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MEMBERS PRESENT:

Rep. Neal Kurk, Chair
Rep. Ken Wyl er

Rep. Lynne Qber

Rep. Mary Jane \al | ner
Rep. Dan Eat on

Rep. Richard Barry (Alt.)
Sen. John Reagan

Sen. Jerry Little

Sen. President Chuck Mrse
Sen. Andy Sanborn

Sen. Lou D All esandro

(Convened at 10:03 a.m)

(1) Acceptance of M nutes of the Decenber 18, 2015 neeting.

CHAI RMAN KURK: Good norning, everyone. Welcone to the
Fiscal Commttee neeting of February -- sorry -- January 22,
2016. The meeting will now conme to order.

First itemof business is the acceptance of m nutes of
Decenber 18, 2015, neeting. |Is there a notion?

** REP. WEYLER Mbve approval .

REP. OBER: Second.

CHAI RVAN KURK: Representative Wyl er noves, seconded by
Representative Qber that the m nutes be approved. D scussion?
There being none, are you ready for the question? All those in
favor, please indicate by saying aye? Opposed? The ayes have it
and the notion is adopted.

**x  {MOTI ON ADOPTED}



(2) 4 d Business:

CHAI RMVAN KURK: Under O d Business, are there any itens that
anyone wi shes to renove fromthe table? There being none, we'll
nove on to item nunber -- excuse ne -- agenda item nunber (3),

t he Consent Cal endar

CONSENT _CALENDAR

(3) RSA 14:30-a, VI Fiscal Commttee Approval Required for
Accept ance and Expenditure of Funds Over $100, 000 from
Any Non-State Source:

CHAI RVAN KURK:  This is under RSA 14:30-a, VI. Is there
anyone who wi shes to renove anything fromthis Consent Cal endar?
Senat or Sanbor n.

SEN. SANBORN: Thank you, Chair. 1'd like to renpove 002, if
I coul d?

CHAI RMAN KURK:  002. Any other items? | understand there
was an interest in renoving 004 and 012.

SEN. SANBORN: And 012, M. Chair.

CHAI RVAN KURK: But not 0047

SEN. SANBORN: 004 as well, please. Thank you, sir.

CHAI RVAN KURK: Apparently, | was better infornmed than you

SEN. SANBORN: | don't have ny notes fromyesterday, M.
Chair. | apol ogi ze.

CHAI RMAN KURK: So three itens renoved fromthe Consent
Cal endar under Item (3): Fiscal 16-002, Energy and Pl anni ng;
Fi scal 16-004, Health and Human Services; and Fiscal 16-012,

Heal th and Human Services. Are there any other itens that anyone
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wants to renove fromthe Consent Cal endar under agenda item
nunber (3)? There being none, is there a notion to approve the
Consent Cal endar m nus those itens that have been renoved?

* REP. OBER: Mbved.

SEN. LITTLE: So noved.

CHAI RMVAN KURK: Moved by Representative Qoer, seconded by
Senator Little. Discussion? There being none, are you ready for
the question? Al those in favor, please indicate by saying
aye? (Opposed? The ayes have it and the Consent Cal endar,
except for Items 002, 004 and 012, are approved.

**% {MOT| ON ADOPTED}

CHAI RVAN KURK: W now turn to Fiscal 16-002, request from
the Ofice of Energy and Pl anning for authorization to
retroactively accept and expend $300, 000 in Federal funds for
the time period indicated. Is there a notion?

*x SEN. D ALLESANDRO | nove the item

CHAl RVAN KURK: Senator D All esandro noves the item

REP. OBER: Second.

CHAI RMAN KURK: |s there a second? Seconded by
Representati ve Qoer. Discussion?

SEN. SANBORN: Yes, please.

CHAI RMAN KURK:  Representative Sanborn.

SEN. SANBORN: Bring soneone up to answer sonme questi ons.

CHAI RMAN KURK: Good norning, folks. Good to see you.

