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(It is 10:06 a.m)

(1) Acceptance of Mnutes of the July 23, 2012
Meeti ng

CHAI RVAN WEYLER Call the neeting to order for
the Joint Fiscal Committee on Qctober 14'" 2012.
The first itemon the agenda is acceptance of the
m nutes of the last meeting, July 239 |']]
entertain a notion to accept the m nutes.

** REP. STEPANEK: So noved.

CHAI RMAN WEYLER: Mbtion by Representative
St epanek, second by Senator Mrse to accept the
mnutes as witten. Any further discussion? Any
corrections or om ssions? Seeing none; are you
ready for the question? All in favor say aye?
Opposed no? The notion is adopted.




*%%  {\MOTI ON ADOPTED}

(2) dd Business:

CHAI RMAN WEYLER: Moving on to Tab 2, Tabl ed
Itens and A d Business. W have a request on one of
themto withdraw so we'll have to renove Item
12-240 fromthe table.

**  REP. MCGQUI RE: So noved.

CHAl RVAN WEYLER: Motion by --

REP. STEPANEK: Second.

CHAI RVAN WEYLER Representative McQuire,
seconded by Representative Stepanek to renpove |tem
12-240 fromthe table. Are you ready for the
guesti on?

All in favor say aye? pposed no?
*xx  IMOTI ON ADOPTED}

CHAI RVAN VEYLER: We will turn to Item 12-240,
and the Legi sl ative Budget Assistant, M. Pattison,
has a letter to read or just acknow edge that we
have a request to withdraw the item

JEFFRY PATTI SON, Legi sl ative Budget Assistant,
Ofice of Legislative Budget Assistant: Yes, you
do.

CHAI RVMAN WEYLER: There is a request to w thdraw
the item 1'll entertain a notion to do so.

**  REP. FOOSE: So noved.
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REP. STEPANEK: Second.

CHAI RMAN WEYLER: Mbtion by Representative
Foose, seconded by Representative Stepanek, to
withdraw the itemfromour list. Al in favor say
aye? (Opposed no? The notion passes. The itemis
wi t hdr awn.

***  {MOTI ON ADOPTED}

CHAl RVAN WEYLER W al so have additi onal
i nformation on Item 12-250, which was put on the
table awaiting further information. W have people
here who will discuss it with us, 12 dash -- is it
242 is going to have to be renoved as well ?

REP. MCGQUI RE: | thought there m ght have been
addi ti onal information.

CHAl RVAN WEYLER. kay. |Is that 242 woul d be
next ?

MR, PATTI SON: Yes.

CHAI RVAN WEYLER: All right. W al so have
additional information on 12-242 to renove that
fromthe table. Senator Mrse noves that it be
noved fromthe table.

SEN. BOUTI N: Second.

CHAI RMAN WEYLER: Senator Boutin seconds. Al in
favor say aye? Opposed no? And that notion is
adopt ed.

***  {MOTI ON ADOPTED}

CHAI RVAN VEYLER: We wil | renove Item 12-242
fromthe table. And we have people from Safety to
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discuss it. |Is anybody here from Safety to answer
guesti ons?

REP. MCGUI RE: Transportati on.

CHAI RMAN WEYLER: Transportation, |'msorry. W
have Conm ssioner Brillhart. Good norning.

JEFF BRI LLHART, Assistant Conm ssi oner,
Departnent of Transportation: Good norning, M.

Chairman. My nane is Jeff Brillhart. |'m Assistant
Comm ssioner with the Departnent of Transportation.
Wth ne is Bill Janelle, Director of Operations

with the Departnent of Transportation.

CHAI RVAN WEYLER: When we put it on the table
bef ore, we needed to find out information about
whet her this training was al ready covered
sonewhere, why there was noney being transferred
into that and so on, so those are the types of
things that we'd |li ke you to address today. W do
have your additional information

MR, BRI LLHART: We forwarded a letter to you
back in August about this item And we are | ooking
for the training noney for Safety in environnental
trai ning. W have been doing this kind of training
for about 12 years now. W have seen a dranatic
decline in accidents at work and i nprovenents in
our environnmental stewardship. And this noney would
go a | ong ways towards mai ntaining the progress
that we've made thus far and that's why we're
asking to include it. It is --

CHAI RVAN WEYLER: | guess our curiosity is that
I f you' ve been doing this for a nunber of years,
you obviously have a line in the budget, why woul d
you need the additional noney?
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MR. BRI LLHART: The noney that -- we used to
put this training noney in Cass 20 and ny
understanding is that that's not the proper way to
do it in ternms of the budget. And so we're asking
to transfer this noney from-- fromdass 20 to
Cl ass 66.

CHAI RVAN VEYLER: Questions fromthe Conmittee?
Seeing none; I'll entertain a notion.

** SEN. LARSEN. Mbve approval

REP. MCGQUI RE: Representative Stepanek.

CHAI RVAN WEYLER: Okay. | have a notion from
Senator Larsen to nove approval, second by Senator
Forrester. And we have -- and I'lI|l accept a notion

and we are open for discussion. Representative
St epanek has a questi on.

REP. STEPANEK: Thank you, M. Chairman. | just
want to clarify. So you're just transferring this
around from-- you had this in another line item
and this is noney that you' ve always used in the
past and you're just putting it into the proper
line going forward; is that correct?

WLLI AM JANELLE, Director of Qperations,
Departnment of Transportation: Unfortunately, we
can't just -- we would have preferred to do that.
But technically, because the organi zation code that
we're putting into doesn't have H ghway funds in
it, it only has Federal funds in it, these funds
needed to conme fromthe H ghway Surplus Account
into the training org.

REP. STEPANEK: Where were they in the budget?
Fol | ow up.

CHAI RMAN WEYLER: Fol | ow- up questi on.
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REP. STEPANEK: Where did you have themin your
ori gi nal budget?

MR, JANELLE: Typically, in our budget we would
fund this out of Cass 20, which is current
expenses. But as we've becone nore granular in that
class identification, we've put all of our training
funds in Cass 66, and that's where when we do
training now, we're required to spend funds from
Class 66. W didn't have any noney in Cass 66, so
we weren't able to do the training.

REP. STEPANEK: Fi nal foll ow up.

CHAI RVAN WEYLER: Fi nal fol |l ow up.

REP. STEPANEK: |'mjust trying to get to the
bott om of how they're doing this. So the noney that
you had in Line 20 --

MR, JANELLE: Hm hum

REP. STEPANEK: -- that you wanted to transfer,
you couldn't transfer that out.

MR. JANELLE: That's right.

REP. STEPANEK: So you're transferring it from
surplus. So you're going to have a surplus in Line
20 for this anmount of noney at the end of the
budget; is that correct?

MR. JANELLE: Yes.

REP. STEPANEK: And that will |apse at the end?

VR. JANELLE: Yes.
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REP. STEPANEK: Thank you.

CHAI RVAN WEYLER: Furt her questions. Seeing
none; are you ready for the question. The notion is
to approve. Al those in favor say aye? Qpposed
no? The notion is adopted. Thank you, gentl enen.

***  {MOTI ON ADOPTED}

MR. BRI LLHART: Thank you.

MR. JANELLE: Thank you.

CHAI RVAN WEYLER: The next itemthat is laid on
the table is item 12-250. W have the additional
I nformation, but we nust renmove it fromthe
table --

**  REP. STEPANEK: Mbtion to renove.

CHAI RVAN WEYLER: -- to take any further action.
Representati ve Stepanek noves to renove it fromthe
tabl e. Senator Boutin seconds. Al in favor say
aye?

REP. MCGQU RE: This is for discussion?

REP. STEPANEK: Yes, it's for discussion.

CHAl RVAN WEYLER: Excuse me. There is to be sone
di scussion to be had on this. That's after we
renmove it fromthe table.

REP. STEPANEK: We have to renove it fromthe
t abl e.

CHAl RVAN WEYLER: Now we renpved fromthe table
now we can discuss it. Al right.
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REP. MCGUI RE: Way don't we di scuss the untabl ed
notion, but | don't know if that's discussable.

CHAI RVAN WEYLER It's one of those things
t hat' s non-debat abl e.

REP. MCGUI RE: Ckay.

CHAl RMVAN WEYLER: The itemis renoved fromthe
t abl e.

REP. MCGQUI RE: | vote no.

CHAI RVAN WEYLER: And you vot ed negative on
removing it fromthe table. So be reported.

***  {MOTI ON ADOPTED}

CHAl RVAN WEYLER All right. W have a sl ew of
additional information and | believe we have people
that are ready to conme forward to answer any
further questions, sonme of which may not have been
in the material that we received. | recognize
Commi ssi oner Bal d.

GEORGE M BALD, Conm ssi oner, Departnent of
Resources and Econoni c Devel opnent: Good norni ng.

CHAI RVAN WEYLER: Good nor ni ng.

BRAD SIMPKINS, Director, D vision of Forests
and Lands, Departnent of Resources and Econom c
Devel opnent: Good norning. |'m Brad Sinpkins,
Director of Division of Forests and Lands.

CHAl RVAN WEYLER Thank you, gentlenen. One of
the questions | had was normal |y when you see an
organi zation with a large tract of land, quite
often it is left to themwth codicils to not be
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devel oped. And | was curious as to whether, in
fact, there were any codicils on this |and that was
surroundi ng the hospital. Any restrictions on not
bei ng sold or not being devel oped or anything of

t hat nature?

MR. SIMPKINS: None that |'m aware of. However,
we do have M. Shumnay here today.

CHAl RVAN VEYLER: Way don't we invite himto
join us as well.

DONALD SHUMMY, President & CEQ, Crotchet
Mount ai n Rehabilitation Center: Good norning, M.
Chai rman. Thank you.

CHAl RVAN WEYLER Good norni ng, M. Shumnay.
Wel cone back. Do you know of any restrictions that
were on these |ands that you have in your
oversi ght ?

MR. SHUWMAY: As part of establishing the
easenent, a conplete title search was conpl et ed.
There are no restrictions of the type that you
mention. There were sone that allowed, for exanple,
a smal |l segnent of the land to be used as an access
for water by a neighbor. Al of those were cleared
up as part of the title search and as such there
are no restrictions rel evant.

CHAl RVAN WEYLER: Do you renenber if this | and
was all obtained in one parcel or several different
parcel s? Does that go way back before any of us
have any nenory?

MR. SHUMMAY: That's not far back.

CHAl RVAN WEYLER: | renenber seeing this
hospital when | was about 11 years old and hiding
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at Crotchet Mountain. It existed then and that was
a long tine ago.

MR. SHUMMAY: Yes, M. Chair. It ceased being
primarily a farm ng operation in the '30s and that
was the smaller core of the property. Parcels were
assenbled and initially was used as a sumer canp
for children from New Hanpshire's cities back in
the '"40s. And in 1951 it began operations as the
rehabilitation center and that is when its fornal
| egal structure as we now know it and the
conveyance of land was all assenbled. Did | answer
your question?

CHAI RMAN WEYLER: Yes, you did. Thank you.
Furt her questions fromthe Conmttee? Senator
Qdel | .

