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(Meeting convened at 1:03 p.m)
CHAl RMOMAN WALLNER: Call the Fiscal Conmttee to

order. And wel come, Governor. Thank you for joining us,
and | will ask you to proceed with your request.

MARGARET HASSAN, Governor, State of New Hanpshire:
| certainly will. | just wanted to make sure this is
wor king which it now is.

CHAIl R\MOVAN WALLNER: Ckay. Good.

GOVERNCR HASSAN: Wel |, thank you very nmuch. Madam
Chai rwoman, Senate President Mdrse, and Menbers of the
Fiscal Commttee, thank you for allowng nme to join you
today. And let ne take a nonment as well to acknow edge
that wwth nme is sonebody you all know quite well, ny
Budget Director, Gerard Mirphy, who is al so avail able
as we go through this presentation.




| am here today to present a preventative and
preenptive Executive Order ainmed at keepi ng our
bi -partisan commtnent to a fiscally responsible
bal anced budget.

Toget her, we devel oped a bal anced budget ai ned at
neeting the real needs of the people of New Hanpshire.
We estimated conservative revenue growh of only 1% for
Fi scal Year 2014. Through March, we were exceedi ng
t hose revenue projections by $25 mllion. In fact, at
the end of April, revenue was still $3.9 mllion ahead
of plan. But we all agree that the revenue decline seen
in April was very concerning, even though there is no
evi dence to suggest any reversal in our econonic
recovery.

In Fiscal Years 2011 and 2012, changes were made to
the | aws around busi ness taxes and the interest and
di vidends tax. As you know, as part of the budget
process we all debated whether to delay sone of those
changes to the tax | aws, and we considered their fiscal
I npact. April was the first tinme that nost of those
changes woul d have inpacted tax paynents. And we saw a
troubling drop in recei pts. Business tax revenues were
$5.1 million below | ast year. Interest and dividend tax
revenues were $8.8 mllion below | ast year as well. W
do not yet have enough information to conclude whet her
this was a one-tine issue or a permanent revenue drop
based on tax | aw changes, but we cannot afford to wait
to find out. That is why with the approval of the
Fiscal Commttee, | will be issuing an Executive O der
freezing state hiring, equi pnment purchasing, general
pur chasi ng, and out-of-state travel. G ven the fact
that revenues currently remain ahead of plan for the
year, this is an unprecedented action that will help
prot ect our budget.
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When Governor Lynch took simlar actions in 2009,
the State was already $75 nmillion behind. W are taking
the fiscally responsi ble preenptive step of putting a
freeze into place now so we are prepared in case the
revenue trends seen in April continue. The Chi ef
Justice has informed ny office that the Judicial Branch
will inplenent simlar steps and | ask that the
Legi sl ature do the sane.

While we continue to do our best to mnimze the
| npact of these freezes, they will not be w thout
di sruption to the people of New Hanpshire. Just
t hi nki ng of an exanple or two, for instance, nany of
our conputers are six to eight years old. And while we
have i nvested through the Capital Budget in sonme new
conput er purchases, and while we have sone new software
in State Governnent, sone of that software doesn't
really work very well on conputers that are six to
ei ght years old. And with this equi pnment purchase
freeze, we won't be able to replace those conputers,
and the peopl e of New Hanpshire may, in fact, find that
t hey can't exchange docunents over conputer very well.
So that's just one exanple of the type of thing an
equi pnent freeze and a purchasing freeze, that's the
kind of inpact it can have on people.

Throughout the year, we've been working actively to
manage the budget. As you know, Executive Branch
agenci es have already inplenmented a $25 million
bi enni al back-of -t he-budget cut to personnel costs. The
Executive Branch today is operating with 1,100 total
fewer positions than in 2009 and we are running a 12%
vacancy rate. As the budget instructed it to do the
Departnent of Health and Human Services nmade a nunber
of reductions to neet a back-of-the-budget cut of
$7 mllion over this biennium To neet that target, the
Departnent had to take a nunber of difficult steps,
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I ncl udi ng reduci ng the anobunt of | egislatively approved
I ncreases to the Community Health Centers, for exanple.

Unfortunately, this Executive Order may only be the
first step in the efforts necessary to ensure a
bal anced budget. If June revenues performsimlarly to

April, we will need to take further action to reduce
the State Budget. We are exam ning options for cuts,
and I will inplenment them when necessary and possible
t hrough Executive Orders. But sone steps nmay require
full legislative approval and a Special Session of the
full Legislature to make reductions nmay be necessary
over the summer. W will continue to communicate with

you about these issues as they devel op and as we work
to responsi bly nmanage the State's budget.

These cuts, as you know, wll not be easy. W
devel oped a | ean budget that nmade strategic investnents
in critical priorities. It will be inpossible to | eave

t hose areas untouched if we nust make deeper
reducti ons.

| also wanted to give you an update on two ot her
areas of critical inportance. As you know, after the
State cut Unconpensated Care Paynents to hospitals,
several hospitals chall enged the Medi caid Enhancenent
Tax or MET and there were recently two Superior Court
deci sions that were adverse to the State. Since the
very first decision, we had been neeting and
negotiating wth the hospitals in an effort to reach a
settlenment that protects the State Budget, our health
care system and continues to restore as we began to in
our current budget, Unconpensated Care Paynents for
hospitals. Forty-ei ght other states have Medicaid
Enhancenent Taxes. As we head into our Conference
Commttee period, there are alternatives, as sone of us
have di scussed individually, that will help strengthen
our ability to protect this inportant source of health
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care funding. But we continue to work toward an

am cabl e settlenent and hope that the hospitals wll be
able to unify around reachi ng an approach that can

achi eve | egi sl ative support.

Finally, | want to update you on the Fiscal Year 14
| apse. As you know, the |lapse is an estinate of what
funds through the normal course of business will be

| eft unspent at the end of the Fiscal Year. Agencies
have been working hard to manage their budgets, and

t hey have been working hard toward a | apse target at a
time when they are already making reductions in the
areas where | apses typically conme from primarily, the
sal ary |ine.

As has been the case in past budgets, it is
difficult for agencies to identify every potenti al
| apse doll ar because they cone in small anpbunts from
hundreds of line itens. But despite that, agencies have
already identified $30 mllion in specific areas in
whi ch they have reduced spending toward neeting their
| apse targets. Hi story has shown that the nunber w !l
grow as we finish out the Fiscal Year.

In addition, there are several areas that have
hi storically have | arge | apses that we do not yet have
| apse estimates for. These include the Secretary of
State's O fice, which normally |apses nore than
$6 mllion a year, and the Treasury's Abandon Property
Ofice and we don't have a | apse estimate fromthe
Legi slature. It is still too soon to tell how nuch
greater than its baseline estimate the | apse for the
Departnent of Health and Human Services will be, but as
t he Departnment has communi cat ed t hroughout the year, it
is unlikely to neet its total |apse target.

Heal th and Human Services is unlikely to neet its
| apse targets because of a nunber of factors, including
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the final audit repaynent to the Federal Governnent,
the delay in Managed Care, and a recent spike in

casel oads. This winter, recognizing that it had sone
budget shortfalls in addition to the back-of-the-budget
cut, the Departnent proposed sone additional reductions
that woul d have required | egislative approval. G ven
the financial picture at the tinme, legislative |eaders
chose not to go forward with those reductions, but also
recogni zed that the Departnent would not need its
original estimated | apse. And as we all worked to pass
it, we also recognized that the cost of inplenenting

t he New Hanpshire Health Protection Program woul d

| npact the | apse.

The HHS budget constitutes about half of State
funding and its |lapse is thus usually about half of the
total |apse. But we expect that other agencies wll
pi ck up sone of the HHS | apse shortfalls. For exanple,
the Departnment of Education estinmates that it wll
| apse an additional $6 million nore than anti ci pated
due to declining school enroll nments.

In conclusion, | believe this Executive Order is a
fiscally prudent and preenptive step in response to the
sudden drop in revenues we sawin April. | look forward
to continuing to work with you to maintain a
responsi bl e bi-partisan budget. | ask for your quick
action on this Executive Oder, and |'mavailable to
take a few questions. Thank you.

CHAIl RA\WOVAN WALLNER: Thank you very much, Governor.
Do we have any questions? Yes, Senator Odell.

SEN. ODELL: Thank you. Good afternoon, Governor.

GOVERNOR HASSAN:  Good afternoon.
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SEN. ODELL: M. Mirphy. | just -- | want to say
that | support you in what you're attenpting to do here
today and | appreciate the fact that you' ve acted
quickly after the April nunbers cane in. And | know I
think we are all struggling with whether one nonth
makes a trend.