RICHARD A. M NARD, Jr., Deputy Director, Ofice of Energy
and Pl anni ng: Good norni ng.
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M5. HATFI ELD: Good norning. |'m Meredith Hatfield, the
Director of the Ofice of Energy and Planning and with nme is
Rick Mnard, the Deputy Director of OEP

CHAl RMAN KURK:  Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chair. Meredith, sir, thank
you so much for coming up today. | truly appreciate it.

I"'m beginning to find sonme struggles on the whol e energy
efficiency prograns of all of our governnents that every tine |
see yet another grant to do energy efficiency, where we are now
spending mllions of dollars just in this state for energy

efficiency prograns, | never see if our noney was well spent.
You know, for me, quite frankly, in trying to be energy
efficient, I'"m going out and buying these new fancy |ight bul bs

for 8 10, 12, 15 dollars a piece that are supposed to save ne
tons of noney. They | ast about six nonths and bl ow up, and |I'm
buyi ng yet another one. On an incandescent bulb that doesn't
real ly cost anything.

So what is the State of New Hanpshire doing and what type
of report do we have that shows our total energy cost before we
do all these prograns and what we're paying today? ' Cause |
think at sonme | evel people deserve to know are we just trying to
make ourselves feel good on Friday or are we actually saving the
peopl e noney by spending a pile of noney?

M5. HATFI ELD: Hm hum  Thank you for the question. The
Public Wilities Conmm ssion oversees the ratepayer funded
efficiency prograns that the utilities run, and they do an
Annual Report. 1'd be happy to get that to you and discuss it
with you at any tinme. Those prograns are subjected to a very
strict cost-effectiveness test so that all of the ratepayer
funds that go into the progranms only pay for nmeasures that are
very cost-effective and have a very short payback. And there is
al ways a custoner co-pay that is required, except for the
| ow-i ncone prograns.

JOINT FISCAL COMMITTEE

January 22, 2016



So | feel very confortable we are spending ratepayer noney
very efficiently. W are getting big bang for the buck, and we
are hel pi ng peopl e overcone barriers to reducing their energy
bills. So I would be happy to talk with you about those prograns
at any tine.

This grant is -- um-- OEP was successful due to Rick's
work with other partners in going after a conpetitive Federal
grant. That's why we're here before you. This wasn't in our
budget because it was a conpetitive grant. And the purpose of
this grant is to work with nunicipal wastewater treatnent
facilities, of which there are 74 in New Hanpshire, to help them
reduce their energy bills. You may know that in many cities and
towns the municipal wastewater treatnent plant is often the
| argest user of energy and has the highest energy bill for the
muni ci pality.

Like | said, there are 74 across the state, including
cities such as Berlin, Carenont, Franklin, Concord, Portsnouth,
as well as many small towns that people don't think about having
their own treatnent plants, including Lancaster, Henniker,

Eppi ng, Allenstown, Jaffrey, and Ware.

So we are going to work with all 74 of those systens to do
what people refer to as investnent grade audits. Those audits
will identify specific cost-effective neasures that those
muni ci palities could invest in, partnering with the utilities to
tap into those efficiency prograns to reduce their energy bills.
And just one exanpl e.

Recently, the Town of Merrinmack did a conprehensive energy
audit and as a result of the audit they identified specific
projects. They are currently projected to save over $100, 000 a
year through the neasures that they have done so far. And they
actually save $15,000 in the first six nmonths just by hitting
kind of the first layer of the efficiency neasure that they
could invest in. So we think this is an area that can really
hel p municipalities reduce their energy costs and that it's a
wor t hwhi | e program
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CEP is asking to accept the $300,000. W are passing al nost
all of it through to DES who's our partner. DES works very
closely with all of the wastewater treatnent facilities around
the state and so they will be working closely with themto get
themthe audits and to help themactually inplenment sone of the
ef ficiency neasures. So the two agencies are retaining very
little of the noney just for some adm nistrative costs and nost
of it is going out to the treatment plants.

SEN. SANBORN:  Fol | ow up.

CHAI RVAN KURK: Fol | ow up.

SEN. SANBORN: Thank you, M. Chair. So, Meredith, so |
guess ny first question this is where ny struggle is. It's great
to hear Merrimack saving $100, 000, but what do we spend for them
to save the $100,000? So that payback, that's the part of the
argunment for discussion that | rarely hear happeni ng.