SEN. ODELL: Thank you, M. Chairman. Subsequent
to the July neeting, and as sonme may recall | was
concerned that we would be tabling this piece --
this itembecause | felt so strongly that | assuned
that a lot of work had gone into it, it had gone
t hrough a preparatory period. So | went and
visited wth the Sel ect Board in Francestown and
t hey were shocked because of the fact that they had
wor ked with you, M. Shummay, and others, | guess,
on their own conservation |ands that are parall el
to them For exanple, a resource eval uation was
made, they also had to | ook at the Town's
conservation |lands and so they thought there was
great benefit in working with you and havi ng t hese
contiguous pieces of land for all our advantage but
for all the kinds of things that we think are
I mportant in ternms of conservation in New
Hanpshi re.

Subsequent to that, as you'll recall, M.
Shumnay, you and | happened to be at the Bennington
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Sel ect Board the sane -- approximtely the sane
time, and one man there had -- the second tine
bei ng a Sel ectman he said he was shocked this was
bei ng held up because he goes back to 1994. He
recal |l ed when the first discussions of this
started. So, you know, over 20 years of people
working on this, and so they were stunned. But if
|'"mcorrect, this has gone through all the kinds of
ri gorous eval uations, conpetitively bid, that this
has nothing to do with the national debt, that it
has to do with New Hanpshire conpeting with other
groups in the Northeast in terns of getting a grant
i ke this?

MR. BALD: Senator, this really is a wonderfu
program because the land stays in public
ownership. But we're assured forever that forestry
will be practiced on that -- on that site. And it's
very inportant. Forest products are the third
| argest part of the State's econony. And as tine
goes on, it gets nore difficult as land is -- big
bl ocks of |and are purchased by peopl e who deci de
to restrict it for whatever reason it is, whether
it's recreational uses or forestry practices. And
so whenever land is taken out of forestry practice,
It puts greater pressure on our saw mlls and the
opportunity to get wood. It also is inportant that
they' Il continue to pay property taxes so the
community isn't harned in any way, and it all ows
all the uses. And this specific location for us is
exciting because they allow hunting on that site.
And because of the trail network that they have
there, it allows that people that have nobility
problens to be able to use it. So it really is a
wonder ful opportunity.

You know, when we tal k about economc
devel opnent, it is -- I'mfond of saying it's as
i nportant to ne to have water and sewer in Nashua
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and Manchester as it is to be 84% forested. Wen
Fidelity decided to cone to New Hanpshire, M.

G | pin, who was the nanager at the tine, argued in
favor of New Hanpshire as a |ocation. And he said,
| go there on vacation, ny famly loves it, which
means our workers will love it and we'll be able to
attract people. So there's al ways been a good

m xt ure of having wonderful industries in our
state, but also having that focus on making sure
we're preserving a |ot of our land for recreational
uses.

|'ve been told that sonebody has raised the
| ssue of the Federal Governnent shouldn't be
spendi ng noney for these projects. And | would --
|"mnot going to try to di ssuade anybody fromt hat
opi nion. The problemis if you truly feel that way,
you' Il do nothing by voting against this. Because
the noney will be re-appropriated to Mi ne,
Vernmont, and other states. And so the noney still
w Il be spent, but New Hanpshire will not get the
benefit of that. If you truly believe that the
Federal Governnent shoul dn't be spending this noney
and it's not tax noney, it's royalties that cone
fromoffshore oil leases, so it's not our tax
dollars going into it, then ny suggestion that you
woul d wite the Congressional Del egation and say we
shoul dn't be spendi ng noney there. But as |long as
it's available for the State of New Hanpshire, if
we turn it down, other states will get it, other
states will protect their property. This is to ne,
one of the great projects that we can fund for our
state. And it will be there for, a long, long tine,
it wll provide benefits for our state, but it wll
still continue to pronote the econony by good
forestry practices that wll occur on that site.

CHAI RMAN WEYLER: Thank you, Conm ssi oner.
Anyt hing further, Senator?
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SEN. ODELL: Not hing. Thank you.

CHAI RVAN WEYLER: Any ot her nmenber wish to --
Repr esent ati ve Foose.

REP. FOOSE: Thank you, M. Chairnman. In trying
to listen and read as carefully as | can, it just
-- it seens like this is a wn/win situation and
deserves our support. | think it was probably
| nportant that we took the extra tinme to really
make sure we had all of the information. But I|'
persuaded that this is a sound -- sound vote.

m

CHAI RMAN WEYLER: Thank you. Anyone el se?
Representative McCuire.

REP. MCGQUI RE: Yeah, | don't really have
guestions. | just have discussion. So |'mthe
person who objected to this in the first place and
| still do for the sane reasons | did before. W've
heard the word forever here. I'mnot prepared to
make decisions for the future people of New
Hanpshire forever. | nmean, recently, you know, in
recent menory, this |land was used he said for
farmng, for summer canps, for other purposes. How
are we to know what purposes the people living here
when we're dead and buried are going to want to do
with their land? It seens to ne that we're paying
noney here to not to make any changes in the |and.
It is currently unused for devel opnent, there's no
proposals to use it for developnent, it's used for
recreational purposes, and watershed, and ti nber
harvest, and all that sort of stuff. So there's no
change goi ng on

| think that if this $2 mllion were in House
Bill 1, this is sonething that alnost, | hope,
everyone at the table would see as an easy cut if
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we were trying to save noney out of House Bill 1.
Maybe not everybody; but, you know, to spend noney
to no change, to no benefit, we wouldn't spend our
own noney that way. Well, to spend other, you know,
just as nmuch we are citizens of New Hanpshire, we
are citizens of the United States, too. And to
spend noney bel onging to other citizens of the
United States, in ways we wouldn't spend it
ourselves, | think is just sinply wong. You know,
that -- what | just said is not true of a | ot of
the other things we do here. Right. There's noney
in here for school |unch prograns, for disabled
peopl e, for sick people and so on, we woul d be
spendi ng our noney on those things. But | don't
think we would spend, if it was our noney, we

woul dn't spend it on this. Thank you.

CHAI RVAN WEYLER: Senator Forrester.

REP. FORRESTER: Did | understand that this is
not taxpayer noney?

MR. BALD: It's not -- it's not incone tax
dollars. It's royalties fromoffshore drilling that
are used to fund this program

REP. FORRESTER Thank you.

CHAI RMVAN WEYLER: Senat or Larsen

SEN. LARSEN. Hum -- having -- just in the node
of discussion, having heard Representative
McQiire' s statenent, | would just have to point out
that if we did not have a country that believed in
i nvesting long-term we would not have Yell owst one.
W woul d not have Acadia National Park. W would
not have so many of the open spaces that are
equal ly valuable, not only to the spirit of those
visiting, but to the diversity of our planet. |
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believe that not only is this a good econom c pl an
because we've heard of tinber harvesting and
continued hunting and tourism appeal ability to open
up lands to those with disabilities. | believe that
It's an investnent that future generations wll be
glad that we made as conti nued popul ati ons put
pressure on our open spaces. So | wll be voting
for this.

CHAI RMAN WEYLER: The last itemthat we had
di scussed anongst oursel ves was where the noney
goes to. Is it going into endowent? |Is it going
to be held long-tern? Is it going to get you out
of debt. How -- what is the plan?

MR, SHUMMAY: We are nmanaged by a board of
directors. It would basically be used pursuant to
the policies of the Board. The intentions of the

organi zation are, first of all, we'll use it for
pur poses of mai ntenance of the property, including
t he wheel chair accessible trail. |It's about

2.4 mles in length. It's open for public access.
We hope to further develop it for its use. For
exanpl e, for youth hunting experiences under a cl ub
that we're working with, so that's one of the
primary intentions. But, really, it's for the

|l ong-termstability of this asset as a whole for
the State of New Hanpshire, people of New

Hanpshi re.

CHAI RVAN VEYLER: Any further discussion?
Represent ati ve Stepanek.

REP. STEPANEK: Thank you, M. Chairman. It's ny
under standi ng that under the current regul ation of
this property you have it posted as a no hunting
pi ece of property, but if this noves forward under
the regulations of the forestry, it wll be open to
the hunters of New Hanpshire; is that correct?
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MR, SHUWMY: Yes, sir. That is precisely
correct. It is a condition of the easenent that
public access be given that woul d include
specifically hunting. Snowrobiling is also a
requi renent.

REP. STEPANEK: And foll owup? M. Chairmn,
fol | ow up.

CHAl RVAN WEYLER: Fol | ow up.

REP. STEPANEK: So, currently, it is not open to
snownmobi | i ng?

MR. SHUMMY: We have a very snmall segnent on a
corner of our property where we do permt a
snownobile club to maintain a -- it's kind of a
Class 6 road for that purpose.

REP. STEPANEK: But -- foll ow up.

CHAl RVAN WEYLER: Fol | ow up.

REP. STEPANEK: But under the regulation, the
new easenents, that the entire property would be
avai |l abl e for snownobi |l i ng.

MR, SHUMMY: \Where appropri ate.

REP. STEPANEK: Ri ght.

MR. SHUMMAY: Yes.

REP. STEPANEK: Thank you.

CHAI RMAN WEYLER: Further? Representative
McCui r e.
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REP. MCGQUI RE: Thank you, M. Chairman. | just
wanted to briefly respond to a couple of questions
that Senators Forrester and Larsen made. First of
all, as far as where the noney cones from noney is
fungible. So | don't think it really natters where
in the budget it's, you know, a dollar in your left
pocket is the sanme as a dollar in your right
pocket .

In regard to a point that Senator Larsen nade,
the actual history of Federal parks are not quite
as | audabl e as you mght think. The |ands for
Yel | onst one and the park on the island in Bar
Har bor were donated to the Governnent by sone very
weal t hy people, Iike the Rockefellers and so on.
And they had a strong notivation to protect |and
outside their existing holdings so that there
woul dn't be -- they could effectively have -- be
surrounded by conservati on space and not have to
maintain it thenselves. So -- so their notivation
wasn't entirely |audable. And that's why there's,
you know, that park in Maine, there's sonme very,
very expensive, exclusive property on it -- next to
that park. So | don't think the notivations are
al ways entirely in the public interest. Thank you.

CHAI RVAN VEYLER: Senat or (del | .

**  SEN. ODELL: 1'd like to nove the item

REP. FORRESTER: Second.

CHAI RVAN WEYLER Senator Odell nobves to adopt
the item

REP. FORRESTER: Second.

CHAI RMAN WEYLER: Second by Senator Forrester.
Seeing no further discussion, are you ready for the
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guestion? All in favor say aye? Opposed no?

REP. MCGUI RE: No.

CHAI RVAN WEYLER: Motion is adopted. Thank you
very nuch.

* ok { MOTI ON ADOPTED}
MR. BALD: Thank you.

MR. SIMPKINS: Thank you, M. Chair.

CONSENT CALENDAR

(3) RSA 9:16-a, Transfers Authori zed:

CHAI RVAN WEYLER. Okay. Move on to Tab 3. Moving
noney around routinely by the Adjutant General.
Entertain a notion on that.

** REP. FOOSE: Move approval.

SEN. MORSE: Second.

CHAI RMAN WEYLER: Representative Foose noved
approval, Senator Morse seconded. Further
di scussion? Let' see, the Deputy Attorney General
Is here if you have any questions but -- | nean
Adj utant General, excuse ne. If there are any
guestions. Seeing none; are you ready for the
guestion? All in favor say aye? Qpposed no? The
itemis adopted. Thank you, Ceneral.

*** (\MOT| ON ADOPTED)

(4) RSA 14:30-a, VI Fiscal Conmttee Approva
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Requi red for Acceptance and Expenditure of
Funds Over $50, 000 from any Non-State Source:

CHAI RVAN WEYLER: Moving on to Tab 4. There is
Itens on a Consent Cal endar. Excuse ne. Ckay. Wi ch
I tens have we di scussed renovi ng?

REP. STEPANEK: 283 and 294.

CHAI RMAN WEYLER: 283 and 294 to be renoved from
t he Consent Cal endar. Any others? Al right. Seeing
none; 1'll entertain a notion on the remnaining
I tenms under Tab 4 which would be 12-284, 12-285,
12-296 and 12-299.

**  SEN. MORSE: So noved.

CHAl RVAN WEYLER Motion by Senator Morse,
second by Representative Stepanek to adopt the
remai ning itens. Any further discussion? Seeing
none; are you ready for the question? Al in favor
say aye? (Qpposed no? The remaining itens are
adopt ed.

* ok x { MOTI ON ADOPTED}

CHAl RVAN WEYLER:  We'l |l turn nowto Item 12-283
and invite soneone fromthe Departnent of Education
for any questions. | see Comm ssioner Leather.

REP. STEPANEK: My objection to this is purely
on a technical basis, M. Chairnan.

CHAI RVAN WEYLER: You're recogni zed,
Representati ve Stepanek.

REP. STEPANEK: This is inappropriately
addr essed.
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CHAI RVAN VEYLER: Ha.

REP. STEPANEK: | believe that Representative
Weyler is the Chairman, not Representative Margie
Smith. And being that we're at the end of this term
versus sonebody who's in charge al nost two years
ago, | would have thought that the Departnent of
Educati on woul d have figured out who the Chairnan
of Fiscal Conmttee is. So if they would
appropriately address this, |I'msure there'd be no
probl em

CHAl RMAN VWEYLER: Comm ssi oner.

PAUL LEATHER, Deputy Conmmi ssi oner, Depart nent
of Education: Yes, Paul Leather, Deputy
Comm ssi oner, Departnent of Educati on.

First off, let me just offer ny sincere
personal apol ogies to Representative Wyler. W
certainly understand that Representative Weyler is
the Chair of the -- both the House Fi nance
Commttee and the Fiscal Commttee. This was,
obviously, a clerical error that we take full
responsibility for. It was m ssed in the process.
So just brought to our attention when we cane into
the room

By way of expl anation, obviously, sonebody took
the original letter and refraned it for the current
action but that is no excuse. W certainly
understand that shoul d be addressed to the current
Chair of the Conmttee.

REP. STEPANEK: Thank you.

CHAI RMAN WEYLER: You wi sh to proceed further?

** REP. STEPANEK: |'Il nove that we accept this.
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CHAl RVAN WEYLER Move to adopt the item by
Represent ati ve St epanek.

REP. MCGUl RE: Second.

CHAI RVAN WEYLER. Second by Representative
McCui r e.

REP. STEPANEK: |'ve nmade ny point.

CHAI RVAN VWEYLER: Further discussion? Seeing
none; all in favor say aye? Qpposed no? The item
I s adopted. Thank you.

* ok x { MOTI ON ADOPTED}

CHAI RMAN WEYLER: Moving on to Item 12-294, and
| ooks |i ke we have the Director of AOT.

RI CK BAI LEY, Director, D vision of Mtor
Vehi cl es, Departnent of Safety: Actually, sir,
Rick Bailey, Director of Division of Mtor
Vehi cl es, Departnent of Safety.

CHAI RMAN WEYLER: Can't keep up wth all these
changes. | m ssed the notice.

MR. BAILEY: | think the last tinme that | was

before you | probably was still with Dol T.

CHAI RVAN WEYLER: All right. Director of Nbtor
Vehi cl es. You know, | did hear that sone nonths
ago. I'msorry, | forgot. Al right. Questions from

the Commttee? Representative Stepanek.

REP. STEPANEK: Yes. Thank you, M. Chairman. In
our discussion we had just -- we just wanted a
clarification. You're |ooking at 146,306 for 250
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wireless air cards. Is this -- and it says nonthly.
This isn't for a nonth. This is for the entire
year; correct?

MR. BAILEY: Yes. The service is bought on a
nmont hly basis, but the cost here reflected is
approxi mately 12 nont hs.

REP. STEPANEK: Thank you. Fol | ow up.

CHAl RVAN WEYLER: Fol | ow up.

REP. STEPANEK: Anot her question that was
brought up is that we're assumng this is being
used for our State Police vehicles on the road;
correct?

MR, BAILEY: It's -- there are approximtely 386
mar ked State Police cars. This will fund cars for
250 approximately. That represents the Troopers
that are assigned to the hi ghway environnments.
That's what the funding source was for. As you'l
recall, State Police also has certain
responsibilities in smaller towns that don't have
full-tinme police forces; but since this is for a
H ghway Safety Grant, the Troopers that wll be
recei ving the cards under this programare the ones
that are assigned to areas of patrol that deal with
t he hi ghways.

REP. STEPANEK: Thank you. | have no further
guesti ons.

CHAl RVAN WEYLER Representative McQuire for a
gquesti on.

REP. MCGQU RE: Is this related to E-Ticket?

MR. BAILEY: Indirectly. E-Ticketing could
JOINT FISCAL COMMITTEE

September 14, 2012



23

process through this connection. But E-Ticketing
al so has an ability to store and forward. So if a
Trooper without an air card has his | aptop and

| ssued E-Tickets, the next tinme he cones onto the
network at one of the substations or Troop
stations, he can upload. | know that in time they
would like to get to a real -tine environment, but
it works either way right now.

REP. MCGQUI RE: Thank you. | -- just as
di scussi on.

CHAl RVAN WEYLER: Fol | ow up.

REP. MCGQU RE: | recently saw a real ly
fascinating use of this technology where they -- a
map was made show ng | ocations of accidents and
| ocations of tickets. So the Departnent of Safety
was | ooking at that to deci de maybe they shoul d
nove their ticketing to nore where accidents are
occurring. And so because there's GPS in these
systens they're able to autonatically produce such
maps. So it was very good.

CHAl RVAN WEYLER: |s that sonething you're
usi ng?

MR. BAILEY: That's sonething that they're
working on with the G S fol ks that the E-Ticketing
that Representative McQuire nentioned does capture,
I f avail able, a longitude |atitude GPS coordi nate
woul d then allow the results of a group of tickets
to be | ooked at. The crash data that we have does
have | ocation information available and so it's a
case and they're working on getting the overlays of
those two data sets to conpare them

CHAl RVAN WEYLER W th 386 marked cars, how many
of those are State Troopers and how many of those
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are H ghway Safety?

MR. BAILEY: Well, Troop G since it left the
Di vision of Motor Vehicles, is now still considered
to be State Police. And |I'm not sure how nany
actual Troopers there are in Troop G be the highway
safety folks.

CHAI RVAN WEYLER: Seens like it's a big
I ncrease fromwhat | recall froma few years ago on
the nunber of cruisers we had on the road.

MR. BAILEY: | believe the nunber has gone down
over the past couple years, but | don't have that
I nf or mati on.

**  REP. STEPANEK: M. Chairman, |'l|l nove
accept ance.

CHAl RVAN WEYLER Representative Stepanek noves
acceptance. |Is there a second? Senator Boutin
seconds. Further discussion? Seeing none; all in
favor say aye? pposed no? The itemis adopted.

**x I MOTI ON ADOPTED}
(5 RSA 124:15 Positions Restricted:

CHAI RMAN WEYLER: Okay. That finishes Tab 4 and
we'll nove on to Tab 5. Again, these are consent
Itens. One of them

REP. STEPANEK: 1'Ill renove 302, please.

CHAl RVAN WEYLER Representative Stepanek noves
I tem 302.

REP. STEPANEK: No, renpve.

CHAl RVAN VEYLER:  Renove.
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REP. STEPANEK: You sai d consent.

CHAI RMAN WEYLER: No. | guess since it's only
the one item on Tab 5.

REP. STEPANEK: Well, | have sone questions
t hen.

CHAI RVAN VEYLER Al l right. Do we have sonebody
fromthe Departnent of Justice?

ANN RI CE, Associate Attorney General,
Departnment of Justice: Good norning. Ann Rice from
the Attorney General's Ofice and Rosemary Faretra.

CHAI RVAN VEYLER: Good norning, Attorney R ce,
and with you?

M5. RICE: Rosemary Faretra, the D rector of
Adm ni strati on.

CHAI RMAN WEYLER: Thank you. Representative
St epanek, you're recognized for a question.

REP. STEPANEK: Thank you. Good norning and
t hank you for taking ny question.

In looking at this, it appears that this
I ndi vidual that you're asking to extend their
enpl oynment, the grant covering their enploynment ran
out on April 30'", which was quite some time ago.
Under what aut horization have they been -- has
their enploynent been continued fromthen till now
and where did the funds cone from if the noney was
theoretically ended on April 30'"?

M5. RICE: The funding statenent was -- we
negl ected to include this, but funds had been
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approved for this position prior to our asking for
t he extension of the position. Excuse ne for just
one second. I'mgoing to let Director --

ROSEMARY FARRETRA, Director of Adm nistration,
Departnent of Justice: Ckay. Just as a
clarification, we actually neglected to ask --

CHAl RVAN WEYLER: Get very close to that mec. |
don't think it's picking nuch up.

M5. FARRETRA: Just as a clarification, we did
negl ect to ask for approval to extend the position
t hrough Fiscal which was in RSA 124:15. W had a
request that went to G & Cto actually authorize
the funding for that particular grant. So the
funding was there, but we didn't have the
perm ssion to extend the position. That's what we
are asking for here, and this is a retroactive
request to April. The funding itself was there.

CHAI RVAN VEYLER: Fundi ng was but not the
authority to spend.

M5. FARETRA: The authority to have the
position in place.

CHAI RMAN WEYLER: So t he person was there
illegally in the Attorney General's Ofice that
oversees the | aws.

M5. RICE: |'mnot sure that | would agree with
that. The person was there. W neglected to
retroactively -- we neglected to ask for perm ssion

for the position, extending the position. The
funding was in place for the position.

REP. STEPANEK: Fol | ow up.
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CHAl RVAN WEYLER: Fol | ow up.

REP. STEPANEK: You say the funding was in
pl ace, but don't you have to cone to Fiscal to get
aut hori zation to spend that noney?

M5. FARRETRA: If it's -- if it's under
$50, 000, we do not. If you look in the package --
I n the package that we gave you, on 8/10/11 we went
to Governor and Council and actually requested
additional funds to put into that account. What
shoul d have happened at that tinme, we should have
brought it here wwth the request to extend the
position at the sane tine, and we didn't. It was a
m stake on our part. It should have been incl uded
with that request.

REP. STEPANEK: Thank you.

CHAl RVAN WEYLER: Further questions. | had one,
whet her this position has actually increased the
rate of convictions? That was t he whol e purpose of
havi ng this person.

M5. RICE: Well, the positionis to inprove the
response, the community response to sexual assaults
whi ch, ultimately, should inprove the rate of
conviction. The position has only been in place for
approximately a year and a half, and the cases
haven't gotten through the systemthat quickly. So
|'"'mnot sure that we can provide you with a
prosecution result at this point in tine.

CHAl RVAN WEYLER:  Hopefully, we'll know by the
next budget.

M5. RICE: | would Iike to be able to say that.

M5. FARETRA: Yes, that will be budget ed.
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CHAI RMAN WEYLER: Furt her di scussion? Seeing
none; do we have a notion?

** SEN. LARSEN. Mbve approval

REP. FOOSE: Move approval .

CHAI RVAN VWEYLER: Senat or Larsen nobves
approval .

REP. FOOSE: Second.

CHAI RMAN WEYLER: Representati ve Foose seconds.
Furt her discussion? Seeing none; are you ready for
the question? Al in favor say aye? Qpposed no?
The notion is adopted. Thank you very much.

M5. RICE: Thank you.
* ok { MOTI ON ADOPTED}

(6) RSA 12-L:14, |, MAuliffe-Shepard D scovery
Cent er Board

CHAI RMAN WEYLER: Moving on to Tab 6.
McAul i ffe-Shepherd Di scovery Center has given us a
list of very distinguished people, many of whom we
know, are inpressed with their resunmes which are
nore conplete than what |'ve read in the bl ue book.
How does the Commttee wish to proceed? 1|s there a
noti on to adopt ?

** SEN. LARSEN: So nove.

CHAl RVAN WEYLER: Senat or Larsen noves to adopt
the item

SEN. BOUTI N: Second.
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CHAI RMAN WEYLER:  Senat or Boutin seconds. Is
there any further discussion? See the Director's
smling face ready to answer any questions. |f
there are none, are you ready for the question?
Al in favor say aye? Qpposed no? The notion is
adopt ed. Thank you very much. Good | uck.

JEANNE T. CGERULSKIS, Executive Director,
McAul i ffe-Shepard Di scovery Center: Thank you.

A { MOT1 ON ADOPTED}

(7) RSA 14:30-a, VI, Fiscal Comm ttee Approva
Requi red for Acceptance and Expenditure of
Funds Over $50,000 from any Non-State Source
And RSA 124:.15 Positions Restricted:

CHAI RMAN WEYLER: To tab -- let's see what the
next itemis. | thought | had nore itens under this
tab. | wote a note to nyself and bl ocked out Tab

7. Moving on to Tab 7, Item 12-272. How does the
Commttee wi sh to proceed?

** SEN. LARSEN: Mbve approval

CHAl RVAN WEYLER: Senat or Larsen noves to adopt
the item

REP. FOOSE: Second.

CHAI RVAN WEYLER:. Second by Representative
Foose. |s there any further discussion?
Representative Stepanek has a question. |Is there
soneone here fromthe Ofice of Safety? Al right.
| see Comm ssioner or Director Bailey back. Is it
Director?

MR BAI LEY: Yes, sir.
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CHAI RMAN WEYLER: Director Bailey is back again.
Representati ve Stepanek is recogni zed for a
gquesti on.

REP. STEPANEK: Thank you, M. Chairman. Thank
you for taking my question. W just had a quick
guestion as to -- we | ooked through the information
packet and it didn't indicate how nany caneras were
bei ng purchased under this program and how many
of fices woul d be covered by these caneras.

MR. BAILEY: This is a continuation of a program
that we started with this funding |ast Fiscal Year.
And we did the Concord Substation and the
Manchest er Substati on which are up and functi onal
today. W hope with this funding to cover the rest
of the southern tier offices, Salem Nashua, Dover
Poi nt, Epping, the busiest |ocations. Depending on
the availability of funding, we would Iike to get
to Keene and d arenont as well. So how many
particul ar caneras involved varies a little bit by
| ocati on because they're different sizes. The
| arger | ocations, of course, having nore sizes. The
reason the prices have been influx, different bids
for this equi pnent have cone in at different
prices. So we have plans for all those |ocations
and we are confident we are going to get at |east
four of them done. |'m hoping we can get siXx.

REP. STEPANEK: Wth the sane fundi ng?

MR. BAILEY: Wth this anount of funding, yes.

REP. STEPANEK: Correct. Thank you.

CHAl RVAN WEYLER: Now, are you going to need
addi ti onal people to view the i nages the caneras
wi |l be bringing you?
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MR. BAILEY: No. We're trying to do this to make
up for the staffing nodel that we have. Sone of the
pl aces, for instance, the testing roons, we do not
have people to sit in or nonitor personally all the
testing roons. The use of canmeras to do that and to
revi ew t hem when we think sonething may be going on
allows the current staff to handle that. Sone of
t he value we have seen is in after hours. W had a
break in at the Manchester |ocation; but through
the use of the caneras, we were able to prove that
whil e they broke into a | obby area, they never went
anywhere else. So we're using with this staff that
we have.

CHAI RMAN WEYLER: Representative Rodeschin for a
guesti on.

REP. RODESCHI N: Are these people notified that
they're on canera?

MR. BAILEY: We're | ooking at that. The camneras
have been in use in Concord for a nunber of years,
but we'll be putting up signs to say that video
surveillance is in use at all the | ocations.

REP. RODESCHIN: So they're forewarned?

MR. BAILEY: They will be forewarned.

REP. RODESCHI N: Thank you.

CHAI RVAN WEYLER: Further di scussion? Seeing
none; | believe we have a noti on.

REP. RODESCHI N: Senat or Larsen and Foose.

CHAI RVAN WEYLER: Are you ready for the
guestion? Al in favor say aye? Qpposed no? The
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Itemis adopted. Thank you. Ckay.
**x L MOTI ON ADOPTED}

CHAl RMAN WEYLER: Next itemis 287. Entertain a
not i on.

** SEN. LARSEN. Mbve approval

CHAl RVAN VWEYLER:  Senat or Larsen noves
approval . Senator Mrse seconds on Item 287. Any
further discussion? Seeing none; are you ready for
the question? Al in favor say aye? Qyposed no?
The itemis adopt ed.

*%%  {\MOTI ON ADOPTED}

CHAI RVAN VEYLER: Next itemis 295.

** REP. FOOSE: Move approval.

CHAl RVAN WEYLER Representati ve Foose noves
approval .

SEN. LARSEN: Second.

CHAl RVAN WEYLER Senat or Larsen seconds.
Furt her discussion? Seeing none; are you ready for
the question? Al in favor say aye? Qoposed no?
The itemis adopt ed.

***  {MOTI ON ADOPTED}

CHAl RVAN WEYLER: Moving on to Item 12-297. 1']
entertain a notion.

REP. MCGQUI RE: | had sone questions about this.

CHAl RVAN WEYLER: Question on this by
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Representative McCGuire. |Is there soneone here from
t he Departnent of Education? | see Conm ssioner
Leather is still here. Representative MQiire.

MR. LEATHER Wth nme is Irene Koffink, the
Adm ni strator of this program

CHAl RVAN WEYLER Representative McQuire is
recogni zed for a question.

REP. MCGUI RE: Thank you, M. Chairman. Thank
you for comng. It seens to me when | renenber the
budget that we cut out sonme of this -- either cut
out or reduced sone of this teacher effectiveness
sort of noney. Is this to replace that or is this
unr el at ed?

MR, LEATHER It's unrelated. This is really to
just support work that school districts are doing
around eval uating teachers and | eaders and their
ef fectiveness by allowing themto connect student
| evel data with specific teacher and princi pal
| evel information. It's not a systemthat we woul d
run, but it would be to provide the data so the
| ocal folks could do that.

REP. MCGUI RE: Fol | ow up.

CHAI RVAN VWEYLER: Fol | ow up.

REP. MCGQUIRE: So is this a task that's not
bei ng done at all right now?

MR. LEATHER That's correct. It's sonething
t hat has | ong been envisioned to be a part of this
system W had a grant starting in 2007 to the end
of 2011 fromthe Federal Governnment to build a
Longi tudi nal Data System W have just now
recei ved a second Federal grant. That's what this
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request is for and that's to conplete that system
This is one of those itens.

REP. MCGQUI RE: Can you explain what you nean by
| ongi t udi nal data?

MR. LEATHER Really to naintain a system by
whi ch as educators work within the system to
follow their perfornmance over tine, and al so for
students as we collect the data of their
performance and state assessnents, for exanple,
that we're able to run not individual rel ated
reports but reports that describe how the systemis
doing. So, for exanple, how well a school is doing,
how wel | a school district is doing, how well the
state is doing in terns of performance over tine.

REP. MCGUI RE: Woul d this suppl enent then NECAP
and those ki nds of data?

MR. LEATHER: Well, it would allow us to use the
NECAP data nore effectively so that educators and
educational |eaders at the |ocal |evel can nmake
better decisions. In fact, one of the -- one of the
specific areas that we are working on is what's
referred to as inforned deci sion-nmaki ng, hel ping
educat ors and educational | eaders inprove prograns
based on the results of those prograns.

REP. MCGQUIRE: And tell us nore about how the
details of the noney, howit will be spent?

MR. LEATHER: Irene will talk to that.

| RENE KOFFI NK, Adm nistrator |11, D vision of
Dat a Managenent, Departnent of Education: Sure.
The grant is for a three-year period. So the funds
that we're asking for approval are for the first
year. So the first -- there are three conponents of
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the grant; the teacher effectiveness conponent, the
I nfornmed deci sion-making and a col | ege and career
ready conponent. So the funds are distributed
across all three. So, basically, the funds will be
used to extend our data collection, to collect
addi ti onal data on teachers and students, the
grades, for exanple, that the students are
achieving in the courses they' re taking.

W are al so using funds to expand our
reporting. We hope that we'll be able to provide
additional data to the Legislature, to the School
Districts, to parents, to staff at the DCE to
I nform education. |Is that what you're |ooking for?

REP. MCGQUI RE: No. Wat | nmeant is who's being
hired and how nmany, that sort of thing?

M5. KOFFINK: There are currently three
positions that were introduced with the first round
of funding that we received in 2007. So those three
positions are carried over into this grant. W were
initially asking to hire one additional program
specialist for the three-year period, with an
Intention that after the three years we woul d not
need that position any |onger. W are planning on
hiring consultants to help do the work. And we
initially had requested in our grant to hire
additional Dol T staff to help with the systenis
devel opnent, but we have since decided that we'll
put out an RFP for devel opnent for that.

REP. MCGUI RE: Thank you.

CHAI RVAN WEYLER: Do we anticipate that this
will help nore effectively give teacher
eval uati ons?
MR. LEATHER: Absolutely. This will provide the
data to the School Districts so that they can do
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t hat .

CHAl RMAN WEYLER: 1'll entertain a notion.

** REP. FOOSE: Move approval.

SEN. LARSEN. Move approval .

CHAl RVAN WEYLER Ckay. |1'Ill accept
Representati ve Foose's notion, and Senator Larsen
second to approve 12-297. Further discussion?
Seei ng none; are you ready for the question? Al
I n favor say aye? (Qpposed no?

REP. MCGUI RE: No.

REP. STEPANEK: No.

CHAl RVAN WEYLER: Two negati ve votes.

REP. STEPANEK: Yes.

CHAl RVAN WEYLER: The itemis adopt ed.

* ok x { MOTI ON ADOPTED}

(8) Chapter 224:14, |1, Laws of 2011, Depart nent
O Health and Human Servi ces; Program
Eligibility, Additional Revenues; Transfer
Anong Accounts

CHAl RVAN WEYLER: Thank you. Moyving on to Tab 8.
W'll invite -- before we go to any notion on this,
['"I'l invite Comm ssioner Tounpas. There are sone
peopl e that thought they had questi ons.

Comm ssioner, we've all been | obbied by the
Count i es.

NI CHOLAS TOUMPAS, Conmmi ssi oner, Departnent of
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Heal t h and Human Servi ces: Good norning, M.
Chair. For the record, N ck Tounpas, Conm ssioner
of Health and Human Servi ces.

CHAI RVAN WEYLER Representative McQuire.

REP. MCGQUI RE: Thank you, M. Chairman. Thank
you, Comm ssi oner

One of our main questions was that this is
noney comng fromthe Affordable Care Act, and we
believe that there's a special commttee that's
supposed to approve these sort of itens before we
woul d see them Specifically, things related to the
Affordabl e Care Act, Representative Hunt's
Commttee. Was this -- and | understand this wasn't
asked of them

MR TOUWPAS: |If | may?

REP. MCGUI RE: Yes.

MR. TOUVPAS. | did receive the letter fromthe
Speaker, as | believe nost of you have. So | want
to acknow edge the concerns that the Speaker had
rai sed. That said, | do believe we followed the
process. And | do believe that it was within our
authority in order to be able to secure this and
the reasons are several fold. Nunber one, this is
not a policy change. This is not expandi ng
eligibility. This is not expanding and creating new
services that are not already in place. Wiat this
program does, and we applied for it, was to
accel erate our shift that has been a policy of this
state for the -- at least for the past decade,
towards shifting the balance of the spending in the
| ong-term care programfroman institutional focus
into a communi ty-based focus.
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2009, forty -- alittle over 40% of our
| ong-term care expenditures were in the community.
In 2012, it rose up to 47% So that is clearly the
progression. What this noney does is we're able to
claimadditional Federal matching percentage,
addi ti onal two point on those expenditures that are
In the community that nove us towards sonething
above 50%to be in the conmmunity. Because this did
not -- this was not, the way | read things, it was
not a rule change. It was not a policy change. It
was not a waiver that we were seeking. It was
sinply noney that was avail able that we could
maxi m ze those Federal funds to -- to continue a
policy and a shift that the Legislature, along with
the Departnent, has clearly enbraced over a period
of tine.

CHAI RVAN VEYLER: Fol | ow up.

REP. MCGQUI RE: Thank you. Is there sone kind of
mai nt enance of effort thing here or would this
noney replace noney that we're currently spendi ng
out of the general fund?

MR. TOUVPAS: Thank you for the question on
that, Representative McQ@ire. No. These funds
cannot be used to supplant any Federal funds. W
are al so not using these funds in the manner in
whi ch the ARRA funds were used, neaning that the
ARRA funds cane in and when they -- when they left,
It created a -- we went off a cliff, if you wll.
This does not do that. Because we, A we are not
using these dollars in any nmanner or fashion in
order to be able to provide any direct services or
supports or, again, increase eligibility. Rather,
what we are | ooking to use these particular
dollars, and this action is really froman accept
and expend standpoi nt, there would be subsequent
contracts where we could build out infrastructure.
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Those are one-tine dollars that are avail able until
Sept enber of 2015 that we woul d use these one-tine
dollars in order to be able to enhance our

I nfrastructure to sustain our novenent towards a
communi ty-based structure in the long-term It does
not create that -- that dynamc that we had with
ARRA where it creates an unfunded liability. W
have to earn these dollars based on our performance
in ternms of achieving a 50% goal. And then from
there, again, what we wanted to do is basically
strengt hen sone of our infrastructure around
training, around other areas that -- that would
allow us to be able to maxi m ze the general funds
and the county funds and the Federal funds we have
for services for long-termcare, and to be able to
use these funds as a -- alnost as an investnent
pool in order to be able to strengthen our
capability going forward. So it does not create a
liability for the Departnent or for the State
beyond the period of the program which is

Sept ember 30'" of 2015.

REP. MCGQUI RE: One nore foll ow up.

CHAl RVAN WEYLER: Fol | ow up.

REP. MCGQUIRE: If we were to delay you a nonth
by asking you to go to Representative Hunt's
Commttee and get their reaction, would that cost
us noney or not?

MR TOUMPAS: No, it will not. It's not a

short-termor long-terminpact if we -- if we del ay
significantly, obviously, that would have -- that
woul d have an inpact. But there is not a -- there's

not a stipulation that if we do not utilize these
dollars, the utilization of the dollars needs to
come before Septenber 30'" of 2013.
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** REP. MCGQU RE: | guess | like to nove they go to
Commerce Comm ttee and get back.

CHAI RVAN WEYLER: Okay. Representative McQuire
noves to table. Senator Mrse seconds. There's no
di scussion on the notion. Al in favor say aye?
Qpposed no?

SEN. LARSEN: No.

CHAl RVAN WVEYLER: How nmany nos?

REP. FOOSE: Two nos.

CHAI RMAN WEYLER: Two. Okay. The itemis
tabled. And that's next Wednesday at 10 o' cl ock,
Room 302.

***  {MOTI ON TO TABLE ADOPTED}

CHAl RMAN WEYLER: Next itemis 12-275. |Is there
a notion?

** SEN. MORSE: Approve the item

CHAI RMAN WEYLER: Senator Mrse noves to adopt.

SEN. BOUTI N: Second.

CHAI RMAN WEYLER: Second by Senat or Bouti n.
Furt her discussion? Seeing none; are you ready for
the question? Al in favor say aye? Qoposed no?
The itemis adopt ed.

*%%  {\MOTI ON ADOPTED}

CHAI RVAN WEYLER: Moving on to Item 12-301.

**  REP. MCGU RE: Move approval.
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CHAI RVAN WEYLER: Representative McQiire noves
approval, Senator Mrse seconds. Further discussion
on 12-301? Seeing none; are you ready for the
guestion? All in favor say aye? Qpposed no? The
Itemis adopted.

***  {MOTI ON ADOPTED}

(9) Chapter 224:203, Laws of 2011, Depart nent
Budgets; Transfer of Federal Funds and RSA
14: 30-a, VI, Fiscal Commttee Approval
Requi red for Acceptance and Expenditure of
Funds Over $50,000 from any Non-State Source
And RSA 124:15, Positions Restricted:

CHAI RMAN WEYLER: Move on to Tab 9. First item
Is 12-300. The only item Entertain a notion.

**  SEN. MORSE: Mwve the item

CHAl RVAN VWEYLER: Senat or Mbrse noves. Senat or
Boutin seconds to adopt Item 12-300. |Is there any
further discussion? Seeing none; all in favor say
aye? (Opposed no? The itemis adopted.

* ok x { MOTI ON ADOPTED}

(10) Chapter 224:210 Laws of 2011, Departnent of
| nf or mati on Technol ogy; Transfers Anong
Accounts:

CHAl RVAN VEYLER: Moving on to Tab 10, 12-292.

** REP. MCGUI RE: Move approval .

CHAl RVAN WEYLER  Let's neet the Comm ssi oner
anyway. | think I've net him Ch, there he is.
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There's a notion by Senator Mrse. | guess that

was Representative McQiire, second by Senator

Morse. I'msorry that | msidentified the Director.

We have seen you before this Commttee before.
Wl cone agai n.

Bl LL ROGERS, Comm ssioner, Departnent of
I nformati on Technol ogy: Thank you.

CHAI RMAN VEYLER: Now | "I|l try to keep it
straight. Thank you for the help. Any further
di scussions? Any questions for Director Rogers --
Comm ssi oner Rogers? Seeing none; are you ready
for the question? Al in favor say aye? Qpposed

no? The itemis adopted. Thank you, Comm ssioner.

MR. ROGERS: Thank you.

***  {MOTI ON ADOPTED}

(11) M scel |l aneous:

(12) Informational Materials:

CHAI RMAN WEYLER: All right. W have information

items, and -- and 1'd |ike to have a di scussion
wi t h Comm ssi oner Tounpas because as you will note
on Item 12-260 -- that's not the item But the one
that deals -- we are going to have a discussion
about managed care, because this was an inportant
itemin our budget and there have been road bl ocks
t hat have affected the inplenentati on and what we
are going to find out about fromthe Comm ssioner.
Wel cone back again, Conmm ssioner Tounpas.

MR. TOUVPAS:. Al ways a pl easure.

CHAl RVAN WEYLER: | hope so.
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MR. TOUWPAS: Wth the indul gence of the Chair,
| have two itenms that | would |like to cover off on.

CHAl RVAN VEYLER: Pl ease.

MR, TOUWPAS. One is the Dashboard for July of
2012, and with your approval | would like to
di scuss that one first and then nove into the
di scussion of the status on the care managenent
progr am

CHAlI RVAN WEYLER: Pl ease do.

MR. TOUWPAS: What | wanted to do is, again,
provide a little bit of an update in terns of where
the Departnent stands in State Fiscal Year '13. |
will get into the Dashboard in a second; but just
briefly, over the past several years we've faced
significant challenges with our budget. But for
each of these we've conceived sone different
prograns and ways in which to be able to stay
wthin -- stay within our appropriations and
mai ntain the focus on the mssion. It's an
approach that we've taken. Every tine we have a
chal l enge, we | ook for the opportunity in it. But
as | wll gointoinalittle bit of detail here in
one particular area, ny ability, and our ability in
order to be able to bridge the gap between the
demands that are being put on the Departnment froma
-- fromservices and the people that need the type
of things that the Departnent provides, and being
able to close the gap through i nnovation and
streamlining and so forth is getting -- is really
getting conprom sed. | believe |'ve alnpbst hit the
wal |l on that. There are things that | can do, but
at this particular point there are sone things that
are just going to create sone chal |l enges for us and
" mgoing to highlight one of those in a nonent.
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But on the Dashboard itself, if you turn to the
-- it's the first page. I'mlooking at Item 12-277.
kay. And after the narrative on Page 2 of 14 is a
spreadsheet that |ooks like this. Al right. And
I'"d just like to share with you just where -- where
we st and.

First off, just a word on F12. W finished F12.
The | apse figures are not quite finalized. W have
been working with Adm nistrative Services, but we
believe it's somewhere in the $20 mllion range
that we have | apsed. But | would -- | would al so
point out that in State Fiscal Year '12 we had
$10 mllion that we needed to cover for outpatient
clains that we needed to do for the hospitals for
restating those clains. And we needed to conme up
with the first two quarters of the DSH sett!| enent
from 2004 of about $9 mllion.

Begi nning for State Fiscal Year '13, if you
| ook on Line 45 of the Dashboard, you'll see there
under Columm E that we're running -- right now
we're projecting at the end of the Fiscal Year to
have a $1.2 billion general fund shortfall from our
oper ati ons.

CHAl RMAN WEYLER: M I lion or billion?

MR TOUWPAS. MIllion. My budget is 650 mllion
I n general funds.

CHAI RVAN WEYLER: | thought | heard you say
billion and it really opened ny eyes.

MR. TOUVPAS: Maybe | did. Maybe that's w shful
t hi nking. But, in any event, the -- |ooking on
itens 47 on down, you'll see a nunber of other
Itens that when you conbine those will then drive
our projected shortfall for the end of Fiscal Year
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'13 to about $24 mllion. These include two audits
by the Federal Governnment on the Medicaid To
Schools. W estimate that to be two and a half
mllion dollars, although we are actively working
wth themin order to bring that nunber down.

Item 50 is sonething that we do not have a
whol e | ot of |leeway on. That is the four quarters
of the DSH settlenment. And I will remnd the
Committee that in State Fiscal Year '14 there w |
be additional two quarters that we will need to
cover which is about $9 nillion. And then Item 52
Is the residential rate services which is a ruling
on the part of the Suprenme Court and that is
$2.7 mllion. W are working with the Governor's
O fice on comng up with ways in which to be able
to -- in which to be able to deal with that. But
our options are sonewhat |imted because when the
Departnent's budget was passed, we did | ose 475
positions and with that we |ost those -- the
associ ated dollars that we could use in order to be
able to cover shortfalls el sewhere within the
budget .

When you | ook at the Dashboard on slide -- it
woul d be Page 13 of 14, it shows you the casel oad
count. Just a couple of points on this. In the
t hree-year period fromJuly of 2009 until July of
2012, el sewhere in the docunent you would see that
the nunber of filled positions on average, as you
| ook at it, over that period of tine, has dropped
by 13% At the sane tinme, the unduplicated count of
peopl e has increased by al nbst 12% over that sane
period of time. One of the areas that is nost
challenging in there, although it is all Federal
dollars is the SNAP Program which is al so known as
food stanps. Qur casel oads there have gone up 35%
from 2009 to 2012. And the reason why | point that
out is that for every one of those cases that we
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have in the food stanp program when we get new
applications, for every one hundred applications
that we get, 35 will be rejected because they're
not eligible. But what that neans is that the
peopl e who are having to do all the eligibility
determ nations is a significant anount of work that
remai ns for them and everyone who's on the program
Food stanps and Medicaid needs to be redeterm ned
every six nonths. So from a workl oad standpoi nt,
again, there's significant chall enges that we face
Wi thin the Departnent. W are using sone

technol ogy. We are doing sonme things in order to
basically try to work with that, because we do know
we are not going to get additional resources,
staffing resources in order to do that. So we are
-- we continue to try to work through that.

An area that is of concern to ne beyond --
beyond the things that are going on with the
Departnent is the area of nental health. And | do
want to highlight this and just by way of
background. W currently through our Community
Mental Health Center System we serve over 51, 000
peopl e annually in that system And an integral
part of that systemis the ability to be able to
deal with crisis response and to do an eval uati on
to determne if sonebody is a danger to thensel ves
or to others, or if they need hospitalization. Over
t he past nunber of years, we've seen an erosion,
both in the community, as well as in the Departnent
t hrough our New Hanpshire Hospital. W have seen an
erosi on of bed capacity. Specifically, in the New
Hanpshire Hospital we've gone in July of 2008, we
had 212 beds, and in -- in July of 2012 we have 150
beds. At the sane tine, the nunber of adm ssions
and the nunber of people comng into the system has
I ncreased by a simlar anount. So we've had a 30%
reduction in the capacity. Wat that neans is that
a nunber of people who need those type of services
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are ending up in the enmergency roomof a hospital,
and they really don't belong there. And in the
period in August, we only had four days where there
was not a waiting list for people to get into the
New Hanpshire Hospital which neans, again, that

t hey backed up into the hospital energency roons.
What does that nean? Wat we' re seeing, and we've
heard now from hospitals, as well as fromthe
nmental health centers, increasing assaults on the
part of patients on staff within the hospital,

I ncreased cost in the Medicaid Program because now
they're -- they're going into that particul ar area,
and this is part of an unconpensated care.

The critical energency room beds are |lost to be
able to use for trauma and ot her things appropriate
because they're now bei ng used for sonebody that
has a crisis going on. And there are additional
| ssues that are happening in that particul ar area.

W have a nunber of things that we're doing in
terms of re-engi neering how we go about doing
di scharges. W are | ooking at doing an eval uati on
of our cost to see if there's a way in which we can
reconfigure sone things in order to basically
provi de additional bed capacity, both in the
comunity and el sewhere. W've added additi onal
Assertive Community Treatnent Teans to help to
di vert people fromhaving to go into these
situations, and we are working with our managed
care organi zations in order to be able to deal with
it. So there are a nunber of things that we're
doing; but I will tell you that |'m deeply
concerned about that continuing path because the
nunmbers just keep clinbing and the avail abl e
resources that we have in order to be able to deal
wWth it creates a problem

JOINT FISCAL COMMITTEE

September 14, 2012



48

| could go into areas el sewhere within the
Departnment, whether it's in our senior services,
whether it's in our children's services, or in
other areas that we're seeing simlar type of
chal | enges where we -- we're up against the wall in
terms of being able to keep things noving al ong
because of the increase in the demand and the --
and the constraint in terns of the resources that
we have. So in ternms of going through the

Dashboard, M. Chair, | wanted to nmake sure that

you were aware of that, and this is sonething that
you' Il be hearing nore about as we go through the
current Fiscal Year, as well as we wll start the

budget process beginning with the -- with the
Governor's phase of the budget right after the
Novenber election. So |'ll stop there to see if
there are any questions related to the Dashboard
before | nove into the care nmanagenent program

CHAl RVAN WEYLER Representative McQuire and
t hen Senator Morse.

REP. MCGUI RE: Thank you, M. Chairman. Thank
you, Comm ssioner, again. \Were on the Dashboard do
we see these casel oads for nental health?

MR. TOUWPAS. The nental health is where -- you
will not see -- you will not see them here
specifically. W have -- there is on page -- |
don't have a separate section on -- yes, | do.
Excuse ne. On Page 8 of 14. And you'll see the
nunmber of people and the -- and the expenses. These
are people being served in the system The area
that I"'mhighlighting is in the area of the crisis
response and that these are people that are, in
many cases, are not part of the Medicaid Program

REP. MCGQUI RE: And fol | ow up.
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CHAl RVAN WEYLER: Fol | ow up.

REP. MCGQUIRE: You said the capacity of New
Hanpshire Hospital has declined. Is that sinply
budget cuts?

MR, TOUVPAS:. Budget.

REP. MCGQU RE: There are fewer doctors, fewer
orderlies.

MR. TOUVPAS. Not fewer doctors. Basically was
-- to basically close certain wings of the New
Hanpshire Hospital as a budget reduction neasure.
And, again, because the nental health system has
several different elenents, the Community Ment al
Heal th Centers being one, the New Hanpshire
Hospital being another, inpatient beds within the
-- within the community, as well as other housing
and ot her type of support services, when two of
t hose conponents, the bed capacity of the New
Hanpshire Hospital and the bed capacity in the
comunity, when those have gone down and the nunber
of people comng into the system that's where it's
stressing the systemin a significant way. And the
only outlet that many people have is to go into the
energency roomof the hospital. But | will tell
you, I"mworking with ny counterparts in other
areas within the State Governnent is that nental
health is al so having an inpact on the Correction
System has an inpact on the Departnent of Safety,
has an inpact clearly on the Departnment of Justice,
as well as on -- as well as in counties, because
you have a nunber of people that are in the county
jails that are there because they have an
underlying nental health or substance abuse issue,
they end up in the crimnal justice system as
opposed to being treated appropriately within the
communi ty.
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REP. MCGQUI RE: Just one nore.

CHAl RVAN WEYLER: Fol | ow up.

REP. MCGQUI RE: And t he managenent of New
Hanpshire Hospital, if | renmenber right, is
contracted out; is that right? And, if so, when
woul d that renew?

MR. TOUVPAS. The managenent of the New
Hanpshire Hospital is under the managenent of staff
Wi thin the Departnent. It is the clinical staff,
the clinical staff —the doctors, if you will —
that are comng from-- we have a contract with
Dar t nout h.

REP. MCGU RE: When does that renew?

MR. TOUWPAS. W renewed that contract, | think
It was two years ago. It's a five-year contract.

REP. MCGUI RE: Thank you.

CHAI RMVAN WEYLER: Senat or Mor se.

SEN. MORSE: Thank you, M. Chairman.
Commi ssioner, first let me just thank you for your
efforts in 2012, because we knew this was a
difficult budget and your efforts have definitely
brought the budget in, even when we had to nake
paynents to the Federal Governnent that we
di sagreed with. But when it conmes to noving
forward, and | know you're going to speak on
managed care, | want the public to understand that
the efficiencies that will be created will keep
t hese people out of the hospital. So as we discuss
why managed care isn't noving forward, | think we
have to understand it's going to hurt people like
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the nentally ill because they're not getting the
services upfront because they're not getting the
direction upfront. And | think you need to point
that out, too, today. There is no reason that we
shoul dn't be doing that before we put themin a
hospital, before we put themin an institution.
nean, that's just wong. And | think you' re going
to point out today where we are but we're not there
yet. And | think the Federal Governnment's doing a
di sservice to New Hanpshire.

MR. TOUWPAS. It is a -- that is one of the
reasons -- first off, thank you for your sentinents
regarding F12. It clearly is a teameffort on the
part of ny teamthat we work and we work very
closely with Adm nistrative Services at the end in
order to be able to get everything strai ghtened out
so that to be able to help out the State in any way
that we could with respect to the budget.

One of the reasons why | asked the Chair in
order to be able to speak first to the Dashboard
was really to set the stage in terns of the broader
| evel environnent where we're dealing with, to set
t he stage why nmanaged care is so significant for
the State and for the Departnent. Just a quick
summary to | et everybody kind of -- 'cause again,
it's been a couple nonths since we've -- we were
here to tal k about this.

In May, three contracts were approved by the
Gover nor and Executive Council for a three-year
period. That would be the first contract was for a
three-year period with a tw-year -- two-year
renewal . W anticipated a three-step process, the
first step being all the popul ations that we could
have within the programand but really for the
State Plan, nedical services, behavioral health
services, and prescription drug services. Wuat is
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not in the first step would be in the second step,
woul d be the long-termcare services and support
for the developnentally disabled, as well as the

el derly and chronically ill. And then the third
step, should the State choose to nove -- the
Legi sl ature choose to nove forward with the
Affordable Care Act, in terns of the Medicaid
expansi on, that would be the third phase that woul d
begin in January of 2014. Again, assum ng that we
nove forward on that.

The budget contenplated a $15 nmillion general
fund efficiencies. And | call it efficiencies
because the dollars that we are spending, the
$15 mllion efficiencies that we are going to gain
t hrough the managed care programis not a cut-off
of the spend that we were doing |ast Fiscal Year.
It isa-- it acut-off of the trend. If we had
stayed in the fee-for-service programfor the
Medi caid Program that we believe we woul d spend
$15 million nore than what we woul d do under the
managed care program For every nonth of a del ay
that we have with the care nmanagenent program we
are |l ooking at about a mllion and a half dollars’
worth of general funds that | need to conme up with
el sewhere that contributes to that problem | was
just tal king about in the budget on the Dashboard.

W contenplate -- where are we in ternms of the
process? There were really four phases to our
I npl ementation of this. One was the procurenent
phase which cul m nated, again, with the approval by
t he Governor and Executive Council in May of 2012.
W're now into the readi ness phase. And as part of
that, in order for us to be able to nove
aggressively into -- to get through the readi ness
phase, which | won't go into all the details unless
you want ne to get into Q and A on that, but we're
wor ki ng t hrough a nunber of things that the nanaged
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care organi zation need to show their readiness to
be able to serve the nenbers appropriately. They
need to have certain things in place for providers.
They need to have certain things in place for
systens. And, |ikew se, for the Departnent, we have
a nunber of things that we're doing. They're

wor king that right now W're working on all those
readi ness activities. There's one critical
activity that we are effectively stalled on at this
particul ar point and that is building out the
network capacity, and I'll get to that in a nonent.

Wiy are we stalled on this? At this particular
point, there are several |evels of approval that we
need fromthe Federal Governnent. The first |evel
of approval is the State Plan Anendnent. And |
believe the last tine we were here we had received
a request for additional information cane in toward
the end of June, | believe it was. W responded to
that. And on August 24'" we received a letter from
t he Federal Governnent to say that our State Pl an
Amendnent, which gives us the authorization to nove
forward with the managed care program was
appr oved.

There are two ot her conponents that need to be
approved. One are the rates. So the Fiscal
Committee approved the rates back in March. You
recall there were 22 separate rate cells that
needed to be approved. So that has to be approved
by the Federal Governnent. They have to | ook at
that and determ ne that those rates that we're
payi ng to the nmanaged care organi zations for
servicing people wwthin a particular eligibility
category are actuarially sound, neaning they have
sone foundation to those particular nunbers. And
then the second conponent is the contract itself.
So the contracts that were signed by the Governor
and Executive Council and signed by the nmanaged
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care organi zations and approved, we still need to
get the approval on that fromthe Federal
Gover nnent .

W have been having -- over the past couple
weeks we have been having weekly calls wth the
Federal Governnent in order to be able to get the
approvals of both the rates, as well as the
contract. As | sit before you today, | do not have
those -- those approvals. W are maki ng progress,
but | cannot tell you whether it will be Monday or
the Monday after that or the nonth after that.

We are confident that the contract that we have
put down in front of CV5 neets all the requirenents
put forward by the Federal Governnent, and they
have acknow edged that, but we still have not
received their approval.

And then the second part of it is on the rates.
They asked us a couple questions. W are -- we are
In the process of getting back to themw th the
I nformation; and again, we will be dealing with
t hem on Monday.

So while other states have been able to nmake --
and we are making the progress in ternms of doing
this, but we have a couple of the provider groups
that are basically saying we are not going to sign
until there are certain things that are done,
either the approvals on the part of the Federal
Governnent, as well as the approval of our plan
related to dealing with the litigation that is
going on, especially with the hospitals, which |
don't have any control over. But that is what they
are telling the managed care organi zati ons.

So at this point we are -- there's a | ot of
activity that is going on with the nmanaged care
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organi zations working wth all the different

provi der groups regarding the contract, sitting
down. They have secured contracts with a nunber of
different provider types, but not as of this
particular point with a couple of the key groups,
specifically, notably the hospitals, nental health
centers, and the health centers. There's activity
going on, forward progress, all are optimstic that
they will get the job done with the nental health
centers and with the federally qualified health
centers in a short period of tine. It's the
hospital side of it that 1'm-- that | don't have
any control over. And right nowthey're trying to
work that as best as they can. \Watever signal we
can get fromthe Federal Governnent that they
approve the contract and the rates woul d be
extraordinarily hel pful for us to be able to nove
t hi ngs forward.

So at this particular point, we had -- the
I ntent of the Legislature was for us to nove
forward on this programby July 1°. Coviously, we
did not do that. We now have recalibrated that plan
to say we would go live on January 1°" with the
program Unless | get the approvals within a short
period of tinme, that date is also at risk. And,
again, right now you'll see in the Dashboard that
you have roughly, again, six nonths' worth of
managed care savings that we were putting down as a
projected shortfall because we're not going to be
able to get that because we won't have the program
I n pl ace.

W did a nunber of information briefings. W
did 12 information briefings across the state. And
once peopl e understood, to get to Senator Mrse's
poi nt, once peopl e understood what the care
managenent program was about, what it was, what it
was not, and the anxiety |evel decreased. |'m not
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sayi ng everybody's doi ng cartwheel s about it, but
the anxiety | evel where they understand the benefit
that will happen, and especially those people that
have those conplex type of conditions, they're the
ones that -- that would be the focus in terns of
being able to really | ook at better managi ng the
care, better coordination of the care that would

| nprove health -- inprove outcones, inprove
quality, and lower the cost. It sounds -- that type
of a -- of a framework you ook at it and say that

can't be but it can be. And we believe very
strongly that we can do that. W are confident that
we can do that. But we need the approvals of the
Federal Governnent, nunber one; and then we need

the providers to be able to -- to be able to cone
to the table in order to be able to get this done.
QO herwise, we're stalled and we will not be able to

nove forward and achi eve the type of both
efficiencies, as well as having the broader |evel
| npact that we believe the program could have
within the state.

CHAI RVAN WEYLER Questions or di scussions from
the Commttee? | hope these road bl ocks go away
soon. Thank you very nuch for that very thorough
report. W appreciate the chall enges that you're
facing, as are we all together with you.

MR. TOUVPAS. Thank you.

CHAl RVAN WEYLER. We know that you'll overcone
them W have conpl ete confidence. Anything
further? Any other information itens that anybody
W shes to discuss or question? If not, we wll
nove on to the audits and we'l|l recogni ze Director
of Audits D ck Mahoney.

Audi t s:
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RI CHARD MAHONEY, Director, Audit Divi sion,
Ofice of Legislative Budget Assistant: Good
norni ng, M. Chairman, Menbers of the Comm tt ee.
For the record, |I'm Ri chard Mahoney, Director of
Audits for the Ofice of Legislative Budget
Assi st ant .

Joining nme this norning is Monica Mezzapell e.
Monica is an Auditor with our office who was
responsi ble to conduct our audit at the Fuel
Di stribution Section of the Departnent of
Transportati on.

Wth your permssion, M. Chairman, ['ll turn
the presentation of our audit report over to
Moni ca.

CHAI RMAN WEYLER: Thank you, M. Mahoney.
Moni ca, good norning.

MONI CA VEZZAPELLE, Audit Manager, Audit
Division, Ofice of Legislative Budget Assi stant:
Good norning, M. Chairman, and Menbers of the
Commttee. For the record, nmy nanme is Mnica
Mezzapelle. Wth nme this norning fromthe
Departnent of Transportation is Patrick MKenna,
Director of Finance, and Brian Pi ke, Fuel
Di stribution Manager.

|"mhere this norning to present a Financi al
Audit Report for the Departnent of Transportation
Fuel Distribution Section for the nine nonths ended
March 31, 2012.

I f you please turn to the Table of Contents, in
t he comment section there are nine Gbservations
whi ch i nclude eight significant deficiencies and
one State Conpliance Conment. The Departnent fully
concurred with four Qobservations, concurring in
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part with four, it did not concur with one.

On Page 1 and 2 we briefly describe sone of the
responsibilities of fuel distribution, as well as
its funding. Fuel distribution currently operates
93 fueling sites and sells approxi mately
4.5 mllion gallons of diesel fuel and gasoline a
year to state and nunici pal agencies and sone
non-profit organi zations. The programintends to
provi de efficiencies for governnent agencies by
al l owi ng custoners to purchase fuel at near
whol esal e cost and avoid the state and federal fuel
tax refund processing.

During the audit period, the fuel distribution
program gener ated revenues of approximtely
$11.5 million and incurred expenditures, which
i nclude a coupl e projects, of about $12 mllion.

| would like to now turn your attention to the
Qbservations included in this report. Qur
(bservations begin with No. 1 on Page 5.

Qobservations No. 1 and 2 recommend that the
Fuel Distribution Section inprove controls at its
aut omat ed and manual fueling sites. Cbservation No.
1 di scusses how fuel distribution has now required
custonmers to fully adhere to control procedures
I ntended to maintain accountability for access and
tax-free fuel at their fueling sites. For exanple,
we noted custoners were allowed to use the sane
card or device for the vehicle and driver, even
t hough a separate identifier was issued for the
regi stered vehicles and registered drivers. Al so,
significant vehicle and driver information
mai ntained in the field nmanagenent system appear
I ncorrect or inconplete. We also noted there were
sone sal e transactions where the fuel punp was
greater than the regi stered vehicle tank size.
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We are recommendi ng that the Fuel Distribution
enforce its procedures intended to nmaintain
accountability, and increase its nonitoring
procedures to ensure tax-free fuel is only sold to
t hose intended custoners.

On Page 7, (Qbservation No. 2 includes
reconmendati ons such as performng tinely and
detail ed review of manual fuel |ogs, performng
enpl oyee training of Fuel Distribution policies and
procedures, and mai ntaining better accountability
for keys which operate the key | ock fueling sites.

On Page 8, Qobservation No. 3 recommends the
Departnent and the Fuel Distribution Section
devel op witten business plans to support the fuel
operations. The business plan should include
current and future business strategies, goals, and
nmet hods to neasure those -- neasure the progress
towards those goals. Al so, a disaster recovery and
busi ness continuity plan should address the
performance of critical jobs and activities
necessary to mtigate disruptions in the event of a
di saster or other events inpacting nornal
oper ati ons.

On Page 10, CObservation No. 4 discusses the
Departnent practice established to recover the
operating cost of the Fuel D stribution Program
That is RSA 228:24-a authorizes the Departnent to
assess a fair charge for the sale of notor fue
sufficient to defray all adm nistrative, storage,
transportation, anortization, and other costs
i ncurred in admnistering the program Currently,
fuel is sold to custonmers with a markup over cost
I ntended to recover only a portion of all those
costs. A couple of costs are primarily funded by
bonds paid by H ghway Fund appropriations.
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This Qobservation recommends the Departnent and
Fuel Distribution devel op policies and procedures
to properly determne all costs related to the fuel
program as well as sales prices that may be
sufficient to recover those costs.

On Page 12 we have Cbservation No. 5. This
(bservation tal ks about certain contract provisions
that were not perfornmed during the audit period.
Sonme recommendati ons included are devel oping a
regul ar testing programto nonitor the quality of
fuel delivered, contract effective days should be
clearly stated in the contract, and stipulations
such as tinely fuel deliveries should be adequately
enf or ced.

On Page 14, Cbservation No 6 recommends Fuel
Di stribution develop policies and procedures for
perform ng periodic anal yses of the costs and
benefits of including bio-diesel requirenents in
its fuel purchase contracts as suggested by State
| aw.

Starting on Page 15, (Cbservations No. 7 and 8
recommend the Fuel Distribution strengthen its
I nformati on Technol ogy controls and ensure use of
manual s and custoner handbooks remain current.

And our |ast Cbservation on Page 18 is
Qobservation No. 9. This Qbservation di scusses Fuel
Di stribution practices to determne who's eligible
to purchase tax-free fuel. During the audit, we
not ed exenpti on provisions established for Federal
fuel tax were not exactly the sane as for the State
fuel tax. However, procedures perforned by this
section did not appear to ensure those differences
were conpletely addressed and tax-free fuel was
only sold to those intended custoners.
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We recommend Fuel Distribution devel op policies
and procedures to ensure that tax-free fuel is only
sold to those entities who neet both Federal and
State eligibility requirenents.

The financial section of the report started on
Page 21 includes our independent auditor's report
foll owed by the financial statenments of the Fuel
Distribution Section for the nine nonths ended
March 31, 2012.

The | ast page of the report imredi ately behind
the tab, we are including a summary of the current
status of the 2001 Audit Qoservations. In the
summary we note eight Cbservations that were fully
or substantially resolved and anot her ei ght that
remain partially or conpletely unresolved. And with
that, | conclude ny presentation. W would like to
t hank all enployees of Fuel Distribution and the
Departnent for their cooperation throughout the
audit process, and especially for their dedication
and the preparation of the financial statenents
included in this report. We will now be glad to
answer any questions that the Commttee nmay have.

CHAI RMVAN WEYLER: Thank you very much. First
"1l ask M. MKenna just for his conments.

PATRI CK MCKENNA, Chief Financial Oficer,
Departnent of Transportation: Thank you, Chairman
Wyl er, Menbers of the Commttee. W've outlined in
the report itself our responses to each of the
(bservations, and | amw lling to entertain
guestions on any of those that any Committee
Menbers may have, but we don't have further
coment .

CHAI RMAN WEYLER: | have a question. It's not
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clear fromthe report whether the tax is collected
and then people apply for rebate or whether there
IS no tax collected at the punp when they are
charged. How that's handl ed?

MR. MCKENNA: There's no tax collected at that
time. So that, essentially, it enables State
Agencies and it enables nmunicipalities and others
that use to avoid going through the process of the
refund process itself.

CHAl RVAN WEYLER So there isn't a problemwth
t he Federal Government if you don't pay it at the
whol esal er. The whol esal er understands that you're
tax exenpt and doesn't put it on the charge.

MR. MCKENNA: That's correct.

CHAl RVAN WEYLER. O her questions fromthe
Commttee? Representative MQire.

REP. MCGQUI RE: Thank you, M. Chairman. Thank
you.

On Page 11 there's this analysis of what you're
spendi ng versus retail costs. O maybe this is what
you coul d be spending. I'munclear as to what's
t hat .

MR. MCKENNA: Yes. That's our response. And we
appreciate the LBA' s view of essentially the RSA
t hat aut horizes the Departnent, the Comm ssioner,
to set a markup over our whol esale price to recoup
costs associated wth the division itself, the fuel
itself and the adm nistrative and capitalized
cost s.

As noted by LBA, really, the capitalized cost
conponents. So the itens that we bring forward in
HB 25, the capital projects, replacing underground
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storage tanks, setting up the facilities thensel ves
and otherwi se are not -- are not part of the markup
that is charged and there are a couple reasons. And
one of the reasons for laying this out in this
format is to show with those capital costs what the
addi ti onal markup would be. And the additi onal
markup as it shows here in unleaded and in diesel
Is 23 and 27-cents respectively per gallon. That at
a snapshot in time would effectively put us over
the retail price, even -- even to the extent that

It exenpts taxation in there. And one of the
factors that we take into consideration is that
primarily the Departnment of Transportation and the
Department of Safety are the primary State users of
this fuel. Approximately half of the conbi ned

di esel and unl eaded fuel is used by those two
departnents. These departnents pay that markup. So
to the extent that we'd be chargi ng an additi onal
mar kup we'd be increasing our own operating budgets
by that amount. And certainly get the point of, you
know, allocating those costs across those
functions, but also involved in that is that about
hal f of the fuel is purchased by other than State
Agencies. And to the extent that we had a markup

t hat went beyond the retail price, they're not

I nvol ved, for instance, when we hedge the fuel.
Those other nunicipalities do not join that
contract on the hedge price, and the State is left
with that price itself. So we feel that there are a
coupl e considerations that are financial that are
ki nd of an uni ntended consequence.

If, for instance, our nunicipalities decided
not use the fuel that they typically use, we my
well in the future have a higher price by virtue of
t he purchasing | ess volune. The other is that --
and really, it gets to the heart of the section and
the function itself because, you know, you may wel |l
ask, well, why if the State can't performthis
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function at less than retail, then why do we have
that function? | sense the follow on question
there and it is a good question. And --

CHAI RVAN WEYLER: Very astute.

MR. MCKENNA: There are really two primry
factors. Nunmber one is service delivery throughout
the state on a 24-7 basis. Certainly, in the |ast,
you know, several years, retail establishnments are
t hroughout the state. They're nore densely laid out
In the southern part of the state. You get into the
nore renote areas in the northern part of the
state, these fuel distribution sites are generally
| ocated at our sheds where we run our plow routes
out of. And our sheds are positioned about -- to be
I n about a 20-m nute |oop fromeach other so about
40 m nutes apart. Wien we run our plow operations
in the wintertinme, we generally have a pl ow beat
that runs -- takes about an hour to two hours to
run. And we generally have to refuel after the end
of that beat. So the trucks cone back, they fue
up, and they go out. So service delivery in periods
of service need where we have statew de issues on
pl owi ng, any type of snowstormthat we're dealing
with, the positioning of these fuel sites is
critical for that factor.

Anot her potential unintended consequence of,
say, renoving these sites, getting out of this
busi ness and using the existing retail, beyond the
fact that those plow routes would be slower, and
our service levels would be less, is that the
retail establishnments really aren't established for
the types of vehicles that we bring in. Certainly,
t hey, you know, tractor-trailer trucks cone through
them but they're not as w de as when you have a
fully outfitted snowl ow com ng through. So we
believe there'd be sone damage potential at the
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retail level and service interruption.

Thirdly, the reason for being here is there is
sonme reference in the report itself to a strategic
reserve for the State. W view it nore as an
energency reserve in sone sense. If, in fact, we
have, you know, w despread power outage over the
course of two or three days, we do have outfitted
i n many of these sites, we have energency
generators in place so that we can bring the fuel
out of the tanks, and we can continue to plow ng
and nmake sure that other services start getting
restored. So there is a cost to that. W
acknow edge that there is a cost to that. It really
ends up being about a half mllion dollars a year
at its present generation of how we manage the
busi ness itself.

Certainly, there are considerations on
capturing those costs. | think certainly the
reporting of those costs and rolling theminto
periodic financials is a good idea. W believe the
cost is reasonable and justified.

CHAl RVAN WEYLER: Fol | ow up.

REP. MCGQUIRE: This is on a slight different
area. | wanted to ask about the possible cases of
fraud or abuse. There was sonething in here about
on occasi on people used nore fuel than the vehicle
woul d hol d. Does that happen a lot? Wat's the
total sort of percentage that disappears or there's
probl ens?

MR. MCKENNA: Brian Pike will respond to that.

BRI AN Pl KE, Program Specialist, Mechani cal
Servi ces, Departnent of Transportation: Good
norni ng. Lots of times these folks that cone to
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fuel, they will bring like a trailer wth sone
equi pnent on it. They'll use what we call the fob
or tag to access the fuel site. They use that one
tag for their vehicle, fuel their vehicle. Then
they'|l take and continue fueling all their pieces
of equi prent. So what ends up happening is you'l
have a fuel sale that's greater than what the
capacity of the tank is. W are working on that

wi th our Mechanical Services Division to take and
reduce those red flags but also inplenent rules

Wi thin our operating -- our fuel maintenance system
to take and limt that. So when it hits to a
certain point it wll stop and they'll have to take

and use the correct tag to continue fueling their
ot her pieces of equipnent. W are aware of it and
wor ki ng on, hopefully, inplenmenting that very
shortly.

REP. MCGUI RE: Fol | ow up.

CHAI RVAN VEYLER: Fol | ow up.

REP. MCGQUIRE: So the driver cane through, keep
this systemw de that you're losing fuel. You're
buyi ng nore than you' re chargi ng out.

MR. PIKE: To ny know edge, we have never seen
any disparity between the anmount we put in and out.
| mean, there is fluctuation because it being a
liquid petroleum You have tenperature issues. You
have gravity, you know, the pressures and such. So
there is aloss in plus or mnus with fuel just
fromthe delivery fromcomng fromthe termnal.
You know, it cones out at 60 degrees there. W
deliver it at 40 degrees. You |l ose sone fuel there.
So there's that fluctuation. But taking all that
I nto consi deration, we have not seen any |arge
scal e or even small scale | osses we can't account
for through that process.
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REP. MCGQUI RE: Thank you.

CHAI RMVAN WEYLER: Further questions fromthe
Commttee? |1'll recognize Representative Rodeschin
for a notion.

** REP. RODESCHI N. Move to accept the report,
place it on file, and rel ease in the usual nanner.

CHAl RMAN WEYLER: |Is there a second?

REP. FOOSE: Second.

CHAI RMAN WEYLER: Representati ve Foose seconds.
Furt her discussion? Seeing none; are you ready for
the question? Al in favor say aye? Qyposed no?
The report is adopted.

***  {MOTI ON ADOPTED}

CHAl RVAN WEYLER: Thank you for your fine work
and for your good expl anation, M. MKenna. You
antici pated ny questions.

MR MCKENNA: You're wel cone.

CHAI RVAN WEYLER: All right. We'IlIl talk about
the next neeting. We'll nove into Cctober. Qur
prelimnary discussions discussed perhaps Friday,
the 26'"

SEN. MORSE: Sure.

CHAI RVAN WVEYLER: One day is as good as anot her.

SEN. ODELL: Yep.

REP. STEPANEK: So nove.
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CHAI RVAN WEYLER: All right. Friday the 26'" at
10 o' clock for the next Fiscal neeting, 26'" of
October. And | would like to say to all of you that
| congratul ate our Legislative Budget Assistant,
Jeff Pattison. The NCSL has nanmed himthe
Vice-Chair of an Qperating Conmttee on -- the nane
of it is?

MR. PATTI SON. Budgets and Revenues.

CHAl RVAN WEYLER: Budgets and Revenues. |'ve
attended neetings with M. Pattison and he's well
respected in the NCSL community. And |'ve gotten
sone very good information there. And | know with
himthere it will always be excellent.

Congratul ations to M. Pattison

MR. PATTI SON: Thank you.

CHAl RVAN WEYLER: He's going to nake certain it
doesn't affect his schedule with us, as he al ways
does. Anything further? Thank you all for com ng.
And |l ook at this, we finished it in the norning.

(Concl uded at 11:56 a.m)
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