GOVERNCR HASSAN: Ri ght .

SEN. ODELL: | did also want to just highlight the
fact that having been through this budget estimating
process for the revenue side for six budgets, |I'm
actually quite pleased that we are where we are. |
think we becane a little overly exuberant in those
first few nonths, then we had sone troughs and then we
went up again and then, obviously, April cane | ong. But
| think that in our process we did account for
reductions in tobacco tax, reduction in comrunications
service tax, and | also want to point out that we took
I nto consideration any reduced revenue that m ght have
cone through the reforns in the tax policies fromthe

prior legislature. And so as | |look at the focus for
the last -- the end of April, you know, we are down to
$4 mllion of -- ahead of the gane, ahead of our plan.

GOVERNOR HASSAN: Hm hum

SEN. ODELL: But we're only off by two-tenths of 1%
So the fact is that, you know, we weren't |looking in
our budget estimates to overstate. W weren't trying to

be optimstic. W certainly -- the Senate stood firm
when ot her proposals cane fromthe House to increase
them as | recall, by $50 mllion. W stood resolute on

our nore conservative budget estimates; but | certainly
appreci ate what you're doing and understand that, and
we wi sh you well for ourselves for May and June.
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GQOVERNOR HASSAN: Thank you, Senator COdell. | think
the inportant thing is we all work together to do the
best we could with conservative revenue estimtes and
identify priorities for investnent in the budget
together; and | think we are going to continue to work
together as we determ ne whether April is a one-tine
event kind of adjusting to those tax changes, in part,
or whether it's a trend. And | think, you know, we'll
be better positioned to deal with any trends by doi ng
what we're doi ng now.

CHAl RAOMAN WALLNER: Further question? Yes,
Representative Wyl er.

REP. WEYLER: Thank you, Madam Chair. Good
af t ernoon, Covernor.

GOVERNCOR HASSAN: Good afternoon, Representative.

REP. WEYLER: The April can be a forecast nonth as
we know from experience and it's a fearful sign when it
drops that nuch.

GOVERNOR HASSAN:  Hm hum

REP. WEYLER: One of the things you do have control
over is if there's any bill that conmes to you that has
an appropriation that's over and above what we put in
t he budget. Do you have a plan now to veto any of those
bills that if they cone to you?

GOVERNCR HASSAN: Representative, | think what w |
be inportant is that we | ook at the overall budget
picture and how, if there are any bills that cone with
addi ti onal expenditures, how they fit into the overall
goals of the priorities we're trying to fund. And so we
will -- 1 will ook at that very closely. But as you
know, bills are rarely at this point stand-alone itens.
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So we just have to understand what is in the bill. But
we are going to continue to work with all of you to
make sure that we are keepi ng our budget prudent and
bal anced and being as fiscally responsible as we all
know we need to be.

REP. WEYLER Thank you. Thank you, Madam Chair.

CHAIl RA\NOVAN WALLNER: Furt her questions? Yes,
Senat or Sanbor n.

SEN. SANBCRN: Thank you, Madam Chair. Governor,
t hanks so nmuch for comng in today.

GOVERNOR HASSAN:  You' re wel cone.

SEN. SANBORN: M. Mirphy, thanks so nuch for you
com ng in today.

As a business owner, in addition to being a

| egi slator, | hear the caution of your tone and as
Senator COdell had said, | conpletely support the
concept of managi ng our government well. | also hear

Senator Odel |l and have seen just the anmazing work he's
al ways done on crafting good revenue sources and hear
that our revenue is actually in reasonably good shape.
But it concerns me when | hear fromyou, ma'am that
this is the first step; that it's a dire warning; that
there could be a Special Session. There could be
potential for lay-offs or other cuts. Those are pretty
powerful, powerful statenents. And the frustration I
hear, and | guess the concern | have -- excuse ne --
really comes down to maybe a | ack of know edge on the
Legi slature's part that traditionally when Governor
Lynch canme in that he outlined specific freezes and
where they were, and we haven't really seen a plan put
forward on what the freezes are. And as a business
owner, obviously, |I look at both sides. Its revenue and
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expense. And knowi ng that the revenue side from Senat or
Qdell is in reasonabl e shape, don't take ne w ong
Governor, | always like cutting taxes and | prefer to
cut sone taxes, but my concern continues to |ean
towards we really have a spendi ng problem and we
haven't seen enough i nformati on about where we are on
spendi ng to budget and can you comment where we are on
spendi ng to budget and what type of cuts specifically
you gl anci ngly suggested m ght cone?

GQOVERNOR HASSAN: Wl |, | do want to be careful,
Senator, that we don't overstate the potential problem
But, in fact, because the drop in revenues was so
sudden, and significant, | think it's fair that we want
to be prepared. And so the Executive Order outlines
what ki nd of purchasing we are freezing. It's freezing
all out-of-state travel, and it is freezing hiring in
the sane way Governor Lynch did with a Wi ver process
In place. We, obviously, don't freeze hiring for direct
care, custodial care, or public safety. W do freeze
other hiring and have a Wi ver process. And that Wi ver
process generally is applied in circunstances in which
we know the inpact of not filling a particular vacancy.

For instance, when sonebody | eaves, |ike say from
our | T Departnent, or let's say when we don't have an
Attorney General, or a lawer litigating on behalf of
t he peopl e of New Hanpshire or prosecuting crines on
behal f of the people of New Hanpshire | eaves the
Attorney General's Ofice. That m ght be the type of
position we would fill through a Wi ver process. But,
you know, we all decided in this budget together in a
bi -parti san way what our investnent priorities were.
And | think we all know that it was a | ean budget. W
all know that we counted on very conservative revenue
I ncreases; and as a result, we're going to need to work
together to make sure that if there are particular
itens that we need to cut further that we find a way to
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honor the spending priorities, the investnent
priorities that we all agree upon together to nmake that
happen. And there's sone that, frankly, require

| egi slative approval. So | -- you know, the Executive
Branch can't nake them w t hout asking the Legislature
to approve them and that would require a Speci al
Session if we are trying to be as tinely as we can. W
also all know that acting as early as we can reduces
the overal |l inpact because agencies can plan, and it
allows us to make nore gradual adjustnents to the
budget .

SEN. SANBCRN: Thank you, Madam Chair.

CHAI RAOVAN WALLNER: Representative Lei shman.

REP. LEI SHVAN. Thank you, Madam Chair. | guess |
just like to applaud you for comng in before we were
in deficit. | think you may recall that past Governors
have waited until we were in a negative situation. So |
woul d appl aud you coming in while we still had a
surplus even though it's only $4 nmillion but getting
out in front versus getting behind. So thank you.

GOVERNCR HASSAN: Thank you very nuch. | appreciate
t hat .

** REP. EATON: Mbve approval .

SEN. FORRESTER | have a questi on.

CHAl RAMOMAN WALLNER: Representative Forrester.

REP. EATON: Go ahead.

CHAI RWOVAN WALLNER: Senat or Forrester.
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SEN. FORRESTER: Thank you, Governor, for comng in
this afternoon. Nice to see you, Cerard.

| read your letter and very appreciative of reading
in the last line where you tal k about wanting to work
In a bi-partisan fashion. | applaud your effort on that
part. | think that's very inportant.

You may know that back on May 6'" | sent out a
| etter to the departnents asking for information on
spendi ng and | apses.

GOVERNOR HASSAN: Ri ght .

SEN. FORRESTER  And asking for that information so
t he Senate Finance Commttee could reviewthat.

GOVERNOR HASSAN:  Hm hum

SEN. FORRESTER Asking for that information on
My -- | guess it was 16'"

GOVERNOR HASSAN:  Yes.

SEN. FORRESTER: | |earned that we were not going to
get that information. That it was actually going to go
t hrough the Governor's O fice. However, | was prom sed
that we would get that detailed information m d-week
this week. | have not seen that information. So ny
guestion is, when will the Senate Finance Commttee get
to see that information?

GOVERNCR HASSAN: It should be to you shortly. As
you may recall, the first letter issued didn't go to
all of the departnents. So there was a second round of
letters. As, simlarly, there was not a stated fornat
i n which the informati on was requested. So we thought
it prudent to make sure after we saw the second letter
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go out to the second group of agencies to collect all
the information, make sure that it was collated in a
consi stent way. As sonebody responsible for the
Executive Branch, | thought it was inportant that the
Legi sl ati ve Branch get information in a consistent and
conplete way. And we know that it is sonething that the
Senate wi shes to see as quickly as possible. And,
Gerard, | don't know if you have a precise update, but

| think you're just about done with organizing all the
I nf or mati on.

GERARD MURPHY, Budget Director, Ofice of the
Governor, Executive Branch: That's correct, Senator
Forrester. | amfinalizing the packet of information.
And as soon as | get back to the office, I'll put the
finishing touches on and bring a copy down to your
of fice.

SEN. FORRESTER: So that will be today?

MR. MJURPHY: Yes, it wll.

SEN. FORRESTER Ckay. Thank you.

CHAl RAOMAN WALLNER: Thank you. Senator Sanborn.

SEN. SANBCRN: Thank you, Madam Chair. Governor,
thank you. | just had a followup on as we all know
that salaries is such a large part of what our budget
I s today. And you had nade reference to our nunbers
close to 2009 till today. And al ong with Senat or
Forrester as part of the frustration you' re hearing
fromus that we're just concerned about not having
I nformation that sonetinmes we ask for and sonetines the
| i ke we haven't seen. Along that line, | continually
hear that we've seen sonewhere in the vicinity of 450
to 500 person increase in FTE' s of the state in the
past year, but |'ve been unable to verify that.
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Qobvi ously, an average cost of benefits woul d make t hat
a pretty significant nunber. Can you bring us up to
speed or maybe, Cerard, you could. In the past year,
how many i ncreases in FTEs have we seen in the state
just in that 12 nonths?

MR. MURPHY: Thank you for the question, Senator
Sanborn. | do know that the nbst recent vacancy report
| | ooked at was a vacancy rate of about 12% which
agai nst the authorized position count of about 10, 000,
just over 10,000. That |eads to be about a nunber of
vacancies in the real mof 1200.

CHAIl RWOVAN WALLNER: Thank you.

GOVERNCR HASSAN: And just to, perhaps, put that in
terms of what it can nean to people in our state, we
have really focused in the | ast several years on trying
to make sure that we are adjusting to a custoner
service nodel of State Governnent and an awful | ot of
what State Governnent does is person-to-person contact,
person-to-citizen contact. And we are working to
I nnovate State Governnment as much as we can, be as
productive as we can. But when we see a | evel of
vacancies like this, and when we project that we nmay
not be able to fill necessary positions because of
budgetary concerns, it does inpact the people of our
state. And so it's one of the things that | think,
again, | thought we did a good job in this bi-partisan
budget of all working together to identify what our
I nvestnent priorities were to serve the people of New
Hanpshire, and then really have been trying to focus on
those jointly identified priorities, and we'll continue
to do that. But it's -- we are down 1100 positions from
2009, and that does have an inpact on our capacity to
do the things that the citizens of New Hanpshire tell
us that they want us to do and expect us to do as
effectively as we can.
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SEN. SANBORN: Thank you.

CHAIl RROMAN WALLNER: Thank you. Want to thank you
very much, Governor, for spending so nmuch tinme with us
and answering our questions. And thank you, M. Mirphy,
for joining the Governor. And | know that we appreciate
your work you're doing. And | personally appreciate you
bei ng so proactive and bringing this to us and in such
a tinely manner. Thank you.

GQOVERNOR HASSAN:  Thank you very nuch.

** REP. EATON:. Move approval .

CHAIl RA\MOMAN WALLNER: Representati ve Eat on noves
approval. Do | see a second? Representative Rosenwal d
seconds. Al in favor?

(Governor Hassan | eaves the commttee room)

CHAl RMOVAN WALLNER: All in favor?

SEN. SANBORN: Move di scussi on

CHAIl RAMOVAN WALLNER: Ckay. He wants di scussi on.
Di scussi on.

SEN. SANBORN: Thank you, Madam Chair. | appreciate
that. On the discussion side, ny feeling is, probably
all of us on both sides are encouraged to have a
conversation about where our finances are in the state
t oday and acknow edging that things mght need a little
bit of work, and I think we all |ook forward to that.
But my concern as | had indicated to the Governor, as
an exanpl e of not having the answer to how many you
have staff in the past 12 nonths, | continue to see a
| evel of frustration in the Legislature. That we, as a
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state, as policy nmakers, are failing in our job of
protecting the anmount of noney that we are spending,
the people's noney. And if we don't have the

I nformati on we need, we continue to hear on the revenue
side. Senator (dell's outstanding in his capacity to
bring us revenue nunbers and | know how hard Senat or
Forrester is working on the expense side. But w thout
getting fromthe Executive Departnents the strong
handl e on where we are on | apses, we are supposed to
come up with $50 million in | apses and the Governor
mentions maybe 30, that nmakes sone peopl e concerned and
woul d | ove, as we have seen from Governor Lynch, all of
his Executive Orders or nost of themwere very specific
about how nmuch the cuts were, how big the cuts were
going to be, and that gave the Legislature the confort
to better understand, better go back to the taxpayers
on where the cuts are. So, again, | guess | ask this
Committee since we are all on Fiscal Commttee, what
type of shape are we in on spending and how big is this
potential problen? And | just don't want to see us

gl oss over the fact, 'cause you hear directly fromthe
Governor there's a problem How big is this probl enf
How big is this problen? Does anyone have an answer to
t hat ?

CHAl RAOVAN WALLNER: | certainly don't have an
answer to it, Senator Sanborn. But | think that the
Governor and M. Mirphy have been -- are very willing

to work with all of us in addressing the issues that
are facing the State, and they have cone here in a very
timely manner and brought us an Executive Order. That
Is the first step in being sure we are addressing this
In a proactive way. And | personally appreciate how
close they're willing to work with us and provi de us
with the informati on we ask for

CHAl RWOVAN WALLNER: Senat or Mor se.
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SEN. MORSE: | just -- and | appreciate the Governor
bringing this forward and |'I|l support it. But | want
to make it clear. Representative Alny held a neeting
and everyone cane and testified on where the revenues
were going to be. Senator COdell ran a report where the
revenues are going to be. The State does not have a
revenue problem There is no revenue problem In both
reports that | read fromthe House version and the
Senate's version, we are so close to zero in one
direction or the other we're exact. So the problemis
expenses. And | do think sharing of know edge is very
i mportant in this governnent. It's always worked. It's
al ways been the way we have acconplished things. | can
say we had an effect in this Wivers happening right
now, because we sent the letter a nonth ago, realizing
we weren't going to nake it there. | think this is an
expense problem W have to be very careful.

| don't know what this talk is about us com ng back
for Special Session, unless it's on the MET. If we are
com ng back about expenses and i nproving going over, |
can tell you the Senate will not be com ng back. So I
think it's inportant to understand the revenues are
right to the budget right now And it's the expenses
we' re concerned about and we need to nmake sure they
come in right.

CHAl RAOVAN WALLNER: Thank you. Further comment?
W did have a notion on the floor. Representative Eaton
noved and Representative Rosenwal d seconded that the
Executive Order be approved. Al in favor? Any
opposed? Mbdtion passes seei hg none opposed.

*** [ MOTI ON ADOPTED}

CHAl R\MOVAN WALLNER: We are going to take about a
t wo- m nut e recess.
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(Recess taken at 1:31 p.m)
(Reconvened at 2:47 p.m)

(2) Chapter 3 (SB 413), Laws of New Hanpshire
Heal th Protection Act:

CHAl RROVAN WALLNER: Cal | the Fiscal Commttee back
to order, and | want to apol ogize to the audi ence for
what was going to be a very short break that turned
into a nuch |Ionger one, and |"'msorry for wasting all
of your time this afternoon sitting there waiting for
us. And | think we have -- we have cone to a good
wor ki ng agreenent here. And | ask Attorney Meyers to go
t hrough the SPA, the State Pl an Amendnents.

JEFFREY MEYERS, Assistant Conm ssioner and Director
of Intergovernnental Affairs, Departnent of Health and
Human Servi ces: Thank you, Chairman Wal I ner, and
Menbers of the Commttee. Good afternoon. Before you
are a couple of docunments. The docunent |I'mgoing to
refer to first has a cover letter that is dated today,
May 22" It was signed by the Conmi ssioner and nyself,
and attached to that docunent are three -- excuse
me -- four State Plan Amendnents that are required for
| npl ement ati on of the New Hanpshire Health Protection
Program The Alternative Benefit Plan Anendnent appears
first, followed by the Cost- Sharing Amendnent,
foll owed by the FMAP Anendnent. And |I'Il describe these
In just a nonent. And then, lastly, sonme changes to
t he paynent pages of our Medicaid State Pl an.

The purpose of these Anendnents is to be able to
effectuate the inplenmentation of the New Hanpshire
Heal th Protection Program particularly the Bridge and
the HIPP Program The -- what |I'mgoing to do is just a
note for the record that you received draft copies of
these State Plan Amendnents back about a week or so
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ago. So the final version of the State Plan Anendnents
Is attached to this letter. What | would do in the
absence of any objection is just to point out the

di fferences between the drafts and the final version,
hi ghl i ght those differences. Sone are very technical,
sone are nore policy related, and then you can deci de
how you'd like to go forward with respect to each of
these State Pl an Amendnents.

The first State Plan Anendnent |'l|l address is the
Alternative Benefit Plan Anmendnent and that is the
first docunent that begins right after --

CHAIl RA\MOVAN WALLNER: Excuse ne one nminute. What ny
plan is to vote on each of these individually. So as
M. Meyers explains it to us and tal ks about it, we
wi || ask questions on each one individually, and then
vote on each one individually. And thank you.

MR. MEYERS: Thank you, Chairman Wall ner. The
Alternative Benefit Plan, just to remnd you, is the
plan that is required to be established in New
Hanpshire for the provision of nedical service benefits
to the new adult group under the New Hanpshire Health
Protection Program So CMS requires each state that
expands health coverage to establish an Alternative
Benefit Plan. So the docunent that is before you, and
It is a total of about 30 or so pages, there are 11
different sections to the Alternative Benefit Plan. You
will see on the first page after the end of the letter
that there is a reference in the upper right in the
gray shaded area to ABP 1. That's first section of the
pl an. Then there are ten succeedi ng sections as well.

As | said, this plan really articul ates the
benefits that will be provided and how t hey' re bei ng
provi ded. New Hanpshire has nodeled its Alternative
Benefit Plan on the Secretary-approved coverage in New
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Hanpshire on the Exchange. That's the Mtthew Thornton
Blue Pl an. We've done so in recognition of the fact
that as this program proceeds, if we are successful in
obtai ning the Prem um Assi stance Wi ver, then the
majority of this population that is covered under this
Al ternative Benefit Plan will be transitioned onto the
Federal Marketpl ace begi nning in January of 2016 for
coverage under Qualified Health Plans. So we wanted to
align our Alternative Benefit Plan with the type of
coverage that will nost -- nostly resenble the
Qualified Health Plan coverage that they will receive
I n January of 2016.

In ternms of -- and | will also note that that
coverage includes all of the ten essential health
benefits. So under the Affordable Care Act, Congress
established ten essential health benefits that nust be
provided to the -- any expansi on popul ati on. So our
Al ternative Benefit Plan includes the ten essenti al
heal th benefit. It also includes a couple of other
things as we've tal ked about in the past. It includes
non- ermer gency nedi cal transportation, which CMS is
going to require New Hanpshire to provide. It requires
all states to provide. And it wll also require Early
Peri odi c Screening and D agnostic Services, EPSDI, to
19 and -- 19 and 20-year olds so that they receive the
sane benefit. They are considered covered for these
services under the Affordable Care Act. Qur State Plan
goes up to 19 and so we'll cover those sane services
for 20 and 21-year olds. That is, essentially, what
this plan reflects.

In terns of differences in the draft that you had
seen earlier, the essential health benefits covers
certain vision services, eye exans, for exanple, but
does not cover the cost of eyeglasses. So as a policy
deci sion the Departnent is recomrendi ng that our ABP
al so include cost to pay for eyegl asses for those
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I ndi viduals that are covered under this plan that
requi re eyegl asses. So we' ve added that.

In addition, we have added treatment of acute
dental services for individuals over 21-years ol d.
There are certain acute dental services that are not
covered under our existing plan, but under the
Essential Health Benefits that we want to include under
our Alternative Benefit Plan. So we've included those
servi ces.

Lastly, and perhaps nost significantly, we are
clarifying the services around paynent for
non- ener gency use of energency room departnents. Qur
State Plan now, with respect to the current Medicaid
popul ati on, covers energency room services w t hout
di sti ngui shi ng between those services that are
essential, that are necessary, and those that are not
necessary emergency room servi ces.

There has been a fair discussion about personal
responsi bility measures, consistent with the | anguage
of Senate Bill 413. As you know, you i ncluded

| anguage -- the Legislature included | anguage in the
bill that asked the Departnent to | ook at inposing
personal responsibility measures. | wll address those

inalittle bit nore detail when | get to the
cost-sharing SPA;, but, as you know, we brought forward
sone i ncreased drug co-pays for the new adult

popul ation, as well as an $8 fee for non-energency use
of the energency room departnent. And so our initial
proposed SPA that went out for public conment would
have i nposed this fee on the new adult population to
try to disincentivize non-energency use of the E R

W received public comment fromthe Hospital
Associ ation and others that were opposed to this. They
wote to us that they felt that this was very difficult
JOINT LEGISLATIVE FISCAL COMMITTEE

SPECIAL AGENDA

May 22, 2014



22

to inplenment. We received a | ot of feedback fromthe
Centers from Medi care and Medicaid Services. W were
told by CVM5 that in order for the State to inpose this
type of fee for non-energency use of the E.R that the
State and the hospitals in New Hanpshire woul d have to
work together to ensure a referral network that could
provide alternative services essentially on a 24-hour,
7-day a week basis. G ven the opposition of the
Hospital Association to the $8 fee, we felt that if we
went forward and submtted a State Pl an Anendnent to
CVMS that included that $8 fee that that State Pl an
Amendnent woul d not be approved. And under our -- under
our legislation, Senate Bill 413, we would not be able
to go forward and i nplenment the programif all of the
State Plan Amendnents for that program were not

appr oved.

There was di scussi on about the extent to which the
State should cover non-energency use of the E. R
services. The Departnent nmade known the fact that when
this population is transitioned to Qualified Health
Pl ans on the exchange that current comrercial products
do not cover non-energency use of the EER and so the
Departnent has made a commtnent to submt, if you
approve this Alternative Benefit Plan SPA today, the
Departnent has affirned its conmtnent to cone forward
and bring forward a further State Pl an Amendnent t hat
woul d be submtted to CVS. It would be required to go
out for public notice and conmment. It requires a 30-day
notice and comrent period. Then we would bring that
State Pl an Anmendnent, along with the comrents received,
and that State Pl an Anendnent woul d renove
non- emer gency services in the enmergency room
departnments from coverage for the new adult popul ati on,
woul d renove those services for paynent under our State
Pl an.
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And the Conm ssioner and | have today signed a
|l etter that was submtted to the Commttee affirmng
our commtnment to do so. We feel that that is an
appropriate thing to do. | should note for the
Commttee as we've -- as we've said that non-energency
use of EER services are not a covered service under
the essential health benefits. And we have spoken with
our consultants and with others and feel that were we
to submt a State Plan Amendnent to CMS that woul d
renmove the non-energency use of EER service
from-- for the new adult population that Centers for
Medi care and Medicaid Services woul d approve that State
Pl an Arendnent. So we are commtted to do so. W have
asked for 60 days in |ight of the public notice period,
because we want to be able to, obviously, conply with
that requirenent. We clearly wll have to engage in
sone conversation with CM5 around defi ni ng what
non- emergency use of the ER is so that that is
clearly understood. That wll be detailed explicitly in
the State Plan Anendnent that we will bring forward.
And so that is -- that is what we are proposing to do
in light of the fact that we feel unable to cone
forward with the $8 fee for inappropriate use of the
E.R

There was only one other change to the Alternative
Benefit Plan SPA that was made fromthe draft and that
was Wth respect to ABP 11. That's the very last part
of the docunent. And so there's a -- there's a single
white page that separates the ABP SPA fromthe
Cost-Sharing SPA, and it has to do with paynent
nmet hodol ogy.

As | said in ny cover letter, we are submtting
along with the ABP the so-called "paynent pages" that
will add to our State Plan, authorization to pay
Subst ance Abuse Di sorder Services that are now not part
of our State Plan that will be delivered to the new
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adul t popul ati on begi nni ng upon commencenent of
coverage for the Bridge and H PP Progranms. And so | can
note to you that the paynent pages that will be
separately presented to you in a few nonments that
essentially turn on paynent by the Federal Governnent
for the SUD services that are part of and incorporated
I nto our ABP, those are going to be attached and

upl oaded with the ABP. So the only difference fromthe

version you got before is that we -- we are attaching
t hose six or seven "paynent pages" which wll be
presented today after we get through the other -- the

ot her SPAs. Those are the only changes to the ABP SPA

So I'lIl stop there and answer any questions and the
Commttee can act as it nmay determ ne to.

CHAIl RWOVAN WALLNER: Thank you. Are there questions
for M. Meyers about the Alternative Benefit Pl an
Anrendnent ? Yes, Senator Sanborn.

SEN. SANBORN: Thank you, Madam Chair. Jeff, thanks
for comng in. [|'lIl let you get sone water. W know
how conplicated this gets.

Two questions: One is on the substance abuse
program and the cost of it. It's not a benefit we're
providing to the existing Medicaid popul ation; correct?

MR. MEYERS: Correct.

SEN. SANBCORN. For sone, there's sone concern that
as we |look at the benefits we're providing to the
exi sting Medicaid popul ation and the benefits to the
Medi cai d Expansi on popul ation --

MR. MEYERS: Yeah.
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SEN. SANBORN: -- what point mght they bisect each
other for nore parity across the lines? Do you have a
handl e on what the cost m ght be of that program
ei ther per person or per universe so better
under st andi ng? Have you guys done sone work |ike that?

MR. MEYERS. W have not | ooked at the cost for
I npl enenting the SUD benefit for the current popul ation
currently as it may apply to those that are currently
enrolled. You know, the Departnent has expressed an
I nterest, obviously, in bringing on-line at sonme point
in the future the SUD benefit for the existing
popul ati on. The Comm ssioner may want to address that
I ssue hinmself. So | can't present cost information to
you today. Clearly, if we were to go forward with any
proposal to cover the existing population that woul d
probably -- it would have to be within the context of
t he budget process. And we woul d devel op full cost
Information for the Legislature in connection with that
and woul d nmake it avail abl e, obviously, well before we
woul d bring it forward.

SEN. SANBORN: Thank you. Followup, if | may,
Madanf?

CHAl RA\OVAN WALLNER: Yes.

SEN. SANBCRN: Thank you, ma'am | appreciate it.
Same thing, can you comrent and, Comm ssioner, thanks
for comng in. Sanme thing, there's sone relative
concern about the benefits being provided when conpared
to those people who are actually paying for their own
I nsurance. And providing, you know, a dental benefit
and providing glasses as a benefit, sone m ght suggest
exceeds the benefits that people who are paying for
their own insurance can get today. Can you comment a
little bit about the phil osophy where we're going since
we're essentially beginning to wal k down a path where
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we' re providing benefits and, again, you include the
fact that there's no limtation what hospital they can
go to, dental, glasses, all of it, that we are now at
that point where we are providing benefits to those who
aren't paying for health care that exceed the benefits
that those who are paying can get and there's concern
about that shift.

MR. MEYERS:. Well, the benefits that | outlined that
we' re addi ng, the eyegl asses and sone of the acute care
services for adult, we do not provide an adult benefit
ot her than sonme certain kind of energency room services
are limted. And so we felt even though they're not
covered under the ten essential health benefits that
they were benefits that were inportant to cover as part
of this program | don't know how they stack up agai nst
every possible product that will be on the Exchange,
you know, starting in 2015. Because, obviously, there's
additional Qualified Health Plans seemto be com ng
forward. So we can take a | ook at that.

| mean, this program | would just point out,
again, is a transition program It's called a Voluntary
Bridge for a reason because it is a bridge to a
different nodel that the Legislature has adopted where
people would go into a QHPs in 2016. So we felt that
this was appropriate to bring forward now and,
obvi ously, as we devel op the Prem um Assi stance Wi ver
that will reset the ABP for the Qualified Health Pl ans
in 2016, we can | ook at what that needs to include or
not i ncl ude.

SEN. SANBORN: Thank you, sir. Thank you, Madam
Chai r.

CHAl RMOMAN WALLNER: Thank you. Questions? No
further questions on this.
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SEN. SANBORN: |If | could nake a notion on that one?

CHAl RA\OVAN WALLNER:  Yes.

** SEN. SANBORN: Thank you, Madam Chair. | appreciate
it. | nove approval of the requested action of item
nunber one | abeled the Alternative Benefit Plan
Amendnent as presented on the condition that the
Departnent will within 60 days bring forward for
further approval -- I'msorry -- bring forward for
approval a further State Plan Anrendnent to renove
coverage for inappropriate use of the energency room
for newy eligible adults.

CHAl R\MOVAN WALLNER: Do | hear a second?

SEN. FORRESTER: Second.

CHAl RAWMOMAN WALLNER: Senat or Forrester seconds.
Wuld you like nme to take a roll call vote or show of
hands? Show of hands. Ckay.

REP. ROSENWALD: Could we clarify what the notion

I s?

CHAl RAOVAN WALLNER: Want to read the notion again?

SEN. SANBORN: Like ne to repeat it again? Yes,
absolutely. | nove approval of the requested action in
I tem nunber one | abeled the Alternative Benefit Plan
Amendnent as presented on the condition that the
Departnent will within 60 days bring forward for
approval a further State Plan Arendnent to renobve
coverage for inappropriate use of the energency room
for newy eligible adults.

REP. ROSENVWALD: Thank you.
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CHAl RAOVAN WALLNER: Di scussion? Any further
guestions on -- let's do it by show of hands then. Al
in favor? Senator Sanborn, are you in favor?

SEN. SANBCORN: No, ma'am

CHAIl R\MOMAN WALLNER:  The notion six -- against the
notion, is that two?

SEN. SANBORN: Thr ee.

CHAl RAOVAN WALLNER: The notion passes six to three.
Did I m ss sonebody?

REP. ROSENWALD: There are ten of us.

CHAIl RA\NOMAN WALLNER: There are ten of us. | only
added to nine. So okay. So let's do it one nore tine.
Al in favor of the notion? One, two, three, four,

five, six, seven, and three opposed. Seven in favor and
t hree opposed. The notion passes.

**% {MOT| ON ADOPTED}

REP. WEYLER: When we say the first part, does that
I ncl ude ABP what through what?

CHAl RAOMAN WALLNER: That goes, | believe, from Page
one through --

MR. MEYERS: They're not sequentially nunbered. The
various sections are nunbered individually. But that
notion refers to all pages that are entitled
Al ternative Benefit Plan. So it refers to the
Alternative Benefit Plan State Pl an Amendnent.

REP. WEYLER:  Ckay.
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MR MEYERS: Wiich is the first docunent in the
packet .

SEN. SANBORN: Which is about the first half of the
packet .

REP. WEYLER All right. Al ABP pages.

MR. MEYERS: Correct.

CHAl RAOVAN WALLNER: We are going to nove now to the
Medi caid Prem uns and Cost- Shari ng.

MR. MEYERS:. Ri ght. The second docunment —and
there's a single, blank, white page that separates the
two docunents about two-thirds of the way through —the
second State Plan Anmendnent is the so-called Cost
Shari ng Arendnent. There were some m nor changes to
this. The only significant change was the renoval of
t he cost sharing for non-energency use of the ER And
If you take -- if you start with the first page and you
go one, two, three -- to the fourth page, so it's Page
1 of 2, and it's the docunent entitled GQc in the
shaded gray toward the upper right, and it has the drug
co-pay in a box in the mddle of the page.

REP. ROSENWALD: Where is it?

MR. MEYERS: Are people with me? I'msorry. So if
you go to the fourth page in on the Medicaid Prem um
and Cost Sharing SPA.

REP. ROSENWALD: All right.

MR. MEYERS: There's a white page separating the ABP
SPA and the Cost Sharing SPA.

CHAl RAOVAN WALLNER: Everybody got --
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REP. NORDGREN. W are on the right page.

CHAIl R\MOVAN WALLNER:  Ckay.

MR. MEYERS:. |s everybody there? GCkay. So as | said
earlier, initially we canme forward with two conponents
of personal responsibility measures: A drug co-pay for
the new adult group of $1 for generic drugs, $4 for
brand nanme drugs, and the $8 E R fee. W have now
renoved the $8 EE R fee fromthis docunent.

In addition, we are only applying the drug co-pay
for the new adult group. And we are nodifying our
current State Plan for the current popul ation for the
drug co-pay to apply solely to those individuals that
are over 100% of the Federal Poverty Level. So let ne
take this in two steps. So for the new adult group,
they will now pay a drug co-pay of a dollar for
generics, $4 for brand nanme drug and that will be
applied solely to those new adults over 100% of the
FPL.

Secondly, this docunent wll have the effect of
renmoving the drug co-pay that is currently in effect
for the current population, which is a dollar for
generics and $2 for brand nane drugs fromthose current
Medi cai d beneficiaries that are | ess than 100% of the
FPL. W& are nmaking that recommendation for the
foll ow ng reason

I n discussing the i nplenentation of drug co-pays
with CM5, CMS nade clear to us that because Federal |aw
requires that no Medi caid beneficiary pay nore than 5%
of their aggregate incone, aggregate annual incone, and
any co-pay, that they were concerned that the under
100% FPL popul ati on woul d bunp up agai nst that 5% And
in order to assure the Federal Governnent that those
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under 100% woul d not bunp up or exceed that 5%
aggregate incone limt that CVS would require the State
of New Hanpshire to i nplenent an automated tracking
systemthat it does not now have in order to track in
real -tine a Medicaid beneficiaries aggregate
expenditure on co-pays to ensure that they woul dn't
exceed the 5% cap

W did sone ballpark review of what that type of
automated tracki ng system m ght cost and to the best of
our know edge, it would be in the range of 4 or
$5 million or nore. And we felt that that was a very
expensi ve systemto inplenment for this type of program
So our reconmmendation is that we go forward with the 1
and $4 for the new adults for the over 100% popul ati on.
Want you to understand that this State Plan Anendnent
wi Il have the effect of renoving the current
cost-sharing of 1 and $2 drug co-pay fromthe under
100% of the current popul ation. W believe the State
Pl an Anendnent is approvable by CM5 were you to approve
it and allowus to file it with the Federal Governnent.
That is really the najor change in the draft that you
saw and what is before you today.

CHAl RAOVAN WALLNER: Questions of M. Meyers?
Seei ng no questions, do we have a notion --

*x REP. ROSENWALD: So noved.

CHAIl RWMOVAN WALLNER: -- on the Medicaid Prem um and
Cost Sharing? Representative Rosenwal d noves.

REP. NORDGREN: Second.

CHAI RAOVAN WALLNER: Representati ve Norgdren
seconds. Discussion of this State Pl an Arendnent? All
in favor? Any opposed?
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REP. VEYLER: No.

SEN. SANBCORN: No.

CHAIl RA\WOVAN WALLNER: Two opposed. The notion
passes.

*** { MOT| ON ADOPTED}

CHAl RMOVAN WALLNER: Let's nove on to the next --

MR. MEYERS: The next docunent, Chairman Wl | ner,
and Menbers of the Commttee, are the so-called FNAP,
so-called FMAP SPA. This is the State Pl an Arendnent
that will allow the State to access the Federa
mat ching funds. In this case, 100%t hrough Decenber of
2016 from CMs for services for the new adult
popul ation. The first page |ooks like this. It's kind
of a half page. It's at the end of the Cost Shari ng
SPA.

This is really pretty technical. It's only a few
pages. It essentially lays out the nethodol ogy by which
FMAP is cal culated for the new adult popul ati on. And,
basi cally, what we have done in these few pages is
really just affirmed the nethodology is the
Secretary-approved net hodol ogy for applying FMAP to the
new adults. Al of the checked boxes you see on these
few pages are required fields that we have to check.
This is essentially Federal Governnent boilerplate
| anguage. And the only | egal effect of this docunment is
to allowus to apply for and get the Federal nmatching
funds for the new adult group. As | said, 100% for the
tinme period that the Federal Governnent is making that
avai | abl e.

CHAl RAOVAN WALLNER: Questions of M. Myers?
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*x REP. ROSENWALD: So noved.

CHAl RAOMAN WALLNER: Represent ati ve Rosenwal d noves
we accept .

REP. LEI SHVAN: Second.

CHAl RAOVMAN WALLNER: And Representative Lei shman
seconds.

REP. WEYLER: We al ready had that notion.

REP. LEI SHVAN: No, this is the next one.

CHAl RWROVAN WALLNER: This is on the FNAP.

REP. WEYLER All right. The first part was ABP
The second one was cost sharing. What was the third
part ?

MR. MEYERS: This is FMAP. This is the Federal
Medi cai d.

REP. WEYLER This the third part?

MR. MEYERS: It is nunbered nunber four on the |ist.
|"'msorry. On the front page it's nunbered four but it
was put nunber three in the packet. It's out of order
I n the packet.

REP. WEYLER All right. | got it. Who nade the
not i ons?

CHAl RAMOMAN WALLNER: Representati ve Rosenwal d nmade
the notion and Representative Lei shman second. Any
di scussion? All in favor? Any opposed?

SEN.  SANBCRN: No.
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REP. VEYLER: No.

CHAl RWMOMAN WALLNER: Ei ght in favor, two opposed,
and conti nue on.

**% £ VOTI ON ADOPTED)

MR. MEYERS: Thank you, Madam Chair. The last State
Pl an Anendnent we're presenting today is the so-called
"paynent pages". And, as |'ve said, and as you know,
the State currently doesn't provide a Substance Use
Di sorder benefit to the current population. That is
requi red as one of the ten essential health benefits
for the new adult population that will be covered under
t he New Hanpshire Health Protection Program So the
State has never submtted to CVM5S prior to this tine
basically a request for authority for Medicaid funds to
pay for SUD services as part of our Medicaid Program
And so these so-called "paynent pages" wll be
I ncorporated in our State Plan. They list out the
services that are being added. And | should say it's
SUD, plus chiropractic, because chiropractic is part of
the essential health benefits itself. So the first page
of the paynent pages you will see at the top, the first
benefit listed is chiropractic services. So that is
bei ng added as well as all of the SUD services,
| npatient, outpatient, residential, and so forth. And
so, again, the legal effect of this docunent and the
ef fect of your approval of this docunent is to allow
the State and the Departnment to submt it to CVS for
approval and then upon approval we can then access
Medi caid funds 100% for the first -- the next couple
years. We'll access Federal funds to pay for the
chiropractic and SUD servi ces.

So that is really what this is. It describes all
the services that will be covered. This is actually
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I ncorporated as an attachnment to our ABP. But |'m
presenting it separately so that you can see it,
understand it, and approve it.

CHAIl RAMOMAN WALLNER: Questions of M. Meyers?
Repr esent ati ve Rosenwal d.

REP. ROSENVWALD: | can't find it.

MR. MEYERS. It's the |last docunent in the package.

REP. ROSENWALD: Sorry.

MR. MEYERS:. It's about seven or eight pages at the
bott om of the packet.

CHAl RMOVAN WALLNER: Wait one m nute.

MR. MEYERS:. Says Final Draft Alternative Benefit
Pl an.

REP. NORDGREN. Is this it right here?

VR, PATTI SON:  No.

REP. ROSENVWALD: Ckay. Cot it.

CHAl RAOVAN WALLNER: Did you have this one |listed as
Paynent Anmendnent ?

MR. MEYERS:. Yes, it's the "paynent pages". |It's
the State Plan Anendnent for paynent. Yes, they're one
and the sane.

CHAl RAOVAN WALLNER: On the front page of the letter
iIt's listed nunber three, but it's actually out of
order.
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MR. MEYERS: Right. |It's actually the fourth in the
packet. Three and four got reverse.

CHAl RMOVAN WALLNER: Could | have a notion?

** SEN. d LMOUR: So nove.

CHAl RAOVAN WALLNER: Representative G| nour noved
and Representative Rosenwal d seconds the Anendnment on
t he Paynent Amendnent. Any discussion? Al in favor?
Any opposed?

SEN. SANBCORN:. Opposed.

REP. VEYLER: No.

CHAIl RA\OMAN WALLNER: Mbti on passes eight to two.

*** [ MOTI ON ADOPTED}

CHAl RMOVAN WALLNER: And | believe that is all the
State Pl ans.

MR. MEYERS: Those are all the State Pl an Anendnents
we needed to present today. Thank you.

CHAl RAOVAN WALLNER: Thank you. And thank you, M.
Meyers, for all your work on these. | knowit's
been -- had a lot to get done --

MR. MEYERS: Yes.

CHAIl RAMOMAN WALLNER: -- in a very short nunber of
days so thank you.

MR. MEYERS: There are sonme other itens on the
agenda. | don't know when you would like to
nove -- what you want to nove to next.
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CHAl RAMOVAN VALLNER: | would i ke to nove to the
transfers next. Ckay.

MR. MEYERS: Yes, that's fine.

(3) Chapter 3:7, |1, Laws of 2014, Departnent of
Heal th And Human Services; Contracting; Transfer
Anong Accounts, and RSA 14:30-a, VI Fi scal
Comm ttee Approval Required for Acceptance and
Expendi ture of Funds Over $100, 000 from any
Non- St at e Sour ce:

CHAIl RAMOVAN WALLNER: W' || nove to the transfers and
then you can cone back and go through the Waiver with
us. Waiver information. Thank you.

Now noving to on your agenda, we'll go into the
Heal th and Human Service transfers and the first one is
14-067, and 1'll ask the Conmm ssioner if he would |ike

to address that transfer.

NI CHOLAS TOUMPAS, Conmm ssi oner, Departnent of
Heal th and Human Services: This is the first of two
transfers that we're doing as we | ook at our accounts
In order to nove the dollars around so that we
have -- where we had surpluses in certain accounts to
be able to nove themto allow us to basically cover the
obligations that we have.

CHAIl RAMOVAN WALLNER: Thank you. Any questions of the
Conmm ssioner? Yes, Senator Forrester.

SEN. FORRESTER: Thank you, Comm ssioner. | just
have a question on these transfers fromdencliff, in
particul ar, and Devel opnental Services, the Bureau.
This is not going to inpact themin any way negatively
in ternms of --

JOINT LEGISLATIVE FISCAL COMMITTEE
SPECIAL AGENDA

May 22, 2014



38

MR. TOUWPAS. |'msorry, | can't hear you very well.

SEN. FORRESTER: |'m | ooking at the transfers from
A encliff Home and the Bureau of Devel opnenta
Services, and ny question is this transfer is not going
to negatively inpact themin any way, is it?

MR. TOUMPAS. No on both. W're not -- these are not
any type of noves that we're nmaking in order to cut
exi sting services or cut existing obligations. W nmake
projections in ternms of what our budget is going to be.
If we're underspending in that area and kind of | ooking
forward to that, then we wll try to nove those dollars
around in order to cover all the other obligations that
we have.

SEN. FORRESTER: Thank you.

MR. TOUWVPAS: But it's not making any reductions to
either the Gencliff Home or to the Devel opnent al
Services Area.

SEN. FORRESTER: Thank you.

CHAl RAOVAN WALLNER: Further questions? Do we have
a notion?

** REP. ROSENWALD: WMbve adopti on.

CHAl RAWOVAN WALLNER: Representati ve Rosenwal d noves
adoption of Fiscal Item 067 and Representative Nordgren
seconds. Al in favor? Any opposed? The notion
passes.

*** [ MOTI ON ADOPTED}
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CHAl RWOVAN WALLNER: And let's nove on to |Item 068,
also transfers fromthe Health and Hunan Servi ces.
Comm ssioner, could I ask you to maybe address this.

MR. TOUVPAS. Basically, simlar type of situation.
These are -- and a nunber of these are related to our
maki ng paynents to the Managed Care O gani zati ons
nmoving things in the provider paynents |ine.

CHAl RAOVAN WALLNER: Thank you. Are there questions
for the Comm ssioner?

*x REP. LEI SHVAN: Mbve.

CHAl RAOVAN WALLNER: Representative Lei shman noves.

REP. ROSENWALD: Second.

CHAI RA\OMAN WALLNER: And Representative Rosenwal d
seconds. Any di scussion? Seeing none, all in favor?
Any opposed? Mbtion passes.

**% {MOT| ON ADOPTED}

CHAIl RWOVAN WALLNER:  Now we can go back -- now we
can go back to the mnutes fromthe previous neeting,
whi ch we haven't done yet and | know Pamis | ooki ng at
us |like you've forgotten sonething. So if you | ook on
your Fiscal Commttee agenda for the special neeting,
you will see that the first item of business that we
shoul d have attended to was the acceptance of the
m nutes of our April 18'" special neeting.

*x REP. WEYLER: Move to approve.

CHAl RA\MOVMAN WALLNER: Representati ve Wyl er noves to
approve the m nutes.
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REP. ROSENWALD: Second.

CHAl RAOVAN WALLNER: And Representati ve Rosenwal d
seconds. Any corrections or comments? Seei ng none, all
in favor? Any opposed? The m nutes are accepted.
Thank you.

*** { MOT| ON ADOPTED}

CHAl RAOVAN WALLNER:  The one -- we do have one item
that M. Meyers has brought to us and this is not for
action today, but it's additional information he would
like to talk to us about. It's about the 1115
Denonstration Wi ver.

MR. MEYERS: Yes. JimHardy fromDeloitte Consulting
Is comng up to join ne as well. | wanted to say at the
outset that we had planned to bring the conpl eted
Wai ver application to the Commttee today for review
and, hopefully, approval. Qur public coment period on
the Wai ver ended at 5 o' clock on Tuesday, the 20'" and
at the last nonment we got a nunmber of comments that
were submtted by a nunber of organizations and many of
them were substantial comments. After taking a | ook at
the comments, after consulting with Jimand his team
and the Conmi ssioner, we really felt that it -- we had
an obligation to really take a little bit of tinme in
| ooki ng at those comments and assessing them
det er mi ni ng whet her or not they inpacted any aspect of
the Waiver that we would bring forward to you, and we
woul d have to have finalized that | ess than 40 hours or
so fromthe time we woul d appear here today. W didn't
feel that that was fair to those organizations and
I ndi viduals that had taken the tinme to submt those
conment s.

The Federal Governnment requires the State to
eval uate all public comments received and to
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I ncorporate those comments and responses to those
comrents in the -- in an Appendix to the Waiver that is
going to be submtted to them So as a result of that,

| reached out to both House and Senate | eaders and to
Fiscal Commttee | eaders and we had a conversation
about how we shoul d proceed and it was general

agreenent that we should hold off. And so today we
would |i ke to just update you on where we stand.

We are certainly prepared the Departnent will be
able to conplete the Waiver application, | believe, by
Tuesday of next week. And then we would be in a
position to cone back and to present it to the Fiscal
Committee, you know, when you wi shed us to cone back.
This is -- we feel this is inportant to approve before
the deadline that was set in statute. W want to cone
back here at some point next week. W realize next week
Is a difficult week for the Legislature given all the
work the Commttees of Conference and the end of the
session work that is going on. W understand that. And

we hope we'll find the tinme that's agreeable to both
House and Senate so we cone back, but we'll make
oursel ves available. As | said, | think we can conplete

this probably at sone point, you know, on kind of early
Tuesday afternoon-ish, md-afternoon Tuesday, and then
we could transmt it, obviously, to LBA So that's just
by way of context. W want to just take a few m nutes
to update you to where we are.

The begi nning of the presentation kind of outlines
what the public comment period was and so forth, how we
reached out, the fact that we got these |ate comments.
W |isted the stakehol ders on Slide 5.

The neat of what we want to really present just for
a few mnutes are an updated list of the funding
sources beginning on Slide 6, and then sone further
I nformati on on sone program adj ustnments that we | ooked
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at in updating the financial calculation of the cost
and savi ngs associated with these prograns.

So on Slide 6 I would just take a nonment to point
out that we have updated this list of so-called CNOM
Fundi ng Sources. These are the state, county, and
muni ci pal funds that are available potentially to be
mat ched by CMS that are not now matched now. This is
current spending in the Fiscal 15 budget, both of the
State and of Counties and nunicipalities. And what
we' ve done here there was one addition that | want to
point out. The total is 79, 882,000. W added
1.235 mllion to the State Fundi ng Sources, reflecting
the State General Fund appropriation for the Laconia
DRF. And so that nowis in the |ist of CNOM sources. So
| just want to point that out that we' ve done that.

Starting on seven, Slide 7, this is just a review
of the progranms that we had brought to you earlier in
our preview of the Waiver. And |'mgoing to turn it
over to Jimto just touch on how we have added a
program It's on Slide 8. And then Jimw |l also talk
about the financial aspects of the \Wiver.

JAMES HARDY, Specialist Leader, Deloitte
Consul ti ng: Thank you, Jeff. Actually, if the Commttee
would work with Slide 9, | think it's the easiest way
at this point. So I can wal k through the prograns and
al so the changes that have been nade on the financi al
aspects of the Waiver.

CHAI RWOMVAN WALLNER: Thank you.

MR. HARDY: So on Slide 9, one of the first prograns
Is the Coomunity Reform Pool. And we've nmade two
changes to this pool since we were here | ast, one on
the Capacity Retention Pool, which is the Mental Health
Capacity Retention Pool. We have originally had this
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just available to hospitals, and we have incl uded

now -- expanded to Community Mental Health Centers, and
t hat has added approximately $10 million a year into
the Capacity Retention Pool. The Capacity Expansion
Pool and the New Service Pool, again, both of these are
mental health related, we have added for Substance Use
Di sorder providers to those pools.

In order to keep within our overall financial
framewor k of the Waiver, we funded those changes by

reducing the Pilot Program Pool. If you renenber from
t he previous presentation, that pool had been at

$30 mllion and we had reduced it down -- now down to
21 and there's an additional slide we'll go over about

how we have actual ly broken up that pool. W have
gotten sone requests fromthe Conmmittee and addressed
It in the Waiver about providing some nore specifics
about this and how the funds woul d be used within those
pool s.

The Provider Incentive Pool hasn't changed. It's a
mechani sm where we' re actual |y hol ding back a portion
of these paynents in this pool for themto be earned
back by the providers neeting the netrics that we
established for these pools.

The next one there's been no change in the Enhanced
Communi ty- Based Mental Health Services. This is the
funding of the State-only expenditures, the DQJ
settlenment, as well as the ten-year nental health plan.

The next initiative is the I nShape Program which is
provi di ng popul ati on health prograns for individuals
with severe nental illness. W're expanding the
popul ation. We haven't changed it in the application.
W have not changed the oral health for pregnant wonen
and nothers initiative and so those fundi ng anounts
remain the sane fromthe previous draft.
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W have added a program the |last one in the System
of Care/ FAST Forward Program which is a small program
that the Departnent adm nisters for 20 children with
significant nental illness and provides comrmunity-based
support for those. And this is a -- the grant actually
that adm nisters this programis expiring and so within
t he Waiver application we are transferring the services
fromgrant to the DSHP Program as well as adding sone
addi ti onal services, additional benefits for that smal
popul ati on.

The other thing that we've done, added to the
docunent, is the -- we have identified the savings
associated with these initiatives. If you | ooked at the
next to the last |line, Total Funds Saving for the DSHP
Initiatives, we are now showi ng the savings that accrue
fromeach one -- fromthe prograns in the aggregate,
and | call your attention to that we start out spending
nore, and then as we get toward the end of the period
we' re spendi ng about the sane, but the savings then
exceed the expenditures. It actually begins to flip in
year four and year five. W actually see positive
financial outconmes fromthese initiatives.

One other point that | want to nake about
the -- another one of the changes that we've nade in a
couple of places is that we've front-ended sone of the
prograns. So, originally, we had sort of straight-I|ined
the availability of the pools. And in several, and
particularly in the Pilot Program Pool, we noved nore
of the funding into year one of the programto reflect
wanting to support the initiatives of the Departnent
around t he expansi on and Medi caid Managed Care to be
able to provide that boost infrastructure to nake those
prograns successful .
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Turning to Slide 10. This is a breakout of the
Community Reform Pool. As you can see, we have
devel oped si x sub pools. The first one focuses on new
nodel s to i ncrease access to services for the expansion
popul ati on.

The second one is to devel op Tel ehealth Delivery
Models. The third is develop Care Mbdels to generally
support Managed Care Program Step 1 Initiatives.

The next bucket is for Care Mddels to Support the
I ntegrati on of Behavioral Health, Physical Health, SUD,
and Long-Term Care Services. W' ve also included a
program for specific Quality |Inprovenent Projects
related to nental health, and also allocated a portion
of the pool for proposals and prograns that support the
New Hanpshire State Health | nprovenent Plan. So we have
just, again, attenpted to direct these pools in areas
that we think are inportant for the Departnent's
overall objectives. And you can see that we front-ended
and noved a | ot of those into year one. So those are
t hose si x prograns.

MR. MEYERS: Ri ght.

MR. HARDY: One other point | wanted to make is that
one of the questions that we got at the | ast hearing
was around nmeasurenent and effectiveness of the
program One of the criteria that we wll use for
eval uating the proposals that we receive fromthe
provider community is the docunentation of a return on

I nvestnment so that we'll be |ooking for a positive
return on investnent fromthese investnents. And that
wi Il becone one of the criteria in which they will be

eval uated to earn back their Quality Wthhol ds.

The | ast question -- the last item | want to cover
Is Slide 11, which is Budget Neutrality. It's inportant
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for everyone to understand that inside the Wiver the
total spending under the Wiiver nust be equal to or

| ess than what the Federal Governnent woul d have spent
wi thout the Waiver. So it has to be, in essence,
cost-effective for the Federal Governnent for themto
support the Wi ver.

The net hodol ogy i ncludes three conponents. One is
| ooki ng at the Managed Care savings related to the
| npl enent ati on of Medicaid Care Managenent. The next,
the net expenditures, so expenditures and savi ngs
conbined fromthe DSHP. And then third, the Federal
mat ch that we are requesting for those CNOM
expenditures. And our estimates indicate that using
those three factors that we can neet the CMS standard
for Budget Neutrality and show an estinmated savi ngs of
$47 mllion.

Now there are a couple of caveats | want to put on
that nunber. One is that there are a | ot of
cal cul ations in those nunbers, and they're subject to
negotiation with CVMs. You know, they wll ook at it
and deci de whether they agree wth those cal cul ation
and there will be a back and forth negotiati ons between
the Departnment and CVMS on that. But we think the
assunptions that have been nmade while they're
aggressive, they are defensible and so we will find out
once we submt the application and begi n negotiations
with CVMS where we end up on.

CHAIl RA\MOMAN WALLNER: Thank you. Do we have
guestions? Yes, Senator Sanborn.

SEN. SANBORN: Thank you, Madam Chai rman. Gentl enen,
t hanks so nmuch. | appreciate it. Are you posting the
comrents up on-line so people can read then?
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MR. MEYERS: They are. | don't know whether the
| at est ones have been posted yet or not, but | know
that we will be posting themif they haven't been
post ed al ready.

SEN. SANBCORN: Thank you very rmuch.

CHAl RAOVAN WALLNER: Thank you very nuch.
Repr esent ati ve Rosenwal d.

REP ROSENWALD: | have a comment and a question, if
| coul d.

CHAI RA\OVAN WALLNER:  Yes.

REP. ROSENWALD: First, ny comment. |'m pl eased
that you have front-loaded the investnment in the SUD
Wor kf orce Devel opnment. | know that's a change froma

prior draft and | think it's helpful. My question is

t hough as | look at Slide 9 and Slide 11, how do | get
to the net savings of 46.9 mllion when | see a net
expendi t ure?

MR. HARDY: \What you see on Slide 9 is actually the
nunber from step that would be in nunber two on Slide
11. So what we have, so in one, which you don't see in
the -- in this docunent, are the savings from Managed
Care. So the Departnent's actuary MIIliman has done a
cal cul ati on of what we save by doing the care
managenent initiative as opposed if we had done
not hi ng. So that generates --

REP. ROSENWALD: Regardl ess of this Wiiver.

MR. HARDY: Regardless. So we haven't included that
nunmber in this presentation. The nunber from Slide 9
relates to nunber two which is the net expenditures for
t he DSHP.
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REP. ROSENWALD: Wen you i nclude savings from
Managed Care you get to the net savings of 46.09.

MR. HARDY: Yes, that's correct.

REP. ROSENWALD: Ckay. Thank you.

CHAIl RAMOMAN WALLNER:  Furt her questions? Seeing
none, | want --

MR. MEYERS: So | just want to add at the end. In
ternms of next steps, I'll followup wth you, Madam
Chair, and we'll schedule a tine, hopefully.

CHAl RMOVAN WALLNER: | believe we have a tine.

MR. MEYERS: W have a tine?

CHAIl R\MOVAN WALLNER: | believe we have a tine. Next
Wednesday which is -- is that May 28'"? Wednesday, the
28" at 1 o' clock.

MR MEYERS: At 1 o'clock. W will be here then. W
will deliver the Waiver application to LBA prior to
that. Wth respect to the State Pl an Anendnents t hat
you approve today, we will be going forward right away
and submtting themto CM5. And as we have i ndicat ed,
we will followup with the additional State Plan
Amrendnent with respect to the E.R use issue.

CHAIl RROVAN WALLNER: Al'l right. Thank you. Qur next
neeting is a special neeting just to |look at the 1115
Wai ver and approval on that. That's next Wednesday at
1 o' clock. And our next regular Fiscal Commttee
meeting is on June 9'" at 10:00 a.m and that will be
probably the last one for this Fiscal Year.
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MR. MEYERS: G eat.

CHAl RWOVAN WALLNER: Yes, Senator Forrester.

SEN. FORRESTER: Jeff, when wll we see the updated
Wai ver ?

MR. MEYERS: Well, | think we'll be able to
conplete it on Tuesday. As | indicated, as soon as we
conplete it we'll nmake it avail abl e.

SEN. FORRESTER: Ckay.

CHAIl RA\MOMAN WALLNER: Wednesday at one. Thank you.
Meet i ng adj our ned.

(The neeting adjourned at 3:41 p.m)
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