MB. HATFI ELD: Hm hum

SEN. SANBORN: |f we give you $300,000 to go to all the
wast ewater facilities, several are in the district | represent,
shoul d we have sone sort of an obligation that requires your
Departnent to come back and say, we spent $300, 000, went to
t hese agenci es, gave themthese neasures. They, in turn, spent X
amount of noney and here was their utility bill before, and here
is their utility bill after, and they have al ready saved X
anmount of noney and the payback is going to be two years or year
three or sonething. Shouldn't we be requiring that as a
| egi slature when we are doing this type of stuff or does it
al ready happen?

MR. M NARD: Well, let me add that, of course, these are
muni ci pal deci si ons about whether they woul d nmake these
i nvestnents or not. A big part of this process will be hel ping
to connect nunici pal wastewater treatnent operators across the
state so they will be learning fromeach other. So that a city
with a plant conparable to Merrimack will learn from Merrimack's

experience and only nmake smarter investnents. We hope that that
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will -- will give themthe information they need to make only
Wi se investnents. 'Cause you're right, it's not necessarily
assured that an auditor's opinion will pan out economcally.
But -- but these are well-understood facilities. The Depart nment
of Energy made this grant possible and for others across the
country because they know t hat great savings can be had at

wast ewater treatnment facilities.

M5. HATFI ELD: And one estimate that DES has prepared woul d
suggest that with the $300, 000 i nvestmrent we can achi eve over a
mllion dollars annual savings across these plants. But we would
be happy to followup with you as the project proceeds and at
the end we will be preparing a full report for the Departnent of
Energy, and we'd be happy to share it with you and present it.

SEN. SANBORN: Thank you very much. 1'd | ove to see that
type of success so we can, if nothing else, pronote it's
actual 'y worki ng.

MR. M NARD: Thank you

SEN. SANBORN: Thank you, M. Chair.

CHAI RMAN KURK: Question. Did Merrimack get a grant or did
they spend their own noney for their energy audit?

M5. HATFIELD: | believe they participated in a
Federal -- another federally funded program back in 2009 that
hel ped provide investnment grade audits to nunicipalities.

CHAI RVAN KURK: What would it have cost Merrimack or any
community to have one of these audits, forgetting about whether
they get assistance in paying for it? Wat is the cost of an
audi t?

MR MNARD: W are estimating they'|l be about $20, 000
api ece.
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CHAI RMVAN KURK:  So any rational plant operator would spend
$20,000 to save $100,000 in a year. Payback is imedi ate. Pay
for it out of your own budget savings.

MS. HATFI ELD: Hm hum

CHAI RMAN KURK: So if this weren't Federal noney, woul dn't
the State of New Hanpshire be silly to enter into this progranf
Federal noney neans that Merrimack doesn't have to spend the
$20, 000 because | and ot her Federal taxpayers will contribute to
it.

M5. HATFI ELD: Because of the magnitude of the savings that
are avail abl e that $20,000 investnment actually is worthwhile.
And that is why nunicipalities, sonme mnmunicipalities have done it
on their own, especially for wastewater treatnent plants that
has so nmuch equi pnent, passes so nuch water, uses so nuch
electricity. Believe it or not, even when you wap in the cost
of the audit to the project it can still be cost-effective. The
chal  enge for municipal wastewater treatnent plant operator is
they' re conpeting for dollars in their nmunicipalities so a | ot
of tinmes the audit doesn't get done because, you know, they have
conpeting --

CHAI RMVAN KURK: You just told us the payback was 4 to 1 in
the first year. So | can save $80,000 in my budget by spending
$20,000. That's a freebie.

MR. MNARD: O course, the audit cost isn't the only cost.
You probably al so need a capital cost as well to nmake that -- to
make t hat.

M5. HATFIELD: The sane is true in all of our homes. Mbst
of our hones in this roomcould be made 50% nore efficient, but
why aren't we doing it even though the payback can be extrenely
short? 1It's that upfront investnent and it's al so educati on,
access to the right people to do the work. So in sone ways this
grant is to be the matchnmaker to -- so that instead of having
the nmunicipalities having to go out and do the work, we are
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actually going to go to them say let us help you save energy
and save noney.

CHAI RVAN KURK: But they still then have to cone up with the
capital cost or whatever the costs are?

M5. HATFI ELD: And they woul d use the efficiency prograns
through the utilities to get a rebate to buy down the cost.

CHAI RMVAN KURK: |, and | expect sone others, are always
bot hered by our Federal dollars being used to pay for prograns
which if they're -- if they nmake sense on their own would be

done on their own and have problens with Federal subsidies that
we pay for or the Chinese pay for, depends on how you figure the
Federal budget. Further discussion?

REP. OBER: M. Chairnman.

CHAI RVAN KURK: Yes.

REP. OBER: Ms. Hatfield offered to get a report for the
Senator. Could we have her get that report to LBA and each of us
get a copy 'cause | think we each have interest in the sane
guestions that the Senator asked.

M5. HATFI ELD: | would be happy to do that.

CHAI RVAN KURK: Thank you.

REP. OBER: Thank you.

CHAI RMAN KURK: Furt her discussion on the notion? The
notion is to approve Item 002. There being no further
di scussion, are you ready for the question? Al those in favor,
pl ease indicate by saying aye? pposed? The ayes have it and
the itemis approved.

***  {MOTI ON ADOPTED}
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CHAI RVAN KURK: We turn now to Fiscal 16-00 —thank you
fol ks —004, request fromthe Departnent of Health and Human
Services for authorization to accept and expend $4, 083,670 in
Federal funds from June 30'", 2016. W welcome Acting
Comm ssi oner -- uh -- Meyers.

JEFFREY MEYERS, Acting Comn ssioner, Departnment of Health
and Human Services: You forget so fast, M. Chairnman.

CHAI RVAN KURK: Wl cone both of you.

MR. MEYERS: For the record, Jeff Meyers, Acting
Comm ssioner for the Departnent of Health and Human Servi ces.
Wth me this norning is Sheri Rockburn who is the Chief
Fi nancial O ficer for the Departnent.

CHAI RMAN KURK: Thank you for being here. | believe
Represent ati ve Sanborn has a question.

SEN. SANBCORN: As does Senat or Sanborn.

CHAI RMAN KURK: Sorry. Senator Sanborn, too.

SEN. SANBORN: Al though it's a conplinment to call ne
Representative Sanborn, M. Chair. Meredith, thanks so nmuch for
com ng in today.

SEN. D ALLESANDRO: It's Sheri.

SEN. SANBCORN: Sheri .

SEN. D ALLESANDRO Just a slip.

SEN. SANBORN: Just a slip. Representative, thank you so
much for comng in today.

I, like many peopl e who have wat ched the whol e
i npl ement ati on of the ACA and Medi cai d Expansion, specifically
around the 1115 Waiver as it was originally introduced to

provi de doctors with the higher repaynent capacity based upon
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the services they were already doing, and know ng that in the
Executive Branch that waiver was changed to provide other sorts
of services, and many of us are very concerned about doctors
being reinbursed at a level that's unprofitable to them So when
| see that we're -- if | read this correctly -- that we are
spending $4 million to provide rei nbursement rates that are

hi gher than Medicaid to try and find sone way to better
incentivize our hospitals, a whole 'nother discussion, first
I"ve seen it. So | guess I'"'mtrying to understand how big is
this picture and how many ot her prograns exist to further
conpensat e the nedical community for work they're already doing
at a specific rate? Were's the water finding its own |evel?
What ' s our expectation of the funds?

MR. MEYERS: So the item before you is a very specific item
t hat was nmandated by Federal Law as part of the Affordable Care
Act. There were increased rates for primary care physician
services for two Calendar Years, '13 and '14. It was required by
t he Congress, and the requirenent was to pay prinmary care
physi ci ans at Medicare |evel rates, if you wll.

The Act also allowed doctors to take up to a year after the
service to bill for the service. That's sonething that the
Federal Law provided. That's not anything to do with the
Departnent's policies or State Law. And so this itemis nerely
to facilitate the pass-through of the Federal funds, 100%
Federal funds that are paying for primary care services that
were required to be paid at Medicare |l evel rates by the Congress
for Calendar Years '13 and '14. And this is -- thisis, in
essence, the last true-up for that particular discrete program

Congress did not re-authorize the programthis past year.
It was debated in the Congress, but they chose not to
re-authorize it. So this, | believe, and Sheri can confirm this
will be the last tine you'll see this item before you

SEN. SANBORN:  Fol | ow up.

CHAI RVAN KURK: Fol | ow up.
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SEN. SANBORN: What was the total anpunt for all of the
services provided for '13 and '147?

MR. MEYERS: Do you --

SHERI ROCKBURN, Chief Financial Oficer, Departnent of
Heal th and Human Servi ces: | do not know that, but we can get
that for you

SEN. SANBORN: Thank you. Thank you, M. Chair.

CHAI RMAN KURK: What percentage of this fornula didn't
change is actually going to physicians and what percentage is
bei ng si phoned of f for other purposes?

M5. ROCKBURN:  Yeah, 100%of this is directly to the
physi ci ans.

MR. MEYERS: Yeah.

M5. ROCKBURN: So it goes directly to the primary care
physi ci an.

CHAI RMAN KURK: But there's things for current expenses and

out-of-state travel ?

M5. ROCKBURN: Not -- this itemis Item 16-004. This one
just has --

CHAI RMAN KURK: | apol ogi ze.

M5. ROCKBURN: | think you' re |ooking at the next one.

CHAI RVAN KURK: Thank you.

MS. ROCKBURN: You're wel cone.

CHAl RMAN KURK: |s there a notion?

*x SEN. D ALLESANDRO Mbve the item
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CHAl RVMAN KURK: Senator D All esandro noves the item --

SEN. REAGAN: Second.

CHAI RMAN KURK: -- 004, seconded by Senator Reagan. Is there
a di scussion? There being none, are you ready for the question?
Al those in favor, please indicate by saying aye? Qpposed?
The ayes have it and the itemis approved.

**% {MOT| ON ADOPTED}

CHAI RVAN KURK: W now turn to Fisca
16-00 -- sorry -- 16-012, a request fromthe Departnent of
Heal th and Human Services for authorization to accept and expend
$1, 727,822 in Federal funds through June 30'", 2017. Senator
Sanbor n.

MR. MEYERS: Before the question, forgive ne for
interrupting. For the record, |'ve asked to join ne at the table
Marcel | a Bobi nsky who's the InterimDi rector of the Public
Heal th Division in the Departnent.

CHAI RVAN KURK: Who | know, by the way, has had a very
heal t hy breakfast this norning.

MARCELLA BOBI NSKY, MPH, Acting Director, Division of Public
Heal th, Departnent of Health and Human Services: Actually,
today | did, yes.

SEN. SANBORN: Hope you bought it for her, M. Chair.

CHAI RMAN KURK: I n the past |'ve done that. | didn't buy it
t oday.

REP. OBER: Coul d that be chocol ate cake?

SEN. SANBORN: Thank you very nmuch for comng in. So we're
going to spend —again, I'mtrying to understand the program —
we are going to spend $1.7 mllion to provide hone visiting
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services for maternal and child and famly health. But | see in
the narrative that it has a part of the funding will be used for
wor kf orce devel opnent. | started punping gas at 10, very proud
that |I did, but we giving two-year olds shovels? [|I'mnot sure
how we do workforce devel opment for infants, and what we are

doi ng.

DR. BOBI NSKY: Thank you very nuch. We're neeting these
not hers and babies early so eventually they will be able to go
i nto wor kforce devel opnent prograns, actually. But the workforce
devel opnent is around the staffing that needs to gear up. This
is arelatively new program The whol e concept of making -- it's
a very old program but it's come back as a new programto nake
sure that pregnant wonen and nothers of very tiny babies are
actually informed as to how to raise a child. And the workforce
-- the devel opnment of these prograns goes to prograns such as
certification -- let's see. I'msorry. | had to take notes
because I'mrelatively new at this as well.

Qur prograns are certified under a Healthy Fam |y America
Program for exanple, which is very direct in instructing
nothers as to how to raise a child. And, you know, back in the
day, it was nothers who taught their daughters how to raise
children. In this day and age, we send out professionals to help
not hers rai se babi es because they do not necessarily have the
support system And | mght rem nd you that in our health care
system we no longer stay in a hospital for five days to | earn
how to change a diaper, to learn what to do when a baby cri es.
That's not the purpose of hospitalization anynore around
bi rthing babies, and so this day and age you go out the next
day.

If you have a young nother who really knows not hi ng about
the care of a child, this programof hone visitation, a woman
actually signs up and is visited by a professional for up to
three years to tal k about the devel opnent of that child. So what
happens when the baby cries? You talk to the baby. Wen do you
feed the baby, how do you change the baby, et cetera, et cetera;
and, also, those very inportant three years of early devel opnent

of a child.
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So in ternms of workforce devel opnent, we train our staff
and they do go out and | -- there is sone travel. W do send
themto a conference, to a workshop to learn how to do these
particul ar things.

SEN. SANBORN: Fol | ow up.

CHAI RVAN KURK: Fol | ow up.

SEN. SANBORN: Thank you, M. Chair. Are there any other
prograns in Health and Human Servi ces that provide the sane type
of service of young nother devel opnent ?

DR. BOBI NSKY: Yes, there are sone at DCYF and they're
shorter term They are a nore identified service to wonen

who -- or children, actually, who may be at a higher risk for
abuse and neglect. This is available to any woman t hroughout the
state. The progranms that we support then you'll notice in the

2017 Fiscal Year where we are pushing nmuch nore noney out to the
seven agencies that have 11 sites that cover every county in the
state. That is where we will be pushing that noney eventually.
But, again, it's a longer termconmtnent and it's to a broader
group of wonen ot her than those who have been identified at
maybe putting their child at risk.

SEN. SANBORN: Fol | owup. Thank you, M. Chair. Thank you
very much. | appreciate that. In the aggregate, what are we
spending on this type of a programfor how many not hers and
daught ers?

DR. BOBI NSKY: W have 400 wonen enrol |l ed and that neans
they have commtted to that three-year process being visited at
| east once a nonth by a professional to work through the
devel opnent of their child. And we have touched -- | have
t ouched whi ch nmeans may be enrolled but also may be referred to
ot her types of prograns for 800 to a thousand additional wonen.
So we touch, go out and check on, and maybe refer to a different
program but we actually have enrolled 400.
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SEN. SANBORN: Thank you, ma'am Thank you, M. Chair.

CHAI RVAN KURK: Thank you. And that costs us 1.7 mllion?

DR. BOBI NSKY: Yes, it does.

CHAI RMAN KURK: How rmuch is that per year? 1Is it 600,000
and a mllion? That was the split roughly?

DR. BOBI NSKY: Ch, gosh, where's ny fiscal agent when | need

her.

MR. MEYERS: It |ooks -- it |looks to ne that way, but we can
confirmthat.

CHAI RMAN KURK: So it's fully devel oped in the second year
in"'17, we are spending about a mllion dollars. So it's about
$2, 500.

REP. WEYLER: Per nonf

CHAI RMAN KURK: Yeah, per nother.

DR. BOBINSKY: And | wish I could tell you we have so nuch
data in our systemthat | could then tell you and forward 10
years, 20 years to find out what our savings would actually be
if we nurture that child for the first three years, as opposed
to inprisoning that child for substance abuse for that child.
That is the concept. I"'msorry that Public Health does not give
us that quick |ook that we often wish we had in terns of our
i nvestnents, but that is the evidence base behind this
particular type of program Invest in that child for the first
three years, five years, and our savings in the long run will be
t r enendous.

CHAI RVAN KURK: May we have a copy of that study?

DR. BOBI NSKY: Ckay. |'msaying |I'mnot sure that we have
that, but | will |ook and see if we have sone of that
evi dence- based wor k.
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CHAI RVAN KURK: Thank you.

MR. MEYERS: We'll provide it to LBA and circulate it.

CHAI RVAN KURK: Ri ght. Representative Wyl er.

REP. WEYLER So it's 400 for this year, another 400 next
year, another 400 and so be 1200 in the programall the tine.

DR. BOBINSKY: It's constantly devel opi ng, because we get
reports. W can get referrals frommany places. Actually, we
don't get the referrals, Representative Kurk. The hospital sends
a referral to the organization that is actually contracted to do
this. And then they can begin to followup with those nothers as
children are birthed. W have about 12,000 births per year. So
we have constant influx into this program

REP. WEYLER Thank you.

SEN. D ALLESANDRO Comment, M. Chair.

CHAI RMAN KURK: Senator D Al |l esandro.

SEN. D ALLESANDRO Thank you, M. Chair. |'ve seen the
nunber -- nunber of studies that indicate how inportant those
first three years are in terns of the maturation of the child.
And study, after study, after study indicates the inportance of
the situation. And | think it's -- it's wonderful that we are
able to provide this service here in New Hanpshire. | think it's
a very worthwhile use of the funds. | nean, maturity of that
child is extrenely inportant and it plays a role in all of our
lives as we nove -- as we nove forward. And | think it's
noney -- it's noney well spent.

DR. BOBI NSKY: Thank you.

SEN. D ALLESANDRO Thank you, M. Chair.
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CHAI RMAN KURK: Further question. The fol ks who are doing
this, the contracted services, will they be hiring additiona
people to do this or do they have on staff sufficient people to
do it?

DR. BOBI NSKY: | understand, and this is —I would have to
go back and absolutely confirmthis —I understand that a couple
of our prograns are already at capacity, and they may actually
have to expand their staffing to do this. But, again, if you
like | can get that back information to you.

CHAI RMAN KURK: That's not --

DR. BOBINSKY: | understand there are a couple that are at
maxi mum capacity.

CHAI RMAN KURK:  Thank you. Further questions or discussion?

REP. OBER: Yes.

CHAI RMAN KURK: Representative Qber.

REP. OBER: Thank you, M. Chairman. | actually thought I
was all set until Senator Sanborn asked his question and you
responded, and then you further responded to Representative
Kurk, and | wonder if this itemat this point should be tabled
and here's why.

In the docunentation you provided to us, there is no
increase in Cass Line 10 or dass Line 50; and yet, those are
your two staffing lines, your full-tinme and your part-tine. You
just testified that you m ght have to add new staff. You
testified earlier about workforce, that you had to do workforce
training. So | take it you have untrained staff on your staff
now and |I' m wonderi ng about an ongoi ng project that's been
runni ng without untrained staff. So your answers have left nore
confusion than | thought | had before Representative -- Senator
Sanborn renoved this. Can you address that?
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DR. BOBINSKY: Yes, |I'msorry for the confusion. W have
staff on board. Actually, I think it's a staff of maybe three at
the Division to run this program And in terns of education to
our staff that then contracts with seven agenci es throughout the
state. So our staff is always |ooking for additional information
so that they can educate so they can bring new evi dence-based
prograns on board. So yes, we need to continue to educate our
own program staff about the concept of home care.

Were |'msaying that they're at capacity that would be
funded under the contracts for program services, which right now
has a mllion dollars attached to it. Because the people who
actually go out and provide the service are in contracted
agencies. So we have to fund those progranms so they can expand
or continue their work. But that -- when | say a program an
agency is at capacity, that's how we would fund it. W would
fund it under the contract |ine.

REP. OBER: Fol | ow-up, M. Chairnan.

CHAI RVAN KURK: Fol | ow up.

REP. OBER You also said that there are 400 wonen in the
program They sign up for a three-year stint. As sonebody's
t hree-year ends, sonebody el se may sign on. Representative
Weyl er said 400, 400, 400, 1200, but I don't think that's your
t esti nony.

DR. BOBI NSKY: W continue to try to expand this program
And, again, at this point it is relatively new It's only been,
| think, with us for about three years. | think it's 2013 when
we received our first funding. So yes, we expect that this wll
grow and begin to grow exponentially.

REP. OBER: So we currently have 400 wonen at 2.4 mllion.
How nuch is that per registration right now?

DR. BOBI NSKY: Ch, gosh.

REP. BARRