0 percent, ($3,665 in FY2018)
for each student eligible for free or reduced lunch. The formula accounts for local revenue generating
capacity and overall poverty level by using the EWAV (Equalized Weighted Assessed Valuation) and the
concentration of pre-kindergarten through sixth grade students eligible for free or reduced price lunch.

Article 11 of the FY2017 Budget as Enacted changed the threshold for the high-need student weight to a
family income at or below 185.0 percent of the federal poverty guidelines. The change is in response to
the United States Department of Agriculture no longer requiring districts to collect eligibility data. Since
this income level is the same threshold as that used for the free or reduced lunch program, the Department
of Elementary and Secondary Education (Department) does not anticipate a change in the eligibility
numbers.

The Act includes a multi-year transition plan to ease districts into the new formula, allowing time to adjust
for gains or losses in education aid. The plan provides a transition period of ten years for those districts
projected to receive less school aid than they did through the aid distribution in FY2011, and seven years
for those districts projected to receive more aid. (See Education Aid in the Special Report section of this
publication.)

Categorical Aid $958,275

When the education funding formula was passed in 2010, five categorical funds were identified that would
not be distributed according to the formula, but according to other methodology to address the priorities
and funding needs of the districts. These categories include Transportation, High-Cost Special Education,
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Career & Technical Education, Early Childhood, and the Regionalization Bonus. Article 11 of the FY2017
Budget as enacted added two new aid categories: English Learners and Density Fund. (The Central Falls,
Davies and Met School Stabilization Funds are addressed in the relevant sections of this analysis.)

The FY2018 Budget includes funding for all of these categories.

Transportation: This fund provides funding FY2018 Enacted Categorical Education Aid

for transporting students to out-of-district, Cat cal Ch:ngetf r;m Total Fundl

non-public schools and for 50.0 percent of the alegorica . hacte ota’ runding
. . . Transportation 0.5 $6.8

local costs associated with transporting ,

tudents withi ional school districts. Th Early Childhood 1.1 6.2
students wi l,n regional school distric S 'e High-Cost Special Education - 4.5
program provides for a pro-rata reduction in ", e Tech. Schools . 45
reimbursements to districts based on available glish Learners . 25
funding. The Budget funds this category at pypjic school Choice Density (0.6) 0.9
$6.8 million in FY2018, reflecting an increase  Regionalization Bonus _ -
of $460,000 in regional transportation relative  Total $1.0 $25.5
to the FY2017 Budget as Enacted. S in millions. Totals may vary due to rounding.

Early Childhood Education: This fund is designed to increase access to voluntary, free, high-quality
pre-kindergarten programs. The funds will be distributed through a request for proposals process
targeting communities in three tiers, with the first tier having the highest concentration of children at
risk for poor educational outcomes. The Budget funds this category at $6.2 million in FY2018, an
increase of $1.1 million over the FY2017 Budget as Enacted. The additional funds are needed as a
match to the third year of the federal Pre-Kindergarten Expansion grant ($6.0 million).

High-Cost Special Education: This fund reimburses districts for instructional and related services
provided to a student pursuant to an Individual Education Plan (IEP). The State reimburses costs that
exceed five times the combined core instruction and student success factor funding (currently $64,141
for FY2018). The program provides for a pro-rata reduction in reimbursements to districts based on
available funding. The Budget funds this category at $4.5 million in FY2018, level with the FY2017
Budget as Enacted.

Article 11 of the FY2017 Budget as Enacted required the Department to collect data on those
educational costs that exceed four times the core foundation amount. Based on information received
from the Department, lowering th

e threshold to four times the core foundation amount would cost $10.2 million more based on FY2017
reimbursements.

Career and Technical Schools: This fund contributes toward the initial investment needed to transform
existing programs or create new programs and the costs associate with facilities, equipment
maintenance and repair, and supplies associated with higher-cost programs at career and technical
schools. The Budget funds this category at $4.5 million in FY2018, level with the previous year. In
FY2017,$1.0 million was added to provide a grant to the Career and Technical Trust/Board to distribute
to career and technical programs in the State based on the Discretion of Trust/Board. This was a one-
time grant.

Previously, the Department recommended criteria for the allocation of funds appropriated to this
categorical program by the General Assembly. Article 11 of the FY2017 Budget as Enacted
empowered the Department to develop the criteria for the distribution of funds.
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= English Learners: Article 11 of the FY2017 Budget as Enacted established a categorical fund for
English Learners (EL). The fund provides additional aid of 10.0 percent of the per-pupil core
instruction amount for each qualified EL student. This additional aid is then multiplied by the state
share. When the article was originally enacted, the additional the per-pupil weight was $898 for each
identified English learner. In FY2018, the per-pupil weight increases to $916, to reflect 10.0 percent
of the $9,163 core instruction amount. This amount is then multiplied by the state share ratio. The
formula is provided below.

(Per-pupil core instruction amount x number of EL students) x 10.0 percent x state share ratio =
additional state support per EL student

This support is then ratably reduced based on the total amount appropriated.

The Article restricted the funds to provide new services to EL students and required that the funds be
managed in accordance with requirements enumerated by the Commissioner. The Article also required
the Department to collect performance reports and approve the use of funds prior to expenditure to
ensure the funded activities align to innovative and expansive activities. Distribution is subject to a
pro-rata reduction based on the funds available. The Budget provides $2.5 million in FY2018, level
with the previous fiscal year and approximately one-half of the estimated full funding amount.

= Public School of Choice Density Aid: Article 11 of the FY2017 Budget as Enacted established a new
category of state aid for districts where 5.0 percent or more of the average daily membership enrolls in
a public school of choice, such as Davies, the Met, or a charter school. Such districts receive an
additional $175 in FY2017, $100 in FY2018, and $50 in FY2019 for each student attending a public
school of choice. The per-pupil amount is intended to offset costs that must be paid by a sending district
even though students are attending a different school. Examples of such costs include heating, lighting,
accounting services, teachers, and building administrator. While these costs can sometimes be reduced
when enrollment declines are concentrated in specific schools or classrooms, public school of choice
enrollment are generally scattered across schools and grades within a district. In FY2018, the Budget
includes $938,900 in density aid to be divided among six qualifying communities: Central Falls,
Cumberland, Lincoln, Pawtucket, Providence, and Woonsocket. This represents a decrease of
$553,325 from the FY2017 Budget as Enacted.

= Regionalization Bonus: This fund provides a bonus to regionalized districts and those that regionalize
in the future. In the first year, the bonus is 2.0 percent of the State’s share of the total foundation aid.
In the second year, the bonus is 1.0 percent of the State’s share and in the third year the bonus phases
out. The program provides for a pro-rata reduction in reimbursements to districts based on available
funding. The Budget provides no funding in FY2018, the seventh year of funding for the regionalized
districts, since no new regional districts have been formed. This represents level funding from the
FY2014 Budget as Enacted.

Group Home Aid (5688,863)

The Group Home aid category was created by the General Assembly in 2001 to provide state support to
districts hosting group homes in exchange for relieving the resident sending district of financial
responsibility for students placed in group homes. When enacted, the Act maintained the current funding
for group homes as a categorical grant program, and providing $15,000 annually per bed, except for group
home beds associated with Bradley Hospital Children’s Residential and Family Treatment (CRAFT)
Program, which received $22,000 per bed. Through Article 11 of the FY2017 Budget as Enacted, the per-
bed aid increased by $2,000 for a total of $17,000 per bed, except for beds associated with the Bradley
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Hospital Children’s Residential and Family Treatment (CRAFT) Program, which increased by $4,000 for
a total of $26,000 per bed.

The FY2018 Budget includes $4.1 million to fund group home beds. This is $688,863 less than the FY2017
Budget as Enacted. This adjustment represents the most recent update on the number of group home beds
per district and the decrease required pursuant to RIGL 16-7-22(1)(ii) to reduce the average daily
membership of a district by the number of group home beds used in the group home aid calculation.

Charter School Growth Informational

The FY2018 Budget includes $84.2 million in education funding formula aid for public charter schools, an
increase of $8.9 million from the FY2017 Budget as Enacted. In FY2018, charter school growth is almost
fully transitioned; consequently, increases in charter school aid are fully offset by dollar-for-dollar
decreases in aid to the sending communities. However, there is a small transitional value for overfunded
sending districts, primarily Central Falls. In FY2018, this transitional value is less than $500,000 and will
phase out toward the end of the transition period in FY2021.

In FY2018, the following charter school growth is scheduled:

= Achievement First, which is located in Providence and enrolls 720 students from Cranston, North
Providence, Providence and Warwick, will add a fifth grade, and a third grade (180 new students).

= Beacon Charter High School for the Arts, Founders Academy, which is located in Woonsocket and
enrolls 321 from around the State, will add a eighth grade to the middle school established in FY2016
(45 new students).

= Blackstone Academy, which is located in Pawtucket and enrolls 301 students from Central Falls,
Pawtucket, and Providence, will expand its capacity within the current high school model (50 new
students).

= Highlander, which is located in Providence and enrolls 532 students, will expand capacity (40 new
students).

= Hope Academy, which is located in Providence and enrolls 108 students from North Providence and
Providence, will add a third grade (36 new students).

=  Nowell Academy, which is currently located in Providence and enrolls 160 high schools students, will
add a third site in Warwick (80 new students).

= RIMA - Blackstone Valley Prep, which is located in Cumberland and currently enrolls 1,641 students,
will add a second, sixth, and twelfth grade (284 new students).

= RISE Mayoral Academy, which is currently located in Woonsocket and enrolls 95 students from
Woonsocket, North Smithfield, and Burrillville, will add a second grade (55 new students).

= Southside Elementary, which is located in Providence and enrolls 72 students from Providence, will
add a third grade (24 new students).

SCHOOL CONSTRUCTION AID

In 1960, the school housing aid program was enacted by the General Assembly to guarantee adequate school
facilities for all public school children in the state, and to prevent the cost of constructing and repairing
facilities from interfering with the effective operation of the schools. Applications for aid to support the
construction and renovation of school buildings are submitted to and evaluated by the Rhode Island
Department of Elementary and Secondary Education (RIDE). State aid is provided for approved projects

TOC



158 | 2018 BUDGET AS ENACTED

based on a percentage of cost. The percentage provided by the State to the school district is determined
based on a share ratio designed to measure a community’s need. For FY2018, the minimum state share is
35.0 percent for school districts and the maximum is 96.7 percent for Central Falls: the state share for
charter schools is 30.0 percent.

The 2010 General Assembly passed legislation increasing the minimum share ratio from 30.0 percent in
FY2011 to 35.0 percent in FY2012 and to 40.0 percent in FY2013. The 2012 General Assembly froze the
reimbursement rate at 35.0 percent, but provided that projects completed after June 30, 2010, that received
approval from the Board of Regents by June 30, 2012, receive the 40.0 percent minimum.

The 2011 General Assembly enacted legislation limiting the approval of new projects between FY2012 and
FY2015, to those necessitated by immediate health and safety reasons. Any project requested during the
moratorium must be reported to the chairs of the House and Senate Finance Committees. Any project
approval granted prior to the adoption of the school construction regulations in 2007, which is currently
inactive, did not receive voter approval, or has not been previously financed, is no longer eligible for
reimbursement. Article 22 of the FY2015 Budget extends the moratorium from June 30, 2014, to May 1,
2015, limiting the approval of new projects between FY2012 and FY2015 to those necessitated by
immediate health and safety conditions.

As part of the 2011 legislation, RIDE was charged with developing recommendations for further cost
containment strategies in the school housing aid program. The following recommendations were submitted
on March 22, 2012:

= Establish capital reserve funds on the state and local level.
» Reduce the minimum share ratio.

= Limit costs associated with bonding by
establishing a mechanism to allow  School Bond Refinancing Incentive Estimated Savings Summary

districts with poor bond ratings to borrow Municipality Local Savings State Savings Total Savings
at a lower interest rate, reduce the State’s Burrillville 5391,582 597,896 5489,478

. . Central Falls 485,690 121,423 607,113
reimbursement rate on interest, and - o no 392,456 98,136 490,592
provide incentives for districts to . oo 41,684 10,421 52,105
refinance bonds. Lincoln 1,590,165 397,541 1,987,706
Article 13 of the FY2014 Budget as Enacted New Sh_oreham 329,114 82,278 411,392
provided an incentive to communities to North Kingstown 419141 104785 223,926
o K North Providence 492,390 123,098 615,488
refinance existing school housing bonds by _ =\ 44,094 11,023 55117
allowing communities to receive 80.0 percent  pgtsmouth 208,533 52,135 260,668
of the total savings, instead of distributing the providence 5,854,680 1,463,670 7,318,350
savings based on the state share ratio. The South Kingstown 232,603 58,151 290,754
increased savings to the communities would Tiverton 753,270 188,317 941,587
only apply to refinancing done between July ~West Warwick 525,572 131,393 656,965
1, 2013, and December 31, 2015. The table Woonsocket 728,129 182,083 210,212
Total Savings $12,489,103 $3,122,350 $15,611,453

shows the estimated savings realized through
the incentive.

For FY2018, the Budget provides $80.0 million, level funded with the FY2017 Budget as Enacted. For
FY2018, the Department projects expenditures of $70.9 million in school housing aid, level funded with
the FY2017 Budget as Enacted; however, pursuant to law the surplus must be deposited into the School
Building Authority Capital Fund.
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School Construction Aid General Revenue
FY2017 Enacted $80,000,000

Target and Other Adjustments -
School Building Authority Capital Fund Informational

FY2018 Enacted $80,000,000
School Building Authority Capital Fund Informational

Article 9 of the FY2016 Budget as Enacted designated the Department of Elementary and Secondary
Education (Department) as the State’s School Building Authority and charged the Department with
implementing a system of state funding for school facilities, managing the school housing aid program, and
developing a project priority system. The Authority oversees two distinct funding mechanisms for school
facilities: the Foundation Program, as enumerated in RIGL 16-7-35 through 16-7-47, and the School
Building Authority Capital Fund (Capital Fund), as created through the article. The FY2016 budget added
1.0 FTE position to the Department for a new construction manager to assist in developing procedures for
the proposed Capital Fund. In FY2016, the Department received a one-time, pass-through appropriation of
$20.0 million in new general revenue to capitalize the Capital Fund, which is held in trust and administered
by the Rhode Island Health and Education Building Corporation (RIHEBC). For FY2018, the Budget
provides $9.1 million in general revenue to capitalize the Capital Fund, consistent with the FY2017 Budget
as Enacted.

TEACHER RETIREMENT

Since 1949, all teachers are required to become members of the State Retirement System. The State pays
40.0 percent of the employer’s share of the retirement contribution each year. These funds, which
are actuarially determined annually, are appropriated to the Department of Education for transfer to the
State Retirement Fund.

On November 17, 2011, the General Assembly passed the Rhode Island Retirement Security Act of 2011
(RIRSA) to reform the state and local pension systems. The Act introduces a hybrid pension structure for
all except public safety employees and judges, to shift risk to the employee by combining the attributes of
both the defined benefit and defined contribution plans.

Teacher Retirement General Revenue
FY2017 Enacted $99,076,582

Target and Other Adjustments -

Defined Benefit Plan 2,713,534
Defined Contribution Plan 43,870
FY2018 Enacted $101,833,986
Defined Benefit Plan $2.7 million

The Budget provides total funding of $98.0 million for the State’s contribution to the teacher retirement
defined benefit plan, reflecting a net increase of $2.7 million from FY2017 Budget as Enacted. The
employer contribution rates are actuarially determined annually, and appropriated to the Department of
Education for transfer to the State Retirement Fund. For teachers the State pays 40.0 percent of the
employer contribution.

Defined Contribution Plan 543,870

The Budget provides $3.9 million in general revenue for the State’s share of the contribution to the new
defined contribution portion of the hybrid pension system, reflecting a net increase of $43,870 from FY2017
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Budget as Enacted. The plan includes a mandatory 5.0 percent employee and 1.0 percent employer
contributions. For teachers the State pays 40.0 percent of the employer contribution.

CAPITAL PROJECTS

The Budget includes a total of $7.2 million in capital expenditures from Rhode Island Capital Plan (RICAP)
funds in FY2018 and $4.0 million in FY2017, including:

= $3.7 million in FY2018 for the advanced manufacturing program at Davies Career and Technical
School.

*  $2.2 million in FY2018 and $958,996 in FY2017 to replace and repair the HVAC system for five
buildings at the MET School’s Peace Street and Public Street campuses.

=  $1.0 million in FY2018 and $23,808 in FY2017 to replace and repair the HVAC system at the Davies
Career and Technical School.

= $2.3 million in FY2017 for capital repairs at two career and technical schools (Warwick, and
Woonsocket).

TOC



DEPARTMENTAL SUMMARIES | 161

Public Higher Education

FY2016 FY2017 FY2017 Change from FY2018  Change from

Expenditures By Program Spent Enacted Revised Enacted Enacted Enacted
Office of Postsecondary Commissioner $26.8 $30.4 $32.4 $2.0 6.7% $42.5 $12.1  39.8%
University of Rhode Island 734.1 777.3 763.8 (13.5) -1.7% 777.3 (0.0) 0.0%
Rhode Island College 1711 186.7 182.1 (4.6) -2.4% 199.1 12.4 6.7%
Community College of R.I. 150.3 167.0 156.9 (10.1) -6.0% 161.3 (5.7) -3.4%
Total $1,082.2 $1,161.3 $1,135.2 ($26.1) -2.2% $1,180.1 5$18.8 1.6%
Expenditures By Source

General Revenue $180.9 $196.4 $198.4 S2.1 1.1% $220.9 $24.5 12.5%
Federal Funds 15.3 14.3 14.9 0.6 4.0% 13.9 (0.4) -2.6%
Restricted Receipts 0.6 1.0 1.5 0.5 48.4% 2.2 1.2 112.6%
Other Funds 885.4 949.6 920.4 (29.2) -3.1% 943.1 (6.5) -0.7%
Total $1,082.2 $1,161.3 $1,135.2 (526.1) -2.2% $1,180.1 518.8 1.6%
Third Party Funded FTE 745.8 745.8 745.8 - 0.0% 739.8 (6.0) -0.8%
Authorized FTE Levels 3,513.4 3,551.0 3,551.0 - 0.0% 3,567.0 16.0 0.5%
Total 4,259.2 4,296.8 4,296.8 - 0.0% 4,306.8 10.0 0.2%

S in millions. Totals may vary due to rounding.

The major responsibilities of the Board of Education (Board), pertaining to higher education, include the
governance of public institutions of higher learning and the regulation of proprietary schools; the
preparation of a public higher education budget and capital development program; and the development
of policies in pursuit of the primary goals of excellence, opportunity and access, diversity and
responsiveness, coordination and accountability in public higher education.

The system of public higher education consists of three major institutions located at eight different
campuses across the State of Rhode Island: the University of Rhode Island (URI), Rhode Island College
(RIC), and the Community College of Rhode Island (CCRI).

Prior to January 1, 2013, higher education in Rhode Island functioned under the direction of the Board of
Governors for Higher Education. The FY2013 Budget as Enacted established a new Board of Education
consisting of 11 members, appointed by the Governor with the advice and consent of the Senate. The
Board of Governors for Higher Education and the Board of Regents for Elementary and Secondary
Education were abolished as of January 1, 2013.

The FY2015 Budget as Enacted established the Council on Postsecondary Education, which has duties
and responsibilities per RIGL 16-59-1 and 16-59-4, much the same as the former Board of Governors for
Higher Education.

MAJOR ISSUES AND TRENDS FOR FY2018

The FY2018 Budget includes total funding of $1,180.1 million, representing an increase of $18.8 million
(1.6 percent) over the FY2017 Budget as Enacted, including a general revenue increase of $24.5 million
(12.5 percent).

The Board of Education voted to allow institutions to increase tuition and fees in FY2018 by a maximum
of 7.0 percent, the second increase in the last five years. In FY2016, tuition increased at all three schools
for the first time in three years; however, in FY2017, there was no tuition increase.

Article 3 of the FY2018 Budget establishes the Rhode Island Promise Scholarship program to provide
students with two years of tuition and mandatory fees at the Community College of Rhode Island (CCRI),
less federal and all other financial aid available to the recipient. In order to build a highly educated and
skilled workforce, the article aims to increase the number of students enrolled at the College and the
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number of students who complete their degrees on time by removing financial barriers. The scholarship
program provides two years of tuition and mandatory fees to students CCRI with no income restrictions.
Students are required to maintain a 2.5 or higher grade point average. Other costs, such as room and
board, textbooks, meal plans, or travel are not included.

Tuition and Fees

Actual tuition and fee rates, by institution, along with a projection for FY2017 and FY2018, are shown in
the graph below.

In-State Undergraduate Tuition & Fees

$16,000 - Tuition Rate Freeze at FY2013 Levels
$14,000 - { \‘
$12,000 -
$10,000 -
$8,000 -
$6,000 -
$4,000 -
$2,000 -
$0 -
FY2009 FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018
®URI mRIC mCCRI
URI FY2014 FY2015 FY2016 FY2017* FY2018 Change from FY2017
In-State Tuition $10,878 $10,878 $11,128 $11,128 $12,002 5874 7.9%
Out-of-State Tuition 26,444 26,444 27,118 27,118 28,252 1,134 4.2%
Mandatory Fees 1,572 1,628 1,734 1,756 1,790 34 1.9%
Tuition & Fee Revenue 265,448,401 278,399,179 290,235,215 296,809,960 311,495,533 14,685,573 4.9%
RIC
In-State Tuition $6,530 $6,530 $7,118 $7,118 $7,637 S519 7.3%
Out-of-State Tuition 17,228 17,228 18,779 18,779 20,150 1,371 7.3%
Mandatory Fees 1,072 1,072 1,079 1,088 1,139 51 4.7%
Tuition & Fee Revenue 66,058,085 66,087,376 70,074,560 70,194,746 74,983,706 4,788,960 6.8%
CCRI
In-State Tuition $3,624 $3,624 $3,950 $3,950 $4,148 5198 5.0%
Out-of-State Tuition 10,256 10,256 11,180 11,180 11,740 560 5.0%
Mandatory Fees 326 326 316 316 416 100 31.6%
Tuition & Fee Revenue 53,028,803 51,694,330 52,071,850 52,372,909 53,434,485 1,061,576 2.0%

! The increase for URI includes $2.8 million for on-line program revenue.
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At CCRI the mandatory fees increase by $100, or 31.6 percent. This is primarily the result of an effort to
reduce obstacles in the application process. A $50 increase in the per-semester registration fee for full-
time students, $100 annually, is proposed to offset the decrease in revenues caused by the elimination of
the one-time $20 Application Fee and the $40 Accuplacer Fee, which are pre-enrollment fees that are not
covered by financial aid. The registration fee can be paid with financial aid resources. Also, the
application fee can be an obstacle to registration because the majority of applications are submitted on-
line requiring a credit or debit card to pay the fee: not all potential CCRI students have a credit or debit
card to pay the fee on-line. Similarly, the testing fee is paid up front, eliminating the fee is intended to
encourage more students to apply. The proposal also eliminates the $40 graduation fee.

While the tuition and fee increase is estimated to

increase revenues across the system by $20.5 FY2018 Requested Increase over FY2017 Enacted
o1qe . . . ) iti Stat

million, including changes in enrollment, the Tuition and a.e 1

FY2018 Budget Request approved by the Council Fees Appropriation”_Total Increase

also includes an additional $10.7 million in general :|RcI 513'; Sgg $13-(3;
revenue appropriations from the State, not including : : :

. . CCRI 1.1 2.9 4.0
general obligation debt service costs. The request
: . oPC n/a 0.9 0.9
includes a 3.0 percent COLA adjustment to meet

. Total $20.5 $10.7 $31.3

current contractual obligations. The Budget ) o .
. 1y .. Does not include general obligation debt service.
includes $2.8 million in increased state support for $ in million

operating including $1.5 million for URI, $750,000
for RIC and $500,000 for CCRI.

Major cost increases at URI include $12.6 million for mandatory and contractual items such as salaries
and benefits and the new Nursing Education Center (NEC); $600,000 in operations for bad debt and
utilities, and $4.7 million for student aid.

At RIC, the primary cost drivers include $4.0 million in salaries and benefits, $1.9 million for the NEC,
$1.4 million for a new implementation of a hybrid professional and faculty advising model, and a student
experiential learning program, as well as $1.0 million for student aid.

At CCRI the primary cost drivers include $3.4 million in salaries and benefits for mandatory and
contractual obligations. An additional $120,000 would be used for 5.0 new FTE positions for the
Connect 2 College program, and $344,841 would be used primarily to transfer the Accuplacer test fee
revenue from “Other Revenues” to “Tuition and Fees.”

At the Office of the Postsecondary Commissioner (OPC), the primary cost driver is the shift of 3.0 FTE’s
and $399,767 in salaries and benefits from restricted receipts to general revenue. Due to changes in
federal loan practices, revenues derived by the Division of Higher Education Assistance (DHEA) within
the OPC for guaranteeing services to federally-backed student loans is diminishing. The 3.0 FTE are IT
specialists who work for OPC but were previously funded through DHEA from restricted funds. In
addition, the OPC requests $300,000 for a job classification study. The study would review the job
classifications to bring the job descriptions more in line with current day operations. The job descriptions

have not been reviewed or updated since 1977. FY2015 State Educational
. . Appropriations per FTE
State Support for Public Education o 38090
When looking at state support for public higher education, many passachusetts 6,728
policy makers tend to take a regional approach. For example, if Maine 6,546
looking at New England, Rhode Island is in the middle of the pack. Rhode Island 4,785
In FY2015, the most recent data available, Connecticut Vermont 2,818
appropriated $3,305 more per student FTE than Rhode Island and New Hampshire 2,591
Massachusetts appropriated $1,943 more. Based on the FY2015 Regional Average $5,260
FTE enrollment of 31,547, the difference in per-student FTE Source: State Higher Education Executive
Officers (SHEEO)

TOC



164 | 2018 BUDGET AS ENACTED

between Rhode Island and Massachusetts is $61.3 million.

However, on a national perspective in FY2015, the State of Wyoming appropriated $12,515 more per
student FTE than Rhode Island. The following table was provided by the Office of the Postsecondary
Commissioner from data collected by the State Higher Education Executive Officers Association
(SHEEO). The table illustrates the difference in state appropriations to public higher education based on
student FTEs.

EDUCATIONAL APPROPRIATIONS PER FTE (CONSTANT DOLLARS):
. STATE DIFFERENCES FROM U.S. AVERAGE, FY 2015
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The FY2018 Budget request approved by the Council on Postsecondary Education on November 16,
2017, included a recommendation of State support totaling $189.3 million, an increase of $11.1 million
over the FY2017 Budget as Enacted. While the Budget includes a general revenue increase of $24.5
million, most of this increase is for other initiatives such as the Rhode Island Promise Scholarship ($2.8
million); the Nursing Education Center ($5.0 million), and debt service ($12.2 million); however, the
Budget does provide include $2.8 million in increased state support for operating including $1.5 million
for URI, $750,000 for RIC and $500,000 for CCRI.

OFFICE OF THE POSTSECONDARY COMMISSIONER

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures By Source Spent Enacted Revised Enacted Enacted Enacted
General Revenue $5.7 $6.3 $6.2 (50.1) -2.1% $14.6 $8.3 131.5%
Federal Funds 15.3 14.3 14.9 0.6 4.0% 13.9 (0.4) -2.6%
Restricted Receipts 0.0 0.4 0.9 0.5 136.7% 1.5 1.1 311.8%
Other Funds 5.8 9.4 10.5 1.1 11.8% 124 3.1 32.5%
Total $26.8 $30.4 $32.4 2.0 6.7% $42.5 s12.1 39.8%

S in millions

The mission of the Office of the Postsecondary Commissioner (OPC), formerly the Office of Higher
Education, is to support the work of the Board of Education and the Council on Postsecondary Education
in providing an excellent, accessible, and affordable system of higher education designed to improve the
education attainment of Rhode Island citizens, support economic development, and enrich the civic,
social, and cultural life of the residents of the State. The Commissioner works with the presidents of the
state higher education institutions to determine the benefits or disadvantages of proposed new programs,
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departments, courses of study, and policies with the scope and role adopted by the Council on
Postsecondary Education. The OPC also supports specific programs, such as early college access and
veterans affairs. The FY2016 Budget as Enacted created a new Division of Higher Education Assistance
(DHEA) within the Office of the Postsecondary Commissioner and eliminated the Rhode Island Higher
Education Assistance Authority. The Office provides research, policy, and fiscal analysis, and seeks to
ensure that higher education in Rhode Island remains economically and geographically accessible.

The Budget provides 37.0 FTE positions for the OPC in FY2018, including 1.0 FTE that is third-party
funded. This represents an increase of 10.0 FTE positions, from the FY2017 Budget as Enacted to reflect
the 10.0 FTE positions added for the administration of the new Nursing Education Center. The $1.1
million increase in restricted receipts represent the restricted receipts from an occupancy fee charged for
the use of the Westerly Higher Education and Job Skills Center that fund the operations of the facility.
The Nursing Education Center and the Westerly facility are discussed below in more detail.

Office of Postsecondary Commissioner General Revenue
FY2017 Enacted $6,298,407
Target and Other Adjustments (27,321)
Rhode Island Promise Scholarship Program 2,800,000
Nursing Education Center 4,952,370
Westerly Higher Education and Job Skills Center 500,000
Interdepartmental Cost Allocation 55,003
FY2018 Enacted $14,578,459
Rhode Island Promise Scholarship Program $2.8 million

Article 3 of the FY2018 Budget establishes the Rhode Island Promise Scholarship program to provide
students with two years of tuition and mandatory fees at the Community College of Rhode Island, less
federal and all other financial aid available to the recipient. In order to build a highly educated and skilled
workforce, the article aims to increase the number of students enrolled at CCRI and the number of
students who complete their degrees on time by removing financial barriers. The scholarship program has
no income restrictions. Other costs, such as room and board, textbooks, meal plans, or travel are not
included. Students must maintain a grade point average 2.5 or greater, and commit to live, work, or
continue their education in Rhode Island after graduation. For more detail on this program, please see the
Article 3 analysis.

Nursing Education Center (NEC) $5.0 million

The Nursing Education Center (NEC) is a partnership between the State, Rhode Island College, and the
University of Rhode Island to provide a state-of-the-art facility to be shared by the institutions thus
reducing redundancy. The NEC is located at the South Street Landing property (a.k.a. the South Street
Power Station or Dynamo House). The building will also house administrative offices for Brown
University’s Alpert Medical Schools. The larger project includes a 750-space, above ground parking
garage and residential apartments on adjacent parcels. The Board of Education and the Department of
Administration entered into a 15-year lease with a two-year extension option. The two schools took
possession of their space in April 2017. Under the terms of the lease, the first rent payment will be made
in September 2017. Classes will begin in September 2017 allowing for the installation and testing of lab
and other equipment, as well as staff training, and a smoother transition.

The total FY2018 cost is $10.0 million. The State’s share includes $1.5 million in lease payments (only
10 months of payments in FY2018), $2.0 million in tenant improvement payments, and $1.4 million in
debt service. The remaining $5.1 million for personnel and operating costs is supported with university
and college funds from URI and RIC.
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Westerly Higher Education and Job Training Center $500,000

Budget includes $1.3 million in general revenue and $1.5 million in restricted receipts for the Westerly
Higher Education and Job Training Center. This represents an increase of $500,000 in general revenue
and $1.0 million in restricted receipts relative to the FY2017 Budget as Enacted. The general revenue
provides the state contribution toward the construction of the building. The restricted receipts provide for
the personnel and operating costs including 3.0 FTE positions to provide operations and management
staff for the new center, including an Executive Director, Marketing Director, and Operations
Coordinator. The restricted receipts will come from an occupancy fee charged for the use of the facility.
Electric Boat began using the facility to train employees in January 2017. The facility will provide
classroom and laboratory space for existing students in the area, as well as space for collaborative
programs with local industries. The new job skill center is managed through the Office of the
Postsecondary Commissioner.

Westerly Higher Education and Job Training Center

Expenditures by Catergory FY2017 Enacted FY2017 Governor FY2018 Governor Change from Enacted
Personnel $361,925 $361,925 $357,732 (54,193) -1.2%
Contracted Professional Services - $210,103 $431,000 431,000 -
Operating - 284,745 701,609 701,609 -
Capital Purchases and Equipment 750,000 75,000 1,250,000 500,000 66.7%
Total $1,111,925 $931,773 $2,740,341 51,628,416 146.5%
Expenditures by Source

General Revenue $750,000 $75,000 $1,250,000 $500,000 66.7%
Restricted Receipts 361,925 856,773 1,490,341 1,128,416 311.8%
Total $1,111,925 $931,773 $2,740,341 $1,628,416 146.5%
Interdepartmental Cost Allocation $55,003

The Budget includes a $55,003 interdepartmental cost allocation representing 50.0 percent of the salary
and benefits of an Education Policy analyst in the Governor’s Office who works on postsecondary
education policy issues. The Budget includes interdepartmental cost allocations totaling $794,564 for
staff in the Governor’s Office that is charged against nine state agencies. The Budget Office states that
these cost allocations reflect Governor’s Office staff support to assist these state agencies on various
policy and program initiatives such as Real Jobs RI, RhodeWorks, Reinventing Medicaid, and Justice
Reinvestment Initiative, etc.

UNIVERSITY OF RHODE ISLAND

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures By Source Spent Enacted Revised Enacted Enacted Enacted
General Revenue $80.7 $89.9 $92.2 $2.3 2.6% $101.2 S11.4 12.6%
Other Funds 653.3 687.4 671.7 (15.8) -2.3% 676.1 (11.4) -1.7%
Total $734.1 $777.3 $763.8 ($13.5) -1.7% $777.3 (50.0) 0.0%

S in millions

The University of Rhode Island (URI) was founded in 1888 as an agricultural school known as the Rhode
Island College of Agriculture and Mechanic Arts. The college was actually the second State college
established in Rhode Island. The Agricultural Experiment Station building was the first structure on
campus, and was built in 1889: the building was later renamed Taft Hall. Today, Taft Hall houses
internship, international exchange, and foreign student programs. In 1955, the school became known as
the University of Rhode Island.

URI quickly evolved beyond its genesis as a land grant and agricultural school, and today has retained a
focus on biological and natural sciences, along with a developing focus on technology in areas such as
ocean engineering, chemistry, pharmacy, economics, nursing, and renewable energy. URI has the third
oldest continuously operating marine laboratory in the United States, the oldest turfgrass research
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program in the country, and has implemented green building technology in the expansion and renovation
of its facilities. URI provides Bachelor’s, Master’s, and Doctorate level degrees.

URI has three campuses: the 1,250 acre Kingston Campus; the 153 acre Bay Campus in Narragansett; and
the Providence Campus, located in the Shepard Building on Washington Street in Providence. The
Budget includes 2,489.5 FTE positions in FY2018 and FY2017, including 573.8 third-party funded FTE
positions, consistent with the enacted level.

Enrollment

In-state enrollment is projected URI Enroliment

to be 7,787 full-time equivalent 16,000 50.0%
students in FY2017 a decrease 14,000 =T 45.0%

40.0%
35.0%
30.0%

of 42 students, or 0.5 percent; 12,000
while out-of-state students are 19000
projected at 6,935 students, a 8,000

25.0%

decrease of 35 students, or 0.5 6,000 20.0%
percent. As the University has 4.000 15.0%
raised its tuition twice in the last 2.000 10.0%
. ) 5.0%

6 years (in FY2016 and ) 0.0%

FY2018), it has recruited more FY2013 FY2014 FY2015 FY2016 Pre- FY2017 FY2018
out-of-state students, who pay a Audit  Projected Projected

higher rate, in an effort to
generate more revenue. URI is
not projecting an impact on enrollment from the implementation of the Rhode Island Promise program.

N |nstate Out-of-State === Percentage Out-of-State

University of Rhode Island General Revenue
FY2017 Enacted $89,870,298
Target and Other Adjustments 534,541
General Obligation Debt Service 9,474,889
Increased Operating Support 1,500,000
Community Service Grants (250,000)
Small Business Development Center 100,000
FY2018 Enacted $101,229,728
General Obligation Debt Service $9.5 million

The FY2016 Budget as Enacted included general revenue savings from the refinancing and restructuring
of a portion of the State’s general obligation debt service to achieve savings in fiscal years 2016 and
2017. The savings were used to provide additional general revenue resources to support economic
development and technology improvements around the State. The Budget includes $22.7 million in
general revenue for general obligation debt service at URI in FY2018 and $15.5 million in FY2017. This
is an increase of $9.5 million and $2.3 million respectively from the FY2017 Budget as Enacted. The
increase in the FY2017 revised budget is primarily due to the shift of $2.2 million in debt service from the
Department of Administration to URI.

Debt Service

FY2017 FY2017 Change from FY2018 Change from

Enacted Revised Enacted Enacted Enacted
Unversity of Rhode Island $13,182,679 $15,485,717 52,303,038 17.5% $22,657,568 59,474,889 71.9%
Rhode Island College 2,565,254 2,509,391 (55,863) -2.2% 4,867,060 2,301,806 89.7%
Community College of Rhode Island 1,691,204 1,643,449 (47,755) -2.8% 2,082,845 391,641 23.2%
Total $17,439,137 $19,638,557 $2,199,420 12.6% $29,607,473 $12,168,336 69.8%

Source: Rhode Island Budget Office
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Increased Operating Support $1.5 million

The Budget provides an additional $1.5 million in general operating support relative to the FY2017
Budget as Enacted. At URI, the funds will be put toward mandatory and contractual items such as
salaries and benefits and the new Nursing Education Center (NEC), and student aid.

Community Service Grants (5250,000)

The $250,000 community service objective to the Polaris Manufacturing Extension Program is moved
from the Higher Education budget to the Executive Office of Commerce. Polaris is non-profit
organization that provides manufacturing business improvement programs to grow Rhode Island’s
manufacturing industry. The grant is used to provide training, share expertise, and promote
manufacturing statewide.

Small Business Development Center $100,000

The Rhode Island Small Business Development Center (RISBDC) has been housed at URI since 2014.
For the last three years, the center has received $250,000 annually in state support, which has then been
used to leverage additional federal funding. In order to fully meet the current matching requirements, the
Budget adds an additional $100,000, bringing the total state support to $350,000. According to the
RISBDC, every $1 of state investment generates $3 in state return.

RHODE ISLAND COLLEGE (RIC)

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures By Source Spent Enacted Revised Enacted Enacted Enacted
General Revenue $46.2 $49.6 $49.5 (50.1) -0.1% $53.1 $3.5 7.1%
Other Funds 124.9 137.1 132.6 (4.5) -3.3% 146.0 8.9 6.5%
Total $171.1 $186.7 $182.1 (54.6) -2.4% $199.1 $12.4 6.7%

S in millions

Rhode Island College (RIC) was established in 1854 as the Rhode Island State Normal School, with the
mission of providing teacher preparation to Rhode Island residents. In 1959, RIC moved to its current
campus location on 180 acres off of Mount Pleasant Avenue in Providence and was renamed Rhode
Island College to reflect expanded curriculum.

Today, RIC provides comprehensive education at the Bachelor’s and Master’s level, with a focus on
Rhode Island residents. Rhode Island College is accredited by the New England Association of Schools
and Colleges, the Council on Social Work Education, National Association of Schools of Art and Design,
National Association of Schools of Music, National Association of State Directors of Teacher Education
and Certification, National Council for Accreditation of Teacher Education, and the Commission on
Collegiate Nursing Education.

The Budget includes 926.2 FTE
positions in FY2018, including 76.0 RIC Enrollment
third-party funded FTE positions,

16.0%
14.0%
12.0%
10.0%
8.0%
6.0%
4.0%
2.0%

- : o 7,200 18.0%
representing a shift of 6.0 FTE positions 7,000
from third-party funding to the college 6,800
cap 6,600
) 6,400
Enrollment 6,200
) ) 6,000
Total enrollment is projected to be 6,914 5500
full-time equivalent students in FY2018, 5600
a decrease of 33 students, relative to the :"Z‘gg

FY2017 Projected. Relative to FY2013,
out-of-state enrollment is projected to
increase by 31.1 percent. As the college

FY2013 FY2014

I Instate

FY2015

Out-of-State

FY2016 Pre- FY2017 FY2018
Audit Projected Projected
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has raised its tuition twice in the last 6 years (in FY2016 and FY2018), it has recruited more out-of-state
students, who pay a higher rate, in an effort to generate more revenue; however, both are projected in
decrease in FY2018. This projection does not include the impact of Rhode Island Promise Program, since
RIC is determining the projected impact on enrollment as part of the FY2019 Budget calculation.

Rhode Island College General Revenue
FY2017 Enacted $49,561,584
Target and Other Adjustments 442,461
General Obligation Debt Service 2,301,806
Increased Operating Support 750,000
FY2018 Enacted $53,055,851
General Obligation Debt Service $2.3 million

The FY2016 Budget as Enacted included general revenue savings from the refinancing and restructuring
of a portion of the State’s general obligation debt service to achieve savings in fiscal years 2016 and 2017
and provide additional general revenue resources to support economic development and technology
improvements around the State. The Budget provides $4.9 million in FY2018 for general obligation debt
service at RIC funded by general revenue and $2.5 million in FY2017. This is an increase of $2.3 million
and a decrease of $55,863 respectively from the FY2017 Budget as Enacted. This projection does not
include the in-state enrollment growth projected in the Rhode Island Promise estimate.

Debt Service

FY2017 FY2017 Change from FY2018 Change from

Enacted Revised Enacted Enacted Enacted
Unversity of Rhode Island $13,182,679  $15,485,717 52,303,038 17.5% $22,657,568 59,474,889 71.9%
Rhode Island College 2,565,254 2,509,391 (55,863) -2.2% 4,867,060 2,301,806 89.7%
Community College of Rhode Island 1,691,204 1,643,449 (47,755) -2.8% 2,082,845 391,641 23.2%
Total $17,439,137 $19,638,557 $2,199,420 12.6% $29,607,473 512,168,336 69.8%
Source: Rhode Island Budget Office
Increased Operating Support $750,000

The Budget provides an additional $750,000 in general operating support relative to the FY2017 Budget
as Enacted. At RIC the funding will be used toward implementation of a new, hybrid professional and
faculty advising model, and a student experiential learning program.

COMMUNITY COLLEGE OF RHODE ISLAND (CCRI)

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures By Source Spent Enacted Revised Enacted Enacted Enacted
General Revenue $48.3 $50.6 $50.6 (50.0) -0.1% $52.0 S1.4 2.7%
Restricted Receipts 0.6 0.7 0.7 - 0.0% 0.7 0.0 3.5%
Other Funds 101.4 115.7 105.7 (10.0) -8.7% 108.6 (7.1) -6.1%
Total $150.3 $167.0 $156.9 ($10.1) -6.0% $161.3 ($5.7) -3.4%

S in millions

The Community College of Rhode Island (CCRI) was established by the General Assembly in 1960 as
Rhode Island Junior College. The first class of 325 students enrolled at a temporary Providence location
in the fall of 1964. CCRI has provided a variety of career, technical, and academic programs and has
established partnerships with businesses and non-profit organizations to provide worker training.

Today, CCRI has four main campuses: the 205 acre Knight Campus in Warwick; the 300 acre Flanagan
Campus in Lincoln; the 7 acre Liston Campus in downtown Providence; and the 5 acre Newport County
Campus in Newport. In addition, CCRI holds classes in the Shepard Building in downtown Providence
and at Westerly Middle School.
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The Budget includes 854.1 FTE positions in FY2018 and FY2017, including 89.0 third-party funded FTE
positions, consistent with the enacted level.

Enrollment CCRI Student Enrollment

The table shows the actual student Hfad“’""t FTE %

enrollment, both by headcount and by FTE, Year Headcount % Change FTE_ Change
2009 16,810 2.7% 10,330 2.7%

from 2007 through 2016, and a projection

0, )
for 20.17 and 2018. In FY2018, enrollment ;812 1;332 jﬂ; 18;;; ;;Z
is projected to decrease by 271.0 full-time g7, 17,541 1.8% 10,591 0.6%
equivalent students, or 3.0 percent, relative g13 17,351 1.1% 10,433 -1.5%
to FY2017 Projected. This projection Fy2014 17,017 -1.9% 10,141  -2.8%
includes the enrollment growth expected FY2015 16,718 -1.8% 9,882  -2.6%
due to the implementation of the Rhode FY2016 15,611 -6.6% 9,128  -7.6%
Island Promise. The enrollment increase FY2017 Projected 15611 0.0% 9,128  0.0%
was estimated at 25.0 percent; however, the Y2018 Projected 15000  -3.9% 887 -3.0%

10-Year Average 16,636 -0.8% 9,978 -0.2%

first-time, full-time students only comprise
about 10.0 percent of the total FTE enrollment. Without the program, enrollment would be projected to
decline by 5.0 to 6.0 percent.

Community College of Rhode Island General Revenue
FY2017 Enacted $50,627,239
Target and Other Adjustments 499,675
General Obligation Debt Service 391,641
Increased Operating Support 500,000
FY2018 Enacted $52,018,555
General Obligation Debt Service $391,641

The FY2016 Budget as Enacted included general revenue savings from the refinancing and restructuring
of a portion of the State’s general obligation debt service to achieve savings in fiscal years 2016 and 2017
and provide additional general revenue resources to support economic development and technology
improvements around the State. The Budget provides $2.1 million in FY2018 for general obligation debt
service at CCRI funded by general revenue and $1.6 million in FY2017. This is an increase of $391,641
and a decrease of $47,755 respectively from the FY2017 Budget as Enacted.

Debt Service

FY2017 FY2017 Change from FY2018 Change from

Enacted Revised Enacted Enacted Enacted
Unversity of Rhode Island $13,182,679  $15,485,717 52,303,038 17.5% $22,657,568 59,474,889 71.9%
Rhode Island College 2,565,254 2,509,391 (55,863) -2.2% 4,867,060 2,301,806 89.7%
Community College of Rhode Island 1,691,204 1,643,449 (47,755) -2.8% 2,082,845 391,641 23.2%
Total $17,439,137 $19,638,557 $2,199,420 12.6% $29,607,473 512,168,336 69.8%
Source: Rhode Island Budget Office
Increased Operating Support $500,000

The Budget provides an additional $500,000 in general operating support relative to the FY2017 Budget
as Enacted. At CCRI the funding will be used toward the Connect 2 College program, and salaries and
benefits for mandatory and contractual obligations.

CAPITAL PROJECTS

The Budget includes a total of $31.3 million in capital expenditures from Rhode Island Capital Plan
(RICAP) funds in FY2018 and $37.2 million in FY2017, including the following.
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URI, RIC, CCRI — Asset Protection: Asset Protection projects are budgeted from Rhode Island Capital Plan
funds (RICAP) and are used to maintain and repair facilities, including roads, buildings, and
infrastructure. The asset protection program includes a number of projects at various facilities, and allows
each school to shift funding based on current priorities. The Budget includes a total of $14.3 million in
asset protection funding for URI ($8.0 million), RIC ($3.5 million), and CCRI ($2.8 million) in FY2018
and $22.4 million in FY2017. In FY2017, this amount includes $8.2 million in additional RICAP asset
protection funding for URI ($5.7 million), RIC ($2.0 million), and CCRI ($548,000) intended to
unencumber resources that can be used in lieu of raising tuition or increasing general revenue support.

RIC- Academic Buildings | — Craig Lee, Gaige, Adams Library: The Budget provides $6.1 million in
FY2018 to re-purpose and renovate areas of Adams Library and other campus buildings to accommodate
student service organizations and academic departments that will be moving out of Craig Lee Hall and
Gaige Hall during the renovation of these buildings.

CCRI Knight Campus Renewal: The Budget includes $5.0 million in RICAP funding in FY2018 and $5.2
million in FY2017 (including a $1.2 million carryforward) for the renovation of 280,000 square feet of
the 385,000 square-foot Knight Campus Megastructure, including lighting, painting and replacement of
carpeting/tile. Total project costs are estimated at $23.5 million, including $20.1 million in RICAP funds,
$3.3 million in other funds, and $82,868 in college funds. Completion is projected for FY2020.

RIC Infrastructure Modernization: The Budget provides $4.5 million in RICAP funding in FY2018 and
$2.8 million in FY2017 (including a $245,299 carryforward) to modernize and replace steam lines, water
lines, and the electrical distribution system. Improvements will address issues of water quality, limit

power failures, and eliminate steam plumes throughout the campus. Total RICAP funding for the project
is $32.6 million through FY2022.
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Rhode Island State Council on the Arts

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures By Program Spent Enacted Revised Enacted Enacted Enacted
Central Management 1,926,388 1,865,538 2,566,796 $701,258  37.6% 1,907,310 541,772 2.2%
Grants Programs 1,069,386 1,165,000 1,165,000 - 1,165,000 - -
Total $2,995,774 $3,030,538 $3,731,796 $701,258 23.1% $3,072,310 541,772 1.4%
Expenditures By Source
General Revenue $1,844,116 $1,951,884 $1,939,368 (512,516) -0.6% $1,945,056 (56,828) -0.3%
Federal Funds 700,799 775,454 786,728 11,274 1.5% 781,454 6,000 0.8%
Restricted Receipts - - 25,000 25,000 - - - -
Other Funds 450,859 303,200 980,700 677,500 223.4% 345,800 42,600 14.1%
Total $2,995,774 $3,030,538 $3,731,796 $701,258 23.1% $3,072,310 $41,772 1.4%
Authorized FTE Levels 6.0 8.6 8.6 - - 8.6 - -

The Rhode Island State Council on the Arts (RISCA) provides grants, technical assistance and support to
arts organizations, schools, community centers, social service organizations, and local governments to bring
the arts into the lives of Rhode Islanders. RISCA provides these services through grant making,
partnerships, education and technical assistance. RISCA also manages the Art for Public Facilities
Program providing art for state buildings.

The Budget authorizes 8.6 FTE positions for FY2017 and FY2018, consistent with the FY2017 Budget as
Enacted.

RI State Council on the Arts General Revenue
FY2017 Enacted $1,951,884
Target and Other Adjustments (6,828)
Percent for the Arts Informational
Cultural Arts and the Economy Informational
FY2018 Enacted $1,945,056
Percent for the Arts Informational

The Rhode Island State Council on the Arts administers the State's Percent for Public Art Program, which
was established in 1987 to expand the public experience of art, foster the development of artists, and create
a more humane environment. It also serves to stimulate the state’s economy.

In accordance with Rhode Island General Law, at least 1.0 percent of state government capital construction
costs are allocated for the acquisition of works of art to be placed in public places. The 1.0 percent is
generally spent on the project from which the funds were derived; any amounts not expended by RISCA
are retained to provide for the maintenance and restoration of existing works.

The following table shows recently completed, current, and future projects of the program.
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1% for Public Art Program - 2011 to Present Location Art Project Cost
Recently Completed Projects (Spent)
Division of Motor Vebhicles Cranston $88,000
Rhode Island School for the Deaf Providence 43,000
URI - School of Pharmacy Kingston 995,020
Division of Motor Vehicles- Conservation Cranston 2,000
Intermodal Station Warwick 300,000
Met School Providence 78,000
Wickford Junction Wickford 350,000
Current Projects (Budget)
URI - College of Engineering Kingston 500,000
URI - Center for Chemical and Forensic Sciences (previously, Biotechnology and Life Sciences) Kingston 458,000
RIC - Gaige Lee Hall Providence 360,000
Veterans Home Bristol 210,000
Rhode Island College - Art Center Providence 170,000
Virks Building Cranston 120,000
RI State Police Barracks Lincoln 45,000
RIC - Fogarty School of Nursing Providence 45,000
URI - Harrington Hall Kingston 35,000
RI Fire Academy Exeter 30,000
Future Projects (Budget)
Eleanor Slater Hospital Cranston 370,000
Attorney General Cranston 124,000
Pawtucket Train Station Pawtucket 50,000
Total $4,373,020

Source: Rhode Island State Council on the Arts

Cultural Arts and the Economy Informational

In November 2014, voters approved a $30.0 million bond issue to establish the Cultural Arts and the
Economy Grant Program. Similar to the State Preservation Grants Program administered by the Historic
Preservation and Heritage Commission, this program offers matching grants to public and non-profit
historic sites, museums, artistic organizations, performance centers, and cultural art centers for capital
preservation and renovation projects.

The Program provides $23.1 million in 1:1 matching grants to certain arts organizations that were named
in voter referendum, for facility improvement, preservation and renovation.

Cultural Arts and the Economy Location Project Grant
Trinity Repertory Company Providence Renovate Lederer Theater and Pell Chafee Center S4.6
Rhode Island Philharmonic/Music School E.Providence Complete Carter Center 2.4
Newport Performing Arts Center Newport Restore Newport Opera House 4.2
WaterFire Providence Providence Develop Warehouse into Multi-use Arts Center 3.2
Westerly Land Trust/United Theater Westerly Restore United Theater 2.4
Stadium Theater Woonsocket Restore Stadium Realty Building 2.1
AS220 Providence Improve Empire St., Performing Arts/Gallery Buildings 2.1
Chorus of Westerly Westerly Renovate Kent Hall 1.1
2nd Story Theater Warren Renovate Market and Liberty Street Buildings 1.1
Total Projects $23.1
Pool fund 6.9
Total $30.0
Sin millions

The remaining $6.9 million are a pool of matching funds awarded by RISCA to non-profit cultural
organizations through a three-year competitive grant program for capital improvements to both owned and
leased facilities. RISCA has established rules and regulations for the program and began disbursement of
funds to the named organizations in January 2016. Additional funds were awarded in December 2016 and
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have been distributed in FY2017 as contracts were completed and work begun. Applications for the
remaining pool funds will be reviewed on October 1, 2017, and distributed in 2018. Awards from this fund
will be announced in the January following the application deadline. The following table shows the grants
awarded in the first two rounds.

Grant Awards

Award Amount

Organization Town FY2016 FY2017
Barrington Public Library Barrington $10,000 SO
Arts In Common Bristol - 50,000
Bristol Art Museum Bristol - 20,000
Artists' Exchange Cranston - 85,000
Blackstone River Theatre Cumberland 97,000 -
The Greenwich Odeum East Greenwich 250,000 -
East Providence Historical Society Educational Center East Providence 28,000 -
R.l. Philharmonic Orchestra & Music School East Providence 250,000 195,000
Jamestown Arts Center Jamestown 58,000 -
Wickford Art Association North Kingstown - 98,715
Mixed Magic Theatre and Cultural Events Pawtucket - 50,000
Sandra Feinstein-Gamm Theater Pawtucket 5,000 211,500
Common Fence Point Improvement Association Portsmouth 2,000 187,000
Dirt Palace Providence 23,500 250,000
Educational Center for the Arts & Sciences Providence 3,000 8,659
Everett Providence 50,000 100,000
Festival Ballet Providence Providence - 59,552
Heads Up, Inc. for Mathewson St. Black Box Theatre Providence 50,000 -
Museum of Art, Rhode Island School of Design Providence 250,000 -
New Urban Arts Providence 250,000 -
Olneyville Housing Corporation Providence 250,000 -
Preserve Rl Providence 56,000 -
Providence Performing Arts Center Providence 50,000 -
Providence Public Library Providence - 200,000
Southside Cultural Center Providence 300,000 -
The Music Mansion Providence 40,938 -
The Players Providence 100,000 -
The Steel Yard Providence 92,650 -
The Wilbury Theatre Group Providence 25,000 -
The Contemporary Theater Company South Kingstown 100,000 95,000
Boys & Girls Clubs of Warwick Warwick - 100,000
Ocean State Theatre Company Warwick - 240,000
The Artic Playhouse West Warwick 5,000 300,000
Granite Theatre Westerly 33,269 -
RiverzEdge Arts Project Woonsocket - 249,000
Total $2,379,357 $2,499,426

Source: Rhode Island State Council on the Arts

RISCA has entered into an agreement with the Rhode Island College and University Based Research
Collaborative to develop a set of metrics designed to measure the State’s return on investment and the
contributions of this program to the State’s economy. The FY2018 Budget includes $7.0 million in bond
revenues for the program. $10.2 million was provided in FY2017 and $10.3 million was spent in FY2016.
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Rhode Island Atomic Energy Commission

FY2017 FY2017 Change from FY2018 Change from

Expenditures By Program FY2016 Spent Enacted Revised Enacted Enacted Enacted
Atomic Energy Commission $1,576,882 $1,333,049 $1,539,039 5205,990 15.5% $1,304,373 (528,676) -2.2%
Expenditures By Source

General Revenue $908,285 $981,100 $979,682 (51,418) -0.1% $982,157 51,057 0.1%
Federal Funds 336,542 32,422 228,863 5196,441 605.9% - (532,422) -100.0%
Other Funds 332,055 319,527 330,494 510,967 3.4% 322,216 52,689 0.8%
Total $1,576,882 $1,333,049 $1,539,039 $205,990 15.5%  $1,304,373 ($28,676) -2.2%
Authorized FTE Levels 8.6 8.6 8.6 - 0.0% 8.6 - 0.0%

The Rhode Island Atomic Energy Commission (Commission) operates and maintains the Rhode Island
Nuclear Science Center (RINSC), which is used for medical, biological, environmental, and materials
research, education and commercial activities. The Commission also provides assistance to other state
agencies in their radiation and emergency response programs.

RINSC operates a research reactor and provides laboratories and classrooms for research and education
programs for the University of Rhode Island as well as for other colleges and universities in the state and
throughout New England. In 2010, the University of Rhode Island (URI) began offering a nuclear
engineering minor program of study. For students who perform well, a new nuclear engineer operating
course was added in 2016 that prepares students for the operator license exam. URI is currently working
to create a major in nuclear engineering. The Commission continues its collaboration with schools and
universities in the State. Davies High School, Brown University physics classes, and URI mechanical
design students are among those that have recently utilized the facility.

MAJOR ISSUES AND TRENDS FOR FY2018

The $28,676 reduction in all funds in the FY2018 Budget is due primarily the completion of a project
funded with a United States Department of Energy grant. The project involved the purchase of new
radiation monitoring instrumentation for installation in and around the facility, particularly in locations
where experiments with radioactive materials are conducted. The instruments were purchased and installed
in FY2016 and FY2017. The Commission successfully completed the renewal process for its 20-year
licensure from the Nuclear Regulatory Commission (NRC) on January 5, 2017.

The Budget authorizes 8.6 FTE positions in FY2018 for the program, 2.6 of which are funded through URI
for its radiation safety functions. URI funding also covers 40.0 percent of the Commission’s overhead
costs, including its building maintenance and repair costs.

Central Management General Revenue
FY2017 Enacted $981,100
Target and Other Adjustments 1,057
FY2018 Enacted $982,157

CAPITAL PROJECTS

The Budget includes $59,895 in Rhode Island Capital Plan (RICAP)-funded asset protection projects for
FY2017, including a carry forward of $9,895, and $50,000 annually thereafter. Projects for FY2017
included landscaping to prevent erosion around the building, painting the 115 foot exhaust stack to prevent
corrosion, replacing outdated sprinkler heads, and refurbishing a room to make it suitable for the facility
machine shop. In FY2018, funds will be used for landscaping in and around the tower gun pad and
refurbishing a room to be used as an electronics shop for fabricating and repairing electronic instruments.
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Rhode Island Historical Preservation and Heritage Commission

FY2016 FY2017 FY2017 Changefrom FY2018 Change from

Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
Historical Preservation and Heritage Commission  $3.0 $2.8 $3.2 0.4 14.8% $2.5 (50.3) -11.2%
Total $3.0 $2.8 $3.2 $04 14.8% $2.5 (50.3) -11.2%

Expenditures By Source

General Revenue S1.4 $1.2 $1.2 (50.0) -3.4% S$1.1 (s0.1) -6.8%
Federal Funds 1.3 1.1 1.5 0.5 41.4% 0.9 -0.2 -21.3%
Restricted Receipts 0.1 04 0.4 0.0 0.5% 0.4 0.0 0.1%
Other Funds 0.2 0.1 0.1 (0.0) -0.2% 0.1 0.0 1.2%
Total $3.0 $2.8 $3.2 S04 14.8% $2.5 ($0.3) -11.2%
Authorized FTE Levels 16.6 16.6 16.6 - - 15.6 (1.0) -6.0%

S in millions. Totals may vary due to rounding.

The Rhode Island Historical Preservation and Heritage Commission (Commission) operates a statewide
historical preservation program that identifies and protects historic buildings, districts, structures, and
archaeological sites. The Commission also develops and carries out programs to document and celebrate
the rich cultural heritage of Rhode Island’s people. Through a site manager, the Commission administers
the Eisenhower House at Fort Adams State Park in Newport as a venue for events and social functions.

The Budget authorizes 15.6 FTE positions for FY2018, a reduction of 1.0 FTE position from the FY2017
Budget as Enacted.

MAJOR ISSUES AND TRENDS

The FY2018 Budget as Enacted includes $1.1 million in general revenue ($2.5 million all funds),
representing a general revenue decrease of $81,425 ($312,931 all funds) relative to the FY2017 Budget as
Enacted.

The decrease in the budget is primarily associated with the reduction of federally funded grants. The largest
federal grant decrease is associated to the completion of work in 2017 related to the Hurricane Sandy
Disaster Relief (HSDR) grant. The Budget reduces spending by $225,852 in FY2018 as compared to
FY2017 Budget as Enacted for the HSDR grant. Additionally, the Eisenhower House, which had
previously been maintained and operated by the Commission, is transferring from the Commission to the
Department of Environmental Management (DEM) leading to a general revenue reduction of $176,037 in
FY2018.

Historical Preservation & Heritage Commission General Revenue
FY2017 Enacted $1,202,559
Targets and Other Adjustments 67,993

Eisenhower House Transfer (176,037)
Employee Health Insurance Adjustment 74,191

Turnover (47,572)
State Preservation Grant Informational

FY2018 Enacted $1,121,134
Historical Preservation & Heritage Commission Other Funds
Hurricane Sandy Relief (5225,852)
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Eisenhower House Transfer (5176,037)

The Eisenhower House, located in Fort Adams State Park in Newport, was built in 1873 as the official
residence of the U.S. Navy Commandant of the Newport Naval Base and later used as the summer residence
of President Dwight D. Eisenhower. The Commission operated the Eisenhower House from 1985 through
January 2017 as a rental facility for meetings, conferences and weddings. The Budget reduces general
revenue by $176,037 related to the transfer of the Eisenhower House from the Commission to the
Department of Environmental Management (DEM). Reverting oversight and management of the
Eisenhower house back to the DEM will allow the DEM, along with the Fort Adams Trust, to have a more
integrated approach to the use of the property during events, the transfer will also create efficiencies as the
Fort Adams Trust is already responsible for booking weddings, conferences, and other events at the

property.
Employee Health Insurance Adjustment $74,191
The Budget increases general revenue by $74,191 due to a correction in the employee health insurance cost

calculation; previously the wrong Medical Co-Share percentages for medical, vision and dental plans were
used. This increase also includes the cost of health insurance for one new hire.

Turnover (547,572)

The Budget decreases salary and benefits funding by $47,572 to reflect an increase in turnover. This equates
to 0.5 FTE positions based on projected average costs at the Commission.

State Preservation Grant Informational

In November of 2014, voters approved $5.0 million in general obligation bonds to recapitalize the State
Preservation Grant Program. The State Preservation Grants Program was established to improve and/or
repair landmarks and historic facilities such as museums, cultural centers, theatres, and public historic sites.
In FY2017, the Commission completed Round 1 of awards, totaling $1.8 million to support 25 statewide
projects. The second round of awardees have been selected, totaling $1.3 million in FY2018, to support 15
statewide projects.
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State Preservation Grant Awards

Recipient Town FY2017 FY2018

American French Genealogical Society, AFGS HQ/Veterans Museum Woonsocket SO S$111,403
Beavertail Lighthouse Museum Association, Beavertail Lighthouse Jamestown - 46,475
Block Island SE Lighthouse Foundation Block Island 150,000 -
City of Central Falls Central Falls City 150,000 -
City of East Providence, Cresent Park Loof Carousel East Providence - 69,652
City of Pawtucket, Pawtucket Public Library Pawtucket - 150,000
City of Providence, Betsy Williams Cottage Providence - 150,000
City of Woonsocket, Museum of Work and Culture Woonsocket 20,000 -
Cocummcussoc Association, Smiths Castle North Kingstown 56,100 -
Coggeshall Farm Museum, Coggeshall Farmhouse Bristol - 29,452
Foster Preservation Society, Nehemiah Angell Barn Foster - 19,433
Friends of Linden Place, Linden Place Bristol - 58,616
Friends of Pomham Rocks East Providence 150,000 -
Herreshoff Marine Museum Bristol 150,000 -
Historic New England Johnston 31,240 -
LaFarge Restoration Foundation Newport 150,000 -
Memorial and Library Association of Westerly, Wilcox Park Bandstand Westerly - 15,488
Newport Restoration Foundation Vernon House 22,484 -
Old Slater Mill Assocation Pawtucket Public Libaray 44,500 -
Orlando Smith Trust, Babcock-Smith House Westerly 11,734 -
Portsmouth Historical Society, Former Christian Union Church Portsmouth 30,000 -
Preservation Society of Newport County Newport 150,000 -
Providence Athenaeum Providence 16,843 -
Providence Performing Art Center Providence - 150,000
Providence Public Library Providence 150,000 -
Rl Department of Environmental Management, Fort Adams Visitors Center Newport - 109,091
Smithfield Preservation Society, Smithfield Exchange Bank Smithfield 19,866 -
Smithfield Town Hall Smithfield 18,755 -
South County Art Association Kingston 29,634 -
Town of Coventry, Read Schoolhouse Coventry - 26,404
Town of Cumberland, Farmhouse at Franklin Farm Cumberland 150,000 -
Town of East Greenwich, East Greenwich Town Hall East Greenwich - 150,000
Town of North Kingstown, Old Town House North Kingstown 43,175 -
Town of North Providence, J. Hiltron Bleachery/Stone House North Providence 65,525 -
Town of North Smithfield, Kendall Dean School/New Town Hall North Smithfield - 150,000
Trinity Restoration Inc. Providence 150,000 -
Varnum Continentals Inc., varnum Armory East Greenwich - 43,450
Westerly Armory Restoration Inc. Westerly 24,750 -

Total Award Amount

Hurricane Sandy Relief (federal funds)

$1,784,606 $1,279,464

($225,852)

The Hurricane Sandy Disaster Relief grant was part of the federal Disaster Relief Appropriations Act of
2013. The National Park Service allocated $50.0 million nationally for the preservation of historic resources
damaged by Hurricane Sandy. The Commission was awarded a total of $3.2 million and distributed funding
in FY2015,FY2016, and FY2017. The completion of awards for the projects is anticipated in FY2018. The
Budget includes $272,000 in FY2018, a reduction of $225,852 from the FY2017 Budget as Enacted.

The grant funded repairs to numerous historic properties such as The Breakers in Newport, The Towers in
Narragansett, and the Cliff Walk in Newport. The funds were also used to fund surveys of archaeological
sites on Block Island and the coasts of Narragansett, Charlestown, and Westerly.
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Department of the Attorney General

FY2016 FY2017 FY2017 Change from FY2018 Change from

Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted

General Division $3.2 $3.3 $3.2 (50.1) -4.0% $34  50.0 0.8%
Criminal Division 19.2 24.0 347 10.6 44.4% 33.2 9.2 38.4%
Civil Division 5.5 6.1 6.1 0.1 1.4% 5.9 -0.2 -2.8%
Bureau of Criminal Identification 1.6 1.8 1.6 (0.2) -10.1% 1.7 (0.1) -5.0%
Total $29.5 $35.1 $45.6 5104 29.7% $44.1  $9.0 25.6%

Expenditures By Source

General Revenue $24.1 $256 $259 S50.3 1.1% $26.2 S0.6 2.3%
Federal Funds 2.0 1.7 188 17.1 1010.1% 17.0 15.3 905.3%
Restricted Receipts 3.2 7.6 0.8 (6.8) -89.9% 0.8 (6.8) -89.4%
Other Funds 0.2 0.3 0.2 (0.1) -43.3% 02  (0.2) -50.0%
Total $295 $35.1 $456 5104 29.7% $44.1 $9.0 25.6%
Authorized FTE Levels 236.1 235.1 2351 - 0.0% 235.1 - 0.0%

S in millions. Totals may vary due to rounding.

The Department of the Attorney General is the central legal agency of the State. The Department is
responsible for the prosecution of all felony criminal cases and misdemeanor appeals as well as prosecution
of misdemeanor cases brought by state law enforcement in the various district courts. Additionally, as chief
legal officer of the state, the Attorney General acts to protect consumers against fraudulent business
practices; investigates Opens Meetings Act and Access to Public Records compliance; and, acts as the
central repository for criminal history and information in the State. The Department is divided into four
budget programs: General, Criminal, Civil, and Bureau of Criminal Identification. The Budget includes
235.1 FTE positions in FY2017 and FY2018, consistent with the enacted amount.

MAJOR ISSUES AND TRENDS FOR FY2018

The Budget includes $44.1 million in total funding for the Department, an increase of $9.0 million from the
FY2017 Budget as Enacted. General revenues increased by $598,769, or 2.3 percent, from the FY2017
Budget as Enacted, to $26.2 million. Increases are primarily due to growing expenditures in personnel costs
related to pay grade increases and statewide benefit adjustments.

The Budget includes $15.2 million in federal funds relating to Google forfeiture funds in FY2018. Due to
the need to meet requirements associated with the Google forfeiture funds, the funds have been shifted from
restricted receipts to federal funds. The Department indicated that these funds will be used for two capital
projects: a new building in the Pastore Complex that will house the Bureau of Criminal Identification, the
Consumer Division and Diversion, and the interior and exterior renovation of the Attorney General’s main
office at 150 South Main Street.

GENERAL DIVISION

The General Division is responsible for the overall operations of the Department. It consists of the following
units: Executive, Fiscal, Personnel, Operations, Management Information Systems, and Public
Information/Legislation. The Division oversees the finances of the Department, prepares and submits the
Department’s annual budget, and lobbies for the resources necessary for the efficient operation of the
Department.

The Budget includes 22.0 FTE positions in FY2018 for the program, a 1.0 FTE decrease from the FY2017
Budget as Enacted level.
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General Division General Revenue
FY2017 Enacted $3,026,299
Targets and Other Adjustments 6,240
Personnel 170,255
FY2018 Enacted $3,202,794
Personnel $170,255

The Budget includes $170,255 for pay grade increases and benefit adjustments throughout the general
management program in FY2018.

CRIMINAL DIVISION

The Criminal Division is charged with the prosecution of felony cases and misdemeanor appeals. The
Division assists the Attorney General in carrying out the constitutional responsibility to prosecute all felony
criminal offenses occurring in the State, as well as all misdemeanor criminal cases brought by State law
enforcement agencies or appealed to the Superior Court. Specialized units focus on white-collar crime,
narcotics and organized crime, firearms offenses, juvenile offenders, domestic violence and sexual assault,
Medicaid fraud, and District Court offenses.

The Budget includes 150.1 FTE positions in FY2018 for the program, consistent with the FY2017 Budget
as Enacted.

Criminal Division General Revenue
FY2017 Enacted $15,675,925
Targets and Other Adjustments (3,216)
Personnel 397,468
FY2018 Enacted $16,070,177
Criminal Division Other Fund Changes
Google Forfeiture Funds $15,208,783
Personnel $397,468

The Budget includes a $397,468 general revenue increase for salary and benefits in FY2018. The increases
are relating to shifting personnel from federal funding to general revenue funding.

Google Forfeiture Funds (federal funds) $15.2 million

The Budget includes a $15.2 million increase in federal funds relating to Google forfeiture funds. The
Department intends to use the funds for the design and construction of the new Pastore Complex building,
expected to be completed by May 2018. The funding will also be used for the redesign and renovation of
the Department’s main headquarters at 150 South Main Street following the relocation of the current
customer service areas to the new location in the Pastore Complex. The FY2018 Budget as Enacted includes
an $8.8 million increase in Google forfeiture funds over the FY2017 Budget as Enacted. This increase is
due to the growth in renovation projects being done by the Department in FY2018. In the FY2017 Budget
Google forfeiture funds were included as restricted receipts, in FY2018 they are shifted into federal funds.
The following table outlines Google fund expenditures.
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Google Forfeiture Funds: Expenditure Summary

FY2013 FY2014 FY2015 FY2016 FY2017 FY2017

Item Actual Actual Actual Actual Enacted Governor FY2018 Total

Building Maintenance and Repairs - $1,118,978 $1,867,151 $2,750  $6,000,000 $8,240,000 $14,500,000 $31,728,879
Vehicles 53,769 - - - - - 53,769
Building Acquisitions - 3,400,000 - - - - - 3,400,000
IT System Design - 574,205 1,301,371 2,712,608 - 430,702 220,987 5,239,873
General Operating Expenses 4,600 40,994 731,679 2,582,250 - 367,005 386,398 4,112,926
State Crime Laboratory - 260,000 - - 260,000
Total $58,369 $5,134,177 $3,900,201 $5,297,608  $6,260,000 $9,037,707 $15,107,385 $44,795,447

* Note: Table reflects data as of March 2017. The Department has been unresponsive to requests to provide updated data.

Analyst Note: The highest ranking official of any agency awarded Google funds, in this case, the Attorney General,
has sole authority to make spending requests to the Department of Justice for use of Google forfeiture funds. The
State Budget serves only as a planning tool for monitoring these expenditures. Google funds must still be
appropriated through the budget process.

The Criminal Division of the Department assisted in an investigation of the AdWords program of Google,
Inc., which Canadian pharmacies used to advertise importation of illegal prescription drugs to U.S.
consumers. In FY2012, the Department of Attorney General received $60.0 million from the United States
Department of Justice (DOJ) as part of the Google Forfeiture Settlement. Funds from this settlement may
only be used by law enforcement agencies for law enforcement purposes and may not be used to replace
funds that have already been appropriated. All projects must be approved by the Department of Justice
(DOJ).

CIVIL DIVISION

The Civil Division is charged with conducting the State’s legal affairs and representing the State in legal
proceedings. By law, the Attorney General initiates and defends actions in state and federal courts whenever
warranted; ensures that representation is provided to state officers, employees, and agencies in all courts;
advises state officers and agencies on legal issues; and issues written opinions on legal issues when
requested by governmental officers.

The Budget includes 43.0 FTE positions in FY2017 and 44.0 FTE positions in FY2018, this change reflects
an increase of 1.0 Special Assistant Attorney General position.

Civil Division General Revenue
FY2017 Enacted $5,135,543
Targets and Other Adjustments 25,465
Personnel 90,670
FY2018 Enacted $5,251,678
Personnel $90,670

The Budget increases general revenue funding by $90,670 for salary and benefits in FY2018. The increase
in general revenue expenditures for personnel are related to decreased restricted receipts from the Public
Utilities Commission that have previously funded salaries and benefits in the Civil Division. Additionally,
the Budget includes increases in steps for tenured employees.

BUREAU OF CRIMINAL IDENTIFICATION

The Bureau of Criminal Identification (BCI) is the state entity charged with maintaining criminal history
information for crimes committed in Rhode Island. The BCI responds to criminal history records requests,
analyzes and records fingerprint information, maintains pistol permits, issues security guard licenses, and
conducts employee background checks. The BCI is open 24-hours per day, 7-days per week to respond to
requests from law enforcement agencies throughout the country.
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The Budget includes 19.0 FTE positions in FY2018, consistent with the FY2017 Budget as Enacted level.

Bureau of Criminal Identification General Revenue
FY2017 Enacted $1,758,215
Targets and Other Adjustments 6,619
Personnel (94,732)
FY2018 Enacted $1,670,102
Personnel (594,732)

The Budget reduces general revenue by $94,732 in FY2018 related to turnover savings and statewide
benefit adjustments.

CAPITAL PROJECTS

The Budget includes Rhode Island Capital Plan (RICAP) funding of $300,000 in FY2018, a decrease of
$150,000 from the FY2017 Budget as Enacted. These funds will be used for renovations on the Attorney
General’s main office building at 150 South Main Street, including HVAC upgrades, repointing/limestone
repairs on the building exterior, new piping infrastructure due to leakages, electrical wiring upgrades, roof
replacement, and renovations to preserve the cupola on the top of the building. The project totals $3.0
million in RICAP funds through FY2021. Additionally, as indicated above, the Budget includes $15.2
million in Google forfeiture federal funds in FY2018 for the project.
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Department of Corrections

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures by Program Actual Enacted Revised Enacted Enacted Enacted
Central Management $9.1 $10.2 $10.2 - -0.2% $10.0 (50.2) -1.8%
Community Corrections 15.0 17.0 17.1 0.1 0.7% 18.7 1.7 9.7%
Custody and Security 137.8 134.4 137.2 2.7 2.0% 138.7 4.2 3.2%
Healthcare Services 21.8 21.9 22.7 0.8 3.4% 23.8 1.9 8.6%
Institutional Based Rehab/Population Mgmt 9.5 12.2 12.5 0.3 2.7% 12.3 0.2 1.3%
Institutional Support 18.0 27.7 19.5 (8.2) -29.5% 30.7 3.0 10.6%
Parole Board 1.3 1.4 1.5 0.2 13.3% 1.5 0.2 14.0%
Total $212.5 $224.8 $220.7 (54.1) -1.8% $235.7 $10.9 4.9%
Expenditures By Source
General Revenue $208.3 $211.7 $213.6 51.9 0.9% $218.3 S6.6 3.1%
Federal Funds 1.3 1.1 1.9 0.8 69.9% 1.6 0.5 40.0%
Restricted Receipts 0.3 0.1 0.1 - 2.0% 0.1 - -1.3%
Other Funds 2.7 11.9 5.1 (6.8) -57.1% 15.8 3.9 32.4%
Total $212.5 $224.8 $220.7 (54.1) -1.8% $235.7 $10.9 4.9%
Authorized FTE Levels 1,419.0 1,423.0 1,423.0 - - 1,423.0

S in millions. Totals may vary due to rounding.

The Rhode Island Department of Corrections (DOC) provides appropriate, safe, secure, and humane
control of offenders, while actively assisting and encouraging offenders to become productive and law-
abiding members of the community. Additionally, the Rhode Island State Parole Board is budgeted as a
unit of the Department, but has independent programmatic decision-making authority. Collectively
known as the Adult Correctional Institutions (ACI), there are seven separate occupied facilities, which
have a total capacity of 3,989 beds. Through June 2017, the Department averaged 2,958 inmates (74.2
percent of capacity) housed at the ACI for the fiscal year, including 2,819 men, and 139 women. The
Department also provides supervision of offenders in the community (home confinement, probation, and
parole).

MAIJOR ISSUES AND TRENDS FOR FY2018

The Budget includes $235.7 million in total expenditures for FY2018; including $218.3 million in general
revenue, an increase of $6.6 million over the FY2017 enacted level. The FY2018 Budget for the
Department of Corrections is based on an

estimated average daily population of 3,000 Corrections Programs: FY2018 General Revenues
individuals, a decrease of 200 from the Community
FY2017 Budget as Enacted. Institutional COrTections

8%

Support
8%

The FY2018 Budget includes $6.7 million in

general revenue for wage base adjustments for Pa’°'le;°afd p
the Rhode Island Brotherhood of Correctional Central
Officers (RIBCO) for the contract years Management

5%

FY2013 through FY2015, and a successor
agreement for FY2016 and FY2017. The
RIBCO award includes wage increases of 2.0 |, itutional Based
percent per year from FY2013 through Rehab/Pop Mgmt E——
FY2016 and an increase of 2.25 percent 5% Security
beginning January 1, 2017. There will be no 63%

retroactive payments for FY2013 and FY2014
except for eligible employees who retired
between FY2012 and the award execution
date. This award impacts 941 correctional
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officers and 48 nurses.

The Budget includes a net reduction of $81,368 in general revenue in FY2018 by hiring new correctional
officers (COs). Hiring costs are offset by savings due to a related reduction in overtime costs. The
Department hired 51 Correctional Officer Trainees in November 2016 and 24 Correctional Officer
Trainees in November 2017. These 75 new COs will fill the remaining Correctional Officer vacancies in
the Department. Funding for an FY2016 training class was removed because of a U.S. Department of
Justice (DOJ) lawsuit over bias in testing materials (explained further below). The DOJ allowed the DOC
to hold a CO training class in FY2017 and FY2018.

The Budget includes a net increase of $505,520 in general revenue to support the Justice Reinvestment
Initiative (JRI) in FY2018. The FY2017 Budget as Enacted included $893,000 to support the JRI. The
majority of this FY2018 increase is to support cognitive behavioral therapy (CBT) contract services.
Community providers will be contracted to train staff on evidence based treatments, with the goal of
decreasing recidivism.

The Department closed the Bernadette Guay Women’s Facility in early FY2017, saving $1.1 million in
FY2018. This facility has a capacity to house 100 inmates, the FY2016 average population was 21
inmates. This small number of female inmates have been reassigned to the Gloria McDonald Facility. The
staff in the Bernadette Facility have also been reassigned, which will offset overtime costs in the Gloria
McDonald Facility.

CENTRAL MANAGEMENT

The Central Management program houses the administrative functions of the Department, including
human resources, management, legal, financial, and physical plant responsibilities. Beginning in FY2013,
the program includes Inmate Accounts and Central Distribution Center internal service funds. The Budget
includes 66.0 FTE positions in FY2017 and FY2018 in the Central Management Program.

Central Distribution Center services are provided to all state departments and agencies. The operational
cost of the program is shown on a centralized basis for informational purposes (internal service funding),
but the actual costs are reflected in the operating budgets of user agencies. The Budget includes 28.0 FTE
positions in both FY2017 and FY2018 in the internal services program.

Central Management General Revenue
FY2017 Enacted $10,179,627
Target and Other Adjustments 246,768
State Time, Leave, and Attendance System (STLA) (400,000)
Correctional Officer Training (31,663)
USDOJ Lawsuit Informational
FY2018 Enacted $9,994,732
State Time, Leave, and Attendance System (STLA) (5400,000)

The Budget includes $400,000 in general revenue savings in FY2018 due to the implementation of the
State Time, Leave, and Attendance System (STLA). The Department of Corrections is one of four pilot
agencies to use STLA. This new system will replace the current manual system with a more sophisticated
program that is able to include advanced features such as personnel rules and collective bargaining
agreement parameters. Use of the current system leads to poor record keeping and oversight issues such
as accidental overtime rule violations and vacation/sick time accrual balance errors.

According to both the Office of Internal Audit (within the Office of Management and Budget) and the
DOC, personnel data from FY2016 has been reviewed and a new system that is able to enforce existing
rules is estimated to produce a $400,000 savings. Specifically, the following savings have been identified:
ending negative accrual balances of sick and vacation leave is anticipated to lead to $190,000 in savings;
eliminating scheduling inefficiencies, such as shift vacancies due to the current manual scheduling
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process, and a more precise use of the “callback list”, will reduce overtime costs leading to a projected
savings of $150,000; preventing sick time and vacation time swapping will further reduce overtime costs
leading to an estimated savings of $52,000; and preventing sick/overtime rule violation is expected to lead
to $7,000 in savings.

Correctional Officer Training (531,663)

The Budget is reduced by $31,663 in general revenue due to savings associated with the 82" Correctional
Officer Training Class, expected to graduate in November 2017. Some of these savings that the
Department proposed include a $20,000 reduction in security supplies and a $10,901 reduction in medical
services. See more information below regarding Correctional Officer Training Hiring in FY2018.

USDOJ Lawsuit Informational

The Department requested an additional $220,220 in the FY2017 Supplemental Budget and an additional
$240,705 in FY2018 above the FY2017 Budget as Enacted for expert witness fees to defend against a suit
filed against the State by the U.S. Department of Justice (DOJ). The Budget includes the Department’s
FY2017 Supplemental Budget request due to actual expenditures in FY2016 of $338,440. The Budget
does not include the Department’s request for FY2018. According to the Budget Office, additional legal
expenses will be addressed through the supplemental budget process.

On February 10, 2014, the DOJ filed a lawsuit alleging that the Department engages in recruiting
practices that adversely affect minority candidates. The DOJ’s complaint states that the manner in which
the DOC uses the written and video examinations as part of the hiring process for entry level Correctional
Officers violates Title VII of the Civil Rights Act of 1964 (Title VII) because such use is not “job related
or consistent with business necessity,” as the law requires, and does not validly enable the employer to
identify those applicants who are qualified for entry-level CO positions at RIDOC.

The lawsuit seeks damages that include job offers, back pay and retroactive seniority. The Department
has sought the help of six private consultant firms, selected by the Attorney General’s office, to review
and analyze testing procedures and documents for the written and oral testing phases of the Department’s
Training Academy procedures and to provide methodology relating to such procedures. The case is
ongoing.

COMMUNITY CORRECTIONS

The Community Corrections program is responsible for supervising offenders serving portions of their
sentence under probation, parole, or community confinement, and also provides certain services to
victims of crimes. The Probation and Parole unit provides supervision and services for individuals under
the jurisdiction of the courts or Parole Board and attempts to successfully reintegrate individuals from
incarceration back into the community. Community Confinement provides supervision to individuals
sentenced to ‘“house arrest” by the courts and can include work-release supervision. Community
Corrections uses electronic monitoring as a primary component of its supervision strategy. Victim
Services provides 24-hour per day automated information about offender status and victim advocacy
services, including crisis intervention, referral, and case management. The Budget includes 134.0 FTE
positions in both FY2017 and FY2018.

Community Corrections General Revenue
FY2017 Enacted $16,993,141
Target and Other Adjustments 283,308
Discharge Planning 800,000
Justice Reinvestment Initiative 505,520
Community Corrections Population Informational
FY2018 Enacted $18,581,969
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Discharge Planning $800,000

The Budget is increased by $800,000 in general revenue to fund sex offender discharge planning provided
by Crossroads Rhode Island. This increase is in addition to $250,000 provided to Crossroads Rhode
Island in the FY2017 Enacted Budget. Crossroads Rhode Island is the largest homeless services
organization in Rhode Island and their mission is to “help homeless or at-risk individuals and families
secure stable homes.”

Justice Reinvestment Initiative $505,520

The Budget includes a net increase of $505,520 in general revenue to support the Justice Reinvestment
Initiative in FY2018. The FY2017 Budget as Enacted included $893,000 to support the Justice
Reinvestment Initiative: $320,000 to hire an additional 4.0 Probation Officer positions to be responsible
for performing pretrial assessments, as well as lowering the amount of caseloads on current officers;
$123,000 to cover the technological costs associated with use of the recidivism risk assessment tool with
probationers by community corrections staff; and $450,000 to support the implementation of community-
based cognitive behavioral therapy.

The FY2018 Budget includes $405,520 in personnel costs, an increase of $85,520 above FY2017 Budget
as Enacted; $93,000 in technological expenses, a decrease of $30,000 from FY2017 Enacted; and
$900,000 in cognitive behavioral therapy (CBT) contract services, $450,000 above FY2017 enacted.

According to the Department, the original $450,000 in CBT funding covered six months of the program
in FY2017; to fund a full year requires an additional $450,000 for a total expense of $900,000 in FY2018.
The goal of the CBT services is to decrease recidivism. Community providers will be contracted to train
staff on evidence-based treatments. The Department has received five responses to the RFP for these
contracts; as of July 2017, no contract has been formally awarded. The Department is awaiting a formal
award to be made by the Purchasing Division.

Analyst Note: The Justice Reinvestment Initiative was created by Governor Raimondo through Executive Order 15-
11, as a working group to “examine investments that would break the cycle of crime and incarceration and improve
public safety.” The working group was composed of 26 members representing three branches of government and
several non-profit advocacy organizations in consultation with the Council of State Governments Justice Center, a
non-profit organization that specializes in assisting government leaders in the analysis of justice systems. With the
goal of reducing recidivism rates, the group identified three issue areas which presented the greatest challenges,
particularly in the management of the pre-trial population: outdated probation policies; ineffective probation
practices; and, insufficient assessment and diversion tools. The Justice Reinvestment working group identified these
issues as the primary drivers of recidivism costs and developed solutions intended to reduce recidivism.

Community Corrections Population Informational

While representing only 8.2 percent of the Department’s general revenue budget for FY2018, Community
Corrections serves the largest number of individuals. In FY2016, the program served 24,299 cases, 164
less cases than FY2015. Based on Department of Corrections’ statistics, 1 out of every 47 adult residents
in the State is on probation or parole. This equates to 1 of every 27 men and 1 of every 144 women.
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Community Corrections Population Trends
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The number of cases in the State’s urban areas is substantially higher than the statewide average.
Statewide there are an average of 17.0 probationers and parolees per square mile. This increases to as
high as 550.8 probationers and parolees per square mile in the City of Central Falls.

Probationers and Parolees by Square Mile
as of June 30, 2016

Statewide
Newport

West Warwick
North Providence
Woonsocket
Pawtucket
Providence

Central Falls 550.8

0.0 100.0 200.0 300.0 400.0 500.0 600.0
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Source: DOC FY2016 Annual Pooulation Report

CUSTODY AND SECURITY

The Custody and Security program is responsible for the secure custody and control of the State’s inmate
population to ensure the safety of staff, inmates, and the general public. The program represents the core
of what currently falls under the Institutional Corrections program. The program manages six correctional
institutions and one jail complex, all located in Cranston at the Pastore Center. Men’s facilities include
High Security, Maximum Security, the John J. Moran Medium Security Prison, the currently closed
Donald Price Medium Security facility, Minimum Security, and the Intake Center. Women are housed in
the Gloria McDonald facility. The Budget includes 989.0 FTE positions in both FY2017 and FY2018.
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Custody and Security General Revenue
FY2017 Enacted $133,857,240
Target and Other Adjustments (731,803)
Correctional Officer Arbitration Award 6,677,383
Closure of Bernadette Guay Facility (1,365,827)
Operating Savings (495,959)
Inmate Payroll 212,655
State Criminal Alien Assistance Program (SCAAP) (178,861)
Correctional Officer Trainee Hiring (81,368)
Inmate Population Informational
FY2018 Governor $137,893,460
Correctional Officer Arbitration Award $6.7 million

The FY2018 Budget includes $6.7 million in general revenue for wage base adjustments for the Rhode
Island Brotherhood of Correctional Officers (RIBCO) for the contract years FY2013 through FY2015,
and a successor agreement for FY2016 and FY2017. A Board of Arbitration panel issued this award
decision in July 2016. This increase in general revenue is the estimated FY2018 amount above and
beyond what the State set aside in reserves based on raises negotiated with other state employee unions,
which totaled 6.12 percent. The RIBCO award includes wage increases of 2.0 percent per year from
FY2013 through FY2016 and an increase of 2.25 percent beginning January 1, 2017. There will be no
retroactive payments for FY2013 and FY 2014 except for eligible employees who retired between FY2012
and the award execution date. This award impacts 941 correctional officers and 48 nurses.

Closure of Bernadette Guay Facility (51.4 million)

There is a savings of $1.4 million in general revenue in FY2018 due to overtime savings across Women’s
Facilities. The majority of this savings, $1.1 million, is due to the Bernadette Guay Facility closure in the
beginning of FY2017. This facility has a capacity to house 100 inmates, the FY2016 average population
was 21 inmates. This small number of female inmates have been reassigned to the Gloria McDonald
facility. The staff in the Bernadette Facility have also been reassigned, which will offset overtime costs in
the Gloria McDonald Facility.

Operating Savings (5495,959)
The Budget decreases by $495,959 due to operating savings. The decrease is comprised of a reduction of

$278,936 in office supplies at the Minimum Security Facility, a reduction of $229,674 in refunds and bad
debt expenditures, and offset by an increase in cellular phone costs of $12,651.

Inmate Payroll $212,655

The Budget is increased by $212,655 for inmate payroll expenditures over the FY2017 Budget as
Enacted, which included $910,265 in general revenue. The Department compensates inmates for various
work including janitorial work, kitchen work, and constructing/repairing items throughout the
Department’s facilities or on work crews. The pay rate ranges from $1 to $3 per day depending on the
tasks performed. According the Department, inmate employment increases morale and provides work
experience that could potentially reduce recidivism. This increase was requested by the Department based
on the FY2016 spent amount of $1.1 million.
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State Criminal Alien Assistance Program (SCAAP) (5178,633)

The State receives funding from the federal Department of Justice to help offset costs associated with
housing undocumented aliens who have committed crimes in the State. Funding for State Criminal Alien
Assistance Program (SCAAP), which was created in 1990, offsets general revenue personnel costs for
providing services while detainees are incarcerated. The Department reports the number of inmates who
meet federal eligibility standards under SCAAP. These include “undocumented criminal aliens who have
at least one felony or two misdemeanor convictions for violations of state or local law, and who are
incarcerated for at least 4 consecutive days during the reporting period.” The final award to the State is
based on actual inmate levels as compared to other states during a determined reporting period.

The federal government determines the number of inmates eligible for reimbursement and issues funding
to the State. Of note, the State is never notified of the number of inmates qualifying under SCAAP. The
Department of Justice calculates and issues payments to states based on the amount of federal funding
available. These federal funds finance personnel, adult inmate education, and other counseling and reentry
services for undocumented immigrants. The FY2017 Budget as Enacted includes $571,759 in federal
funds. The FY2018 Budget includes $750,392 in in federal funds, this increase offsets general revenue
funds, leading to a savings of $178,633.

Correctional Officer Trainee Hiring (581,368)

The Budget includes a net reduction of $81,368 in general revenue in FY2018 by hiring new correctional
officers (COs). Hiring costs are offset by savings due to a reduction in overtime costs by filling current
CO vacancies. The Department anticipates that a CO training class will graduate in November 2017 and
will fill 24 vacancies.

The Department normally conducts training classes on an annual basis due to high turnover rates for
Correctional Officers. The average vacancy rate is 3 to 4 COs per month, amounting to 29 to 36 vacancies
per year. The Department does not have a target staffing level or minimum roster because needs change
on a daily basis based on population and security issues within specific facilities; however, classes are
conducted annually to ensure the Department has trained COs available to adapt to changes in staffing
requirements. Without a sufficient number of trained COs, current COs must fill shift needs, increasing
overtime costs to the Department.

Analyst Note: The FY2016 revised budget did not fund a training class due to the U.S. Department of Justice (DOJ)
lawsuit over bias in testing materials used by DOC. The DOJ allowed the DOC to hold a CO training class in FY2017
and FY2018.

Inmate Population Informational

The Department’s budget is largely influenced by the number of inmates in its custody at any given time.
As the Department does not control the number of inmates entering or leaving its care, its budget is in
large part a reflection of overall judicial and prosecutorial policies in the State. Factors may include
legislative mandates requiring minimum sentences, variances in sentencing policies based on the judges,
and/or prosecution or defense counsel involved in cases.

The Department of Corrections’ FY2018 budget was based on an average daily population of 3,000, a
decrease of 200 inmates from the FY2017 enacted level of 3,200.
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Total Inmate Population
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*FY2012 capacity change represents the Price Medium Security facility closing. FY2017
capacity change represents the Bernadette Guay Facility closing.
**FY2018 figures are estimates.

HEALTHCARE SERVICES

The Healthcare Services program is responsible for medical, dental, and mental health service provision
to all inmates. Prior to FY2013, these responsibilities were allocated to the Institutional Corrections
program. The Budget includes 83.0 FTE positions in FY2017 and FY2018.

Healthcare Services General Revenue
FY2017 Enacted $21,909,573
Target and Other Adjustments 472,512
Medical Services Contracts 1,012,780
Mental Health Initiative 405,388
FY2018 Enacted $23,800,253
Medical Services Contracts $1.0 million

An increase in medical services contracts adds $1,012,780 in general revenue to the FY2018 Budget
($420,000 less than the Governor’s Budget added to contracted services). These medical contracts include
contracts with doctors, dentists, mental health professionals, and pharmacy services. It is federally
mandated that inmates receive the same level of medical care, both physical and mental health care, that
they would receive in the community. Medical contracts are used by the Department when medical
service needs cannot be met by staff.

Mental Health Initiative $405,388

There is an increase of $405,388 in personnel within Healthcare Services. This increase is largely
comprised of funding to support 3.0 mental health related FTE positions. Though funding is added, the
Department-wide FTE cap was not raised. These newly funded positions include, 2.0 Clinical Social
Workers ($108,353 each) and 1.0 Behavioral Health Administrative Assistant ($68,655). One social
worker will be stationed at Maximum Security and the other will work in the Intake Service Center. The

TOC



DEPARTMENTAL SUMMARIES | 195

Behavioral Health Administrative Assistant will replace a temporary contract position and will manage
scheduling, answering and triaging phone calls, and maintain unit records. The Department is required to
accept mentally ill offenders who do not otherwise qualify for admission into a mental health facility. The
Department reports that more mental health resources are needed with 15,000 admissions per year and
eight clinicians on staff.

INSTITUTIONAL BASED REHABILITATION/POPULATION MANAGEMENT

The Institutional Based Rehabilitation/Population Management program handles educational and
vocational training; Correctional Industries; case management services; inmate treatment services,
including substance abuse counseling and other services; and reentry services including discharge
planning and reentry assistance.

Correctional Industries provides inmate labor, work crews, and certain manufactured items. Correctional
Industries services are provided centrally to all state departments and agencies as well as to
municipalities. State law requires the State and municipalities to solicit bids from Correctional Industries
when soliciting labor and/or supplies offered under the program. The operational cost of the program is
shown on a centralized basis for informational purposes (internal service funding), but the actual costs are
reflected in the operating budgets of user agencies.

The Budget includes 55.0 FTE positions in FY2017 and FY2018, consistent with the FY2017 Budget as
Enacted.

Institutional Based Rehab/Population Management General Revenue
FY2017 Enacted $11,599,533
Target and Other Adjustments 94,987
Medication/Mediation Assisted Treatment Program Informational
FY2018 Enacted $11,694,520
Medication/Mediation Assisted Treatment Program Informational

The Budget reverses the Governor’s transfer of $2.0 million in general revenue, related to the
Medication/Mediation Assisted treatment (MMAT) program, from the DOC to the Department of
Behavioral Healthcare, Developmental Disabilities, and Hospitals (BHDDH). The expenditures in the
DOC budget will meet the maintenance of effort (MOE) requirements of the federal grant that funds the
program. Previously, there had been a concern that the funds had to be in the BHDDH budget to meet the
MOE requirements.

This program, which is an initiative of the Governor’s Overdose Prevention and Intervention Task Force,
will utilize contracted staff and services to screen for opioid disorders and conduct assessments of new
inmates to determine treatment options. According to the Administration, opioid use disorder affects up to
20.0 percent of the 16,000 individuals committed to the Adult Correctional Institution (ACI) annually.

INSTITUTIONAL SUPPORT

Created in FY2013, the program is responsible for food services, facilities maintenance and repairs, and
the Inmate Classification Unit. These responsibilities were previously done through the Institutional
Corrections program. The Budget includes 58.0 FTE positions for both FY2017 and FY2018.

Institutional Support General Revenue
FY2017 Enacted $15,822,911
Target and Other Adjustments (371,199)
Population Per Diem Adjustment (536,609)
FY2018 Enacted $14,915,103
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Population Per Diem Adjustment (5536,609)

There is a savings of $536,609 in general revenue per-diem operating expenses in FY2018 due to a
smaller than projected population within the Department of Corrections (DOC) in FY2017. This smaller
population leads to a reduction in spending on food within Institutional Support. The Department reported
an average of 2,958 individuals in their June 2017 population report. The Governor’s Budget projected a
population of 3,058 in FY2017 and 3,059 in FY2018. The FY2018 Budget as Enacted assumes an
average population of 3,000.

PAROLE BOARD

The Parole Board is a six-member appointed commission that is charged with evaluating and authorizing
the early release of inmates who meet certain conditions. The Department determines eligibility criteria,
including that inmates must serve at least one-third of their sentence prior to being eligible for parole and
must meet defined criteria post-parole and for the duration of their sentence. The Board is supported by an
Administrator, an Investigator, and support staff. The Department has budgetary responsibility for the
Board; however, it remains autonomous with regard to making parole decisions.

In 2013, the General Assembly passed the “Good Conduct Certificate” legislation, allowing the Parole
Board to award a certificate of good conduct to an individual who has not been convicted of more than
one felony (that is not a crime of violence) and who has paid all fines and other penalties imposed by the
court. It assigns power to the Parole Board to hear petitions from individuals for issuance of a certificate
and to establish a minimum period of good conduct for potential applicants. The Certificate is issued to
individuals convicted of crimes that may affect their ability to find employment and who have
successfully completed rehabilitation. In some cases, it would relieve the petitioner of collateral
consequences resulting from the criminal record. Current staff assists the Parole Board in administering
the program. The Budget includes 10.0 FTE positions in FY2017 and FY2018, consistent with the
FY?2017 Budget as Enacted.

Parole Board General Revenue
FY2017 Enacted $1,338,481
Target and Other Adjustments 82,310
FY2018 Enacted $1,420,791

CAPITAL PROIJECTS

The Budget includes a total of $50.6 million in capital projects from FY2018 through FY2022, including
$15.8 million in FY2018.

Major items in FY2018 include:

= $7.3 million for Medium Security Facility infrastructure improvements to accommodate the increase
in the inmate population housed in this facility.

= $3.9 million for asset protection projects at correctional facilities including the Prison Rape
Elimination Act (PREA) compliance project, to correct audit findings; repairs to the Maximum
security cupola to meet preservation historical society guidelines; security camera installation;
security system upgrades; and emergency generator installation.

= $2.0 million for restoration and repairs to the exterior of the Intake Service Center (ISC), expansion
and repairs to the parking lot, and other general repairs and upgrades.
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Judiciary

FY2016 FY2017 FY2017 FY2018
Expenditures By Program Spent Enacted Revised Change from Enacted Enacted Change from Enacted
Supreme Court $39.7 $40.0 $41.5 S1.5 3.7% $43.3 $3.3 8.2%
Superior Court 22.9 23.2 234 0.1 0.6% 23.8 0.6 2.6%
Family Court 23.3 24.3 23.7 (0.5) -2.3% 23.6 (0.7) -2.7%
District Court 12.4 12.3 12.9 0.6 5.2% 13.5 1.2 9.8%
Traffic Tribunal 8.4 9.0 8.9 (0.1) -0.8% 9.5 0.5 5.0%
Worker's Compensation Court 6.7 8.1 8.0 (0.1) -1.0% 8.1 0.0 0.3%
Judicial Tenure & Discipline 0.2 0.1 0.1 (0.0) -0.3% 0.1 0.0 16.9%
Total $113.5 $117.1 $118.6 $1.6 1.3% $122.0 $4.9 4.2%
Expenditures By Source
General Revenue $95.2 $96.6 $97.1 S0.5 0.5% $99.0 $2.4 2.4%
Federal Funds 3.6 33 39 0.7 21.3% 3.4 0.2 4.8%
Restricted Receipts 9.8 11.7 13.2 1.5 12.6% 12.5 0.8 7.3%
Operating Transfers from Other Funds 5.0 5.5 4.5 (1.1) -19.4% 7.1 1.6 28.5%
Total $113.5 $117.1 $118.6 $1.6 1.3% $122.0 $4.9 4.2%
Authorized FTE Levels 723.3 723.3 723.5 0.2 0.0% 723.5 0.2 0.0%

S in millions. Totals may vary due to rounding.

Rhode Island has a unified court system composed of six statewide courts. The Supreme Court is the court
of review, the Superior Court is the general trial court, and the Family, District, Traffic Tribunal, and
Workers” Compensation Courts are trial courts of special jurisdiction. The entire system is state-funded
with the exception of probate courts, which are the responsibility of cities and towns, and the municipal
courts, which are local courts of limited jurisdiction.

The Chief Justice of the Supreme Court is the executive head of the state court system and has authority
over the Judiciary’s budget. The Chief Justice appoints the State Court Administrator and an administrative
staff to handle budgetary and general administrative functions. Under the direction of the Chief Justice, the
Court Administrator manages appropriations for all state courts, except those as provided otherwise by law.
Each court has responsibility over its own operations and has a chief judge who appoints an administrator
to handle internal court management.

MAJOR ISSUES AND TRENDS FOR FY2018

Total general revenue funding is $2.4 million (2.4 percent) more than the FY2017 Budget as Enacted for a
total of $99.0 million. Article 1 caps the amount the Judiciary may charge five state agencies for public
courthouse occupancy costs at $1.2 million which are based on a March 2014 study of actual occupied
space throughout the Courts. There is an increase of $126,768 reimbursed to the Judiciary from these
agencies.

The Judiciary is developing a new Case Management and an E-Filing system. The new system will integrate
information throughout the justice system and diminish the requirement for paper storage of case materials
as all the information will be stored electronically. The final phase of this $7.7 million project, the
conversion of juvenile cases and the jury system, will be completed in FY2018 and funded with restricted
receipts and Information Technology Investment Funds.

The Budget does not include a number of increases requested by the Judiciary including $500,000 to support
additional staff at Rhode Island Legal Services, a non-profit organization which provides legal assistance
and representation to low income clients; $517,000 to increase juror fees from $15 to $35 per day; and
$100,000 for grants in the Defense of Indigents program. The Judiciary is responsible for the defense of
indigent persons who cannot be represented by the Office of the Public Defender due to conflicts of interest
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or other reasons. The FY2018 Budget includes $3.8 million for the Defense of Indigents program,
consistent with the FY2017 Budget as Enacted. In addition, the Budget does not provide funding for judge

positions that were requested by judiciary but have not Unfunded FTEs Requested by Judiciary
been appointed by the Governor or a court reporter Court Position Cost
position that was requested. The Budget also shifts Family Court Associate Justice $225,301
$500,000 in general revenue funded positions to the Associate Justice 225,301
restricted receipt account the Judiciary planned to use ~SuPeriorCourt  Associate Justice 225,301
to fund the collections unit; consequently, according to Court Reporter 94,215
Total $770,119

the Judiciary the new collection unit will not move
forward in FY2018.

Source: Judicidary

SUPREME COURT

The Supreme Court is the only constitutionally-established court in the State, and is empowered with
administrative authority over the entire state court system. The Court is the final court of review, and also
issues advisory opinions to Legislative and Executive branches of government and regulates the Rhode
Island Bar. Administrative functions include budgeting, human resource management, purchasing,
information technology management, and fine and fee collection. The Supreme Court also offers programs
related to domestic violence prevention, mandatory continuing legal education, alternative dispute
resolution, victim rights information, and the interpreter program. The Budget includes 166.2 FTE
positions in revised FY2017 and FY2018 for the program, an increase of 6.9 FTEs from the enacted level.

Supreme Court General Revenue
FY2017 Enacted $31,294,471
Target and Other Adjustments (325,426)
Personnel 1,013,655
Court Offsets 126,768
Collections Unit Informational
FY2018 Enacted $32,109,468
Supreme Court Other Fund Changes
State Justice Institute Grant $18,000
Personnel $1.0 million

The Budget includes an increase of $1.0 million for personnel costs. This increase is based on the
Department’s $1.3 million projection for positions filled and an increase for over-time in FY2017 of
$390,000, which is related to the case management system (CMS) conversion. The increase is partially
offset by a reduction of $437,000 for increased turnover and $277,000 due to the transfer of costs for the
new collections unit to restricted receipts. Funding for over-time for the CMS conversion was not requested
during last budget cycle because the Criminal Division phase of the conversion was tentatively scheduled
for June 2016 and was delayed to December 2016 to allow for additional testing of data and new business
processes. The Budget is $807,000 less than the Judiciary’s request. The Judiciary has stated that the
enacted budget will prevent the implementation of the collections unit.

Court Offsets 5126,768

Article 1 caps the total amount the Judiciary may charge five state agencies for public courthouse occupancy
costs at $1.2 million total. State agencies that occupy court space include the Public Defender’s Office;
Office of the Attorney General; Department of Corrections; Department of Children, Youth, and Families;
and Department of Public Safety. Agencies that occupy space in the court buildings around the State incur
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costs for a share of building related expenses based on the amount of space that is occupied. In total, the
agencies occupy 19.7 percent (89,979 square feet) of useable court space based on a March 2014 study.

Court Cost Offsets

Agency FY2017 FY2018 Change from FY2017

Attorney General $142,227 $159,294  S17,067 12.0%
Children, Youth & Families 42,967 48,123 5,156 12.0%
Corrections 100,212 112,237 12,025 12.0%
Public Defender 97,696 109,419 11,723 12.0%
Public Safety 673,336 754,132 80,796 12.0%
Total $1,056,438 $1,183,205 $126,767 12.0%

Collections Unit Informational

In FY2018, the Judiciary is planning to create a collections unit funded with indirect cost recovery restricted
receipt dollars. At this time, the Judiciary is not requesting an increase to the full-time equivalent cap and
expects to staff the seven-person unit internally. The primary responsibility of this unit is to increase the
collections of restitution and court-owed fines, and reduce the number of defendants being incarcerated due
to failure to appear at ability to pay hearings. The Budget includes the shift in FTE positions; however, the
Budget also shifts expenses from general revenue to restricted receipts and increases turnover. According
to Judiciary, these reductions in general revenue will prevent the new collections unit project from moving
forward in FY2018.

State Justice Institute Grant $18,000

The Budget includes a federal fund increase of $18,000 annually in FY2017 and FY2018 to reflect a new
federal grant from the State Justice Institute. The grant will be used to identify best practices and effective
strategies for the transition and implementation of the new case management system. The new system will
integrate information throughout the justice system and diminish the requirement for paper storage of case
materials as all the information will be stored electronically.

SUPERIOR COURT

The Superior Court has jurisdiction for all felony cases, misdemeanor cases that have been appealed or
waived from the District Court, and civil cases in which the disputed amount exceeds $10,000, and all
probate and zoning appeals. The Court has four locations throughout the state, including Providence,
Warwick, Wakefield, and Newport. The Gun Court and Adult Drug Court were established in FY 1995 and
FY2002, respectively. The Superior Court also has appellate jurisdiction of decisions of local municipal
and probate courts. Appeals from various boards and commissions, such as zoning boards and Ethics
Commission appeals, are heard in Superior Court as well as petitions to review disciplinary action imposed
upon a state or local police officer by the chief of that department. In addition to conducting trials, the
Superior Court administers the Court-Annexed Arbitration Program which accelerates the disposition of
certain less complex civil cases in which there is $100,000 or less at issue. Matters such as contract disputes,
personal injury claims, and property damage suits may be certified to this alternative dispute resolution
program.

The Budget includes 164.0 FTE positions in FY2017 and 163.7 in FY2018 for the program, reflecting a
decrease of 1.7 FTE in FY2017 and 2.0 FTE in FY2018 relative to the enacted level. The positions are
transferred to the Supreme Court program to staff the new case management system.
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Superior Court General Revenue
FY2017 Enacted $22,807,060
Target and Other Adjustments (74,774)
Personnel Expenses 647,578
FY2018 Enacted $23,379,864
Personnel Expenses $647,578

The Budget includes increase of $647,578 for personnel expenses. This increase represents $732,928 for
salary and benefits based on the Department’s projection of positions filled, including $233,333 for a
Magistrate position, partially offset by a reduction of $185,350 for a court reporter position that was
requested but not funded.

FAMILY COURT

The Rhode Island Family Court, established in 1961, was the first statewide Family Court in the United
States. The Family Court has jurisdiction to hear and determine all petitions for divorce and any motions
in conjunction with divorce proceedings, such as motions relating to the distribution of property, alimony,
support and custody of children. It also hears petitions for separate maintenance, and complaints regarding
support for parents and children. The Family Court also has jurisdiction over matters relating to delinquent,
wayward, dependent, neglected, abused, or mentally deficient or mentally disordered children. In addition,
it has jurisdiction over adoptions, paternity proceedings, and a number of other matters involving domestic
relations and juveniles. Appeals from decisions of the Family Court are taken directly to the state Supreme
Court.

The Court runs specialty court programs, including the Juvenile Drug Court, Domestic Violence Court,
Truancy Court, Mental Health Court Clinic, and the Juvenile Re-Entry Court. The Court has four locations
throughout the state, including Providence, Warwick, Wakefield, and Newport. The Budget includes 169.6
FTE positions in revised FY2017 and 169.6 FTE positions in FY2018, a decrease of 5.1 positions from the
enacted level in FY2017 and a decrease of 5.4 in FY2018. The decreases represents positions shifted to the
new collections unit.

Family Court General Revenue
FY2017 Enacted $21,495,610
Target and Other Adjustments (58,955)
Personnel Expenses (740,973)
FY2018 Enacted $20,695,682
Personnel Expenses (5740,973)

The Budget includes a decrease of $740,973 for personnel expenses. This decrease includes a reduction of
$294,860 for salary and benefits based on the Department’s projection of positions filled, including
$233,334 for a Magistrate positions, and a reduction of $446,113 for two associate justice positions that
were requested but have not been appointed by the Governor and are therefore not funded in the Budget.

DISTRICT COURT

The District Court has jurisdiction over all criminal misdemeanor cases if the defendant waives the right to
a jury trial. If the defendant asks for a jury trial, the case will be transferred to the Superior Court. The
District Court also has jurisdiction over bail hearings in felony cases and over violation hearings in
misdemeanor cases. The District Court presides over civil trials in which the damages sought total up to
$5,000. If the parties agree, the District Court can hear civil suits for damages to a maximum of $10,000.
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District Court jurisdiction also includes Small Claims Court for damages up to $2,500; violations of
municipal ordinances and regulations; violations and hearings on involuntary hospitalization under the
mental-health, drug-abuse, and alcohol laws; regulatory appeals, including those related to taxation; and
violations of state or local housing codes. Appeals from District Court decisions go to the Superior
Court. The Court has four locations throughout the state, including Providence, Warwick, Wakefield, and
Newport. The Budget provides 94.0 FTEs in FY2017 and FY2018, consistent with the FY2017 Budget as
Enacted.

District Court General Revenue
FY2017 Enacted $11,865,905
Target and Other Adjustments (184,786)
Personnel 1,139,394
Pretrial Services Staff 344,522
FY2018 Enacted $13,165,035
Personnel $1.1 million

The Budget includes an increase of $1.1 million in personnel costs. The increase represents salary and
benefits based on the Department’s projection of positions filled, including 2.0 Clerk Magistrate positions.

Pretrial Services Staff $344,522

The Pretrial Services Staff works with defendants to reduce the incidence of bail violation or revocation.
Under certain circumstances, a judge may impose additional conditions on the awarding of bail other than
keep the peace and be on good behavior. For example, the conditions may include a mental health or
substance abuse evaluation and treatment, random drug or alcohol screenings, enrollment in an anger
management class, or adherence to a curfew. These conditions are imposed to help assure the defendant
returns to court and to minimize the danger to public safety. In every case, the Pretrial Services Unit
develops and implements a monitoring plan to encourage compliance and reduce the incidence of bail
revocation. The Budget provides $1.8 million in general revenue to fund personnel costs associated with
the program, an increase of $344,522 relative to the FY2017 Budget as Enacted and $250,000 relative to
the Governor’s FY2018 proposal.

TRAFFIC TRIBUNAL

The Traffic Tribunal replaced the Administrative Adjudication Court in 1999. The Traffic Tribunal is
responsible for hearing most traffic cases, distributing and controlling traffic summonses, and maintaining
accurate driver accident and violation records. The Traffic Tribunal hears appeals from the Division of
Motor Vehicles and the municipal courts as well as certain violations of the Department of Environmental
Management. The Tribunal has authority to enforce its own judgments. The Traffic Tribunal has one
location, at the Pastore Center in Cranston. The Budget includes 78.0 FTE positions in FY2017 and 79.0
in FY2018, representing a decrease of 0.3 in FY2017 and an increase of 0.7 in FY2018 relative to the
FY2017 enacted level.
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Traffic Tribunal General Revenue
FY2017 Enacted $9,018,180
Target and Other Adjustments (44,185)
Personnel 494,425
FY2018 Enacted $9,468,420
Personnel 5494,425

The Budget increases $494,425 in general revenue for personnel costs based on the Department’s projection
of positions filled.

WORKERS' COMPENSATION COURT

The Workers’ Compensation Court has jurisdiction over all disputes between employers and employees
relating to workers’ compensation. The court’s jurisdiction includes contested cases involving the
rehabilitation of injured employees and claims involving disputes between an employer and its workers’
compensation insurer. Since FY 1990, the expenses incurred in the operation of the court are paid through
the Workers’ Compensation Administrative Fund (restricted receipts). The Budget includes 50.0 FTE
positions in revised FY2017 and FY2018, consistent with the enacted.

Worker's Compensation Court Restricted Receipts
FY2017 Enacted $8,096,017
Target and Other Adjustments 22,866
FY2018 Enacted $8,118,883

JUDICIAL TENURE AND DISCIPLINE

The Commission on Judicial Tenure and Discipline is the program charged with investigating judges who
have been charged with misconduct. The Supreme Court may affirm, modify or reject the
recommendations of the Commission. The Budget includes 1.0 FTE position in FY2017 and FY2018 for
the program, consistent with the FY2017 enacted level. For the FY2017 Revised Budget, the Judiciary
requested an increase of $278,500 ($286,000 total) in general revenue for legal costs associated with a
matter before the Commission. The Budget does not include funding for Special Counsel investigating and
presenting the matter before the Commission. The matter has been particularly involved and the costs
significantly exceed the resources that were provided in the enacted budget based on previous fiscal year
expenditure.

Judicial Tenure & Discipline General Revenue
FY2017 Enacted $124,865
Target and Other Adjustments 21,143

FY2018 Enacted $146,008

CAPITAL PROJECTS

The Budget includes $4.5 million in expenditures from in capital expenditures from Rhode Island Capital
Plan (RICAP) funds in FY2017 and $7.1 million in FY2018.

*  The Budget includes $1.8 million in FY2017 (including $405,069 in carryforward) and $4.0 million in
FY2018 to expand the capacity of the Noel Judicial Complex by finishing courtroom space in the
interior shell and adding parking to accommodate the expansion. The Judiciary expects to complete the
project in two phases. The first phase of the project adds two decks to the current parking garage to
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address the need for additional parking as a result of the proposed expansion. The second phase of the
project will build out the shelled courtroom space within the Noel Complex. Noel is centrally located
in Warwick and serves populations in both Washington and Providence counties.

The Budget includes $1.1 million in FY2017 (including a $180,072 carryforward) and $900,000 in
FY2018 for ongoing projects to replace, clean, and restore HVAC systems in judicial buildings and
ongoing asset protection projects.

The Budget includes $868,614 in FY2017 (including a negative $6,386 carryforward) and $950,000 in
FY2018 for asset protection projects throughout the court system. Projects include security upgrades,
courtroom restorations, restroom renovations, interior renovations to public spaces, elevator upgrades,
and exterior courthouse refurbishments.

The Budget includes $750,000 annually in FY2017 and FY2018 for restorations to the Licht Judicial
Complex. Funds will be used to repair decaying plaster, replace or renovate courtroom benches, and
to make other upgrades to the courthouse exterior.
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Military Staff

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
RI National Guard $15.4 $23.2 $20.8 (s2.4) -10.3% $38.2 515.0 64.7%
Total $15.4 $23.2 $20.8 ($2.4) -10.3% $38.2 $15.0 64.7%
Expenditures By Source
General Revenue $2.2 $2.7 $2.6 (50.1) -3.1% S2.6 (50.0) -0.9%
Federal Funds 12.1 17.5 17.1 (0.4) -2.4% 27.7 10.2 58.4%
Restricted Receipts 0.1 0.3 0.1 (0.2) -70.3% 0.1 (0.2) -61.7%
Operating Transfers from Other Funds 1.0 2.7 1.1 (1.6) -60.7% 7.7 5.0 187.0%
Grand Total $15.4 $23.2 $20.8 (s2.4) -10.3% $38.2 $15.0 64.7%
Authorized FTE Levels 92.0 92.0 92.0 - - 92.0

S in millions. Totals may vary due to rounding.

The mission of the Military Staff (Rhode Island National Guard) is to prepare for immediate mobilization
in the event of war or national emergency; to maintain peace, order, and public safety in the state in time
of man-made or natural disaster or when otherwise directed by the Governor; and, to participate in the
development and establishment of local, regional, and nationwide initiatives and programs.

MAJOR ISSUES AND TRENDS FOR FY2018

The Budget includes $20.8 million in FY2017, of which $2.6 million is general revenue. This reflects an
all fund decrease of $2.3 million from the FY2017 Budget as Enacted. This includes decreases of
$417,684 in federal funds, $83,378 in general revenue, and $237,300 in restricted receipts, and $1.6
million in other funds. The decrease in other funds primarily reflects unexpended Rhode Island Capital
Plan funds for the new joint force headquarters.

The Budget includes $38.2 million in FY2018, of which $2.6 million is general revenue. This reflects an
all funds increase of $15.0 million from the FY2017 Budget as Enacted. The increase includes $10.2
million in federal funds, $5.0 million in other funds, which are offset by decreases of $207,800 in
restricted receipts and $25,662 in general revenue. The increase in federal and Rhode Island Capital Plan
other funds reflects funding for the construction for the new joint force headquarters at Camp Fogarty in
the Town of East Greenwich.

NATIONAL GUARD

The National Guard program is composed of reserve units of the United States Army and Air Force, the
Rhode Island National Guard (RING), and the State Historic Militia. The Guard is authorized to have in
excess of 3,300 members (2,178 Army National Guard and 1,136 Air National Guard). The Guard has
numerous facilities throughout the state, including 14 armories, 3 air bases, 2 training sites, and 10
maintenance and support buildings, housing equipment valued at $500.0 million. The Guard is largely
financed through federal funds, including drill and training pay for Army and Air Guard personnel,
supplies, equipment, facility maintenance, and capital projects. State funds are provided as a match on
some projects and primarily pay employee salary and benefit costs, training, travel, and maintenance. The
Budget provides 92.0 FTE positions in FY2017 and in FY2018, consistent with the enacted budget.
Approximately 72.6 percent of these authorized FTE positions is supported by federal funds.
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Rl National Guard General Revenue
FY2017 Enacted $2,659,719
Target and Other Adjustments (2,454)
Quonset Fire Protection 78,180
Operating Expenses (53,425)
Personnel (47,963)
FY2018 Enacted $2,634,057
Rl National Guard Other Fund Changes
Joint Forces Headquarters $10,000,000
Quonset Fire Protection 578,180

The Budget increases general revenue funded personnel costs by $78,180. The increase reflects the
additional State share for firefighters at the Quonset Air Base that exceeds the federal compensation cap
for firefighters. Previously, firefighters at Quonset Air Base were financed with 100.0 percent federal
funds under the Master Cooperative Agreement Appendix 24 Firefighter program. Subsequently, the
federal government adopted new rules that capped the federal contribution rate for the firefighters at a
2012 compensation rate. Firefighters hired before 2012 were “grandfathered” and are not subject to the
federal 2012 cap level. The State is required to pay any amounts in excess of the cap on the
“grandfathered” amounts.

The additional $78,180 reflects the amount of compensation for the “grandfathered” firefighters that
exceeds the federal cap. As the firefighters move up their wage scale steps, the state share costs increase.
New firefighters start with a lower state cost due to the fact that they usually start at the first step of the
firefighter wage scale. The first step only has a $4,000 annual state cost due to the gap between current
starting wage (step 1) and the federal General Service Administration (GSA) wage cap from the National
Guard Bureau (NGB). Each year, as the firefighter goes up the steps, the change in pay will increase the
firefighter's state share costs. The GSA wage scale amount does not change each year; however, new
firefighter will continue to move up the wage steps until reaching step 5 where the gap would be close to
$20,000.

Firefighter staffing levels must remain the same as per the federal agreement, so federal turnover cannot
be utilized to supplant the State share. There are 30.0 FTE positions assigned to the program, including
2.0 FTE vacant positions.

Operating Expenses (553,425)

The Budget includes $1.0 million in general revenue ($7.0 million in all funds) in FY2018 for operating
expenses, reflecting a net decrease of $53,425 from the FY2017 Budget as Enacted. The largest
adjustment is the increase of $100,464 in general revenue for snowplowing and sanding.

FY2017 FY2018

Operating Expenses Enacted Governor Change

Snowplowing and Sanding $4,263 $104,727 5100,464

Building Maintenance & Repairs 237,698 161,096 (76,602)
Fuel: Natural Gas 140,428 66,438 (73,990)
CUF: Overhead 121,309 91,342 (29,967)
Fuel: Oil #2 - Home Heating Oil 40,066 20,862 (19,204)
Electricity 217,842 234,113 16,271
All Other Operating Expenses 330,759 360,362 29,603
Total $1,092,365 $1,038,940 (553,425)
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Personnel (547,963)

The Budget includes $861,708 in general revenue in FY2018 for personnel; a net decrease of $47,963
from the FY2017 Budget as Enacted, reflecting increased turnover savings of $31,279 and numerous
benefit decreases.

Joint Forces Headquarters (federal funds) $10.0 million

The Budget includes $10.0 million in federal funds in FY2018 for construction costs for a new Joint
Force Headquarters Building. Currently the project is in the architectural and engineering design phase.
The request for bids is expected to occur in early FY2018 with construction scheduled to begin by late
FY2018. This project involves the design and construction of a new $32.7 million, 80,776 sq. ft. Joint
Force Headquarters Building (JFHQ) to house the Rhode Island National Guard (RING). The federal
National Guard Bureau will provide $21.7 million towards the construction of the facility with the State
providing $10.7 million in RICAP funds. In order to receive the federal funds, the State must provide a
33.0 percent state match. The structure will be located on federal land at Camp Fogarty in the Town of
East Greenwich, and will be used to support the administration, training, and logistics of both the Army
and Air National Guard. The new structure will replace the existing 36,000 sq. ft. structure located at
1511 New London Avenue in the City of Cranston.

CAPITAL PROJECTS
The Budget includes $3.6 million ($1.1 million RICAP) in capital projects for FY2017 and $20.2 million
in FY2018 ($7.7 million RICAP), including:

= $75,000 in FY2017 and $5.9 million in FY2018 for a new Joint Force Headquarters Building project.
The project also includes $10.0 million in federal funds in FY2018. Construction is scheduled to
begin in FY2018 when the bulk of the planning and construction will occur.

=  $808,202 in FY2017 and $700,000 in FY2018 for various asset protection projects.

= $132,725in FY2017 and $949,775 in FY2018 for the Armory of Mounted Commands Rehabilitation
project which includes the roof and HVAC replacement project.

= $37,564 in RICAP funds in FY2017 to complete the Benefit Street Arsenal rehabilitation projects. No
further funding is recommended after FY2017.

= $125,000 in RICAP funds in FY2018 for a Bristol Readiness Center feasibility study. The Military
Staff is planning for the design and renovation/construction of a new armory and field maintenance
shop to service two Guard units in the East Bay area. The current facilities fail to meet federal
operational, logistical, and security standards.
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Rhode Island Emergency Management Agency

FY2016 FY2017 FY2017 Change from FY2018 Change from

Expenditures By Program Actual Enacted Revised Enacted Enacted Enacted
Central Management $18.6 $24.0 $21.9 (52.1) -8.9% $18.4 (S5.6) -23.1%
Expenditures By Source

General Revenue $1.8 $1.8 $1.8 - - S1.7 (50.1) -3.9%
Federal Funds 16.7 20.1 17.9 (2.2) -10.9% 14.8 (5.3) -26.5%
Restricted Receipts 0.1 0.9 0.4 (0.5) -50.2% 0.5 (0.5) -50.0%
Operating Transfers from Other Funds - 1.2 1.7 0.5 40.3% 1.5 0.3  24.5%
Total $18.6 $24.0 $21.9 (52.1) -8.9% $184  (55.6) -23.1%
Authorized FTE Levels 320 29.0 29.0 - - 320 3.0 10.3%

S in millions. Totals may vary due to rounding.

The Rhode Island Emergency Management Agency (RIEMA) became a stand-alone agency in FY2015,
and is the coordinating agency for multi-jurisdiction and multi-agency response in the state for all
emergencies including natural and technological hazards such as fires, floods, tornadoes, hurricanes,
winter storms, chemical releases, weapons of mass destruction, and terrorism incidents. RIEMA is the
official coordinating agency of the State for the federal Department of Homeland Security and the federal
Emergency Management Agency in times of state, national, multi-jurisdiction, and multi-agency
emergencies and disasters. RIEMA operates and maintains the State Emergency Operations Center as
well as the statewide 800 MHz radio system and network.

MAJOR ISSUES AND TRENDS FOR FY2017 AND FY2018

The Budget includes $21.9 million in FY2017, of which $1.8 million is general revenue. The general
revenue amount is consistent with the enacted appropriation. Federal funds comprising 81.8 percent of the
Agency’s budget in FY2017, decrease by $2.2 million, restricted receipts decrease by $412,934, and other
funds increase by $494,414. The Budget includes $18.4 million in FY2018, of which $1.7 million is
general revenue. Federal funds comprising 80.1 percent of the Agency’s budget in FY2018, decrease by
$5.3 million, restricted receipts decrease by $410,951, and other funds increase by $304,664. The Budget
includes 29.0 FTE positions in FY2017 and 32.0 FTE positions in FY2017, bringing the number of FTE
positions back to the FY2016 level.

Central Management General Revenue
FY2017 Enacted $1,848,876
Target and Other Adjustments (114,406)
FY2018 Enacted $1,734,470
Central Management Other Fund Changes
Disaster and Emergency Preparedness Grants (56,889,534)
Personnel and Operating $1,570,741
Personnel and Operating (582,951)
Disaster and Emergency Preparedness Grants (federal Funds) (56.9 million)

The Budget includes recommends $8.9 million in federal funds for various federal grants and
reimbursements received for storm and natural disaster events. This appropriation is $6.9 million less than
the appropriation in the FY2017 Budget as Enacted. These funds also reimburse preparedness efforts for
terrorist threats, active shooters, hazardous material containment, and other emergency events. The
preparedness efforts are intended to improve and enhance the State’s ability to prevent, deter, respond to,
and recover from threats and incidents. The Budget includes a net decrease of $6.9 million in federal
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funds for FY2018. Federal grant funds vary from year to year depending upon the number and severity of
natural disasters and the availability of federal funds for non-disaster grants. The following table

highlights the more significant changes in FY2018.

RIEMA Federal Grants FY2017 Enacted FY2018 Enacted Change

Blizzard - Juno Disaster #4212 $4,000,000 SO (54,000,000)
Hurricane Sandy October 2012 3,191,356 800,000 (2,391,356)

FEMA Flood Reimbursement - Federal Match 743,611 2,300,000 1,556,389
Emergency Management Preparedness Grant 2015 1,655,751 500,000 (1,155,751)
Pre-disaster Mitigation Competitive Grant 2013 1,194,367 200,000 (994,367)

All Other Grants 5,065,439 5,160,990 95,551

Total $15,850,524 $8,960,990 (56,889,534)
Personnel and Operating Changes (federal funds) 51.6 million

The Budget includes $5.8 million in federal funds for personnel costs, reflecting an increase of $1.6
million in federal funds from the FY2017 Budget as Enacted. The Budget shifts more salaries and
benefits to federal funds, continuing the agency’s policy of realigning job duties to maximize personnel
expenditures through federal funding.

Personnel and Operating Changes (restricted receipts) (5582,951)
The Budget includes $278,095 in restricted receipt funds for personnel costs, reflecting a decrease of
$582,951 from the FY2017 Budget as Enacted. The Budget shifts more salaries and benefits to federal
funds, continuing the agency’s policy of realigning job duties to maximize personnel expenditures
through federal funding and restricted receipts.

CAPITAL PROIJECTS
The Budget includes RICAP funding for two capital projects. The projects include:

=  $1.5 million in FY2017 and in FY2018 in RICAP funds to support the Rhode Island Statewide
Communications System Network (RISCON). The project enhances and further develops RISCON,
the main communications platform used by all public safety agencies in the State for the daily
operations.

= $189,750 in FY2017 in RICAP funds to conduct a RIEMA building feasibility study to evaluate the
agency’s spatial needs and explore building options to relocate the headquarters and emergency
operations center from its present location at 645 New London Avenue in Cranston. The feasibility
study will not consider reusing the current headquarter facilities.
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Department of Public Safety

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures by Program Actual Enacted Revised Enacted Enacted Enacted
Central Management $5.4 $6.8 $9.4 S2.6 37.6% $11.9 S5.1 75.3%
E-911 5.2 5.7 5.5 (0.2) -3.8% 5.9 0.2 3.4%
Fire Marshal 5.3 5.1 7.0 1.9 36.6% 4.2 (0.9) -17.8%
Security Services 21.9 23.2 23.5 0.3 1.4% 23.9 0.8 3.3%
Municipal Police Training 0.5 0.5 0.6 0.1 23.7% 0.5 0.0 4.7%
State Police 76.0 78.7 95.9 17.2 21.9% 74.5 (4.2) -5.3%
Total $114.3 $120.0 $141.9 $21.9 18.3% $121.0 s1.0 0.8%

FY2016 FY2017 FY2017 Change from FY2018 Change from
Expenditures by Source Actual Enacted Revised Enacted Enacted Enacted
General Revenue $93.4 $99.4 $100.3 50.9 0.9% $100.3 50.8 0.8%
Federal Funds 7.1 9.3 32.2 22.9 246.3% 14.9 5.6 60.1%
Restricted Receipts 7.7 4.5 0.5 (4.0) -89.4% 0.4 (4.0) -90.7%
Other Funds 6.0 6.8 8.9 2.1 31.1% 5.4 5.1 -20.4%
Total $114.3 $120.0 $141.9 $21.9 18.3% $121.0 s1.0 0.8%
Authorized FTE Levels 633.2 610.2 615.6 54 0.9% 611.6 1.4 0.2%

S in millions. Totals may vary due to rounding.

The Department of Public Safety (DPS) is the principal agency of the Executive branch charged with law
enforcement functions. It includes six program areas, including, the State Police, Central Management, E-
911, Fire Marshal, Municipal Police Training Academy, and Security Services. The Department was
created in the FY2009 Budget, and is headed by the Superintendent of the State Police.

MAIJOR ISSUES AND TRENDS FOR FY2018

Public safety initiatives and Department of Public Safety operations receive $121.0 million in total
funding in FY2018. Over three quarters of this, or $103.3 million, comes from general revenue, a 0.8
percent increase ($836,938) from FY2017 enacted levels. FTE levels for FY2017 and FY2018 are
authorized at 615.6 and 611.6, respectively.

The Budget transfers 4.0 FTE human resources positions from DPS to the Department of Administration,
reducing general revenue by $403,733 within the Department. The move brings DPS into alignment with
all other state agencies that had their HR resources centralized within DOA back in 2005.

The Budget also includes $135,070 in new general revenue to cover the lease on the Fire Marshal’s new
headquarters at 560 Jefferson Boulevard. Except for the Fire Academy and Bomb Squad located in
Exeter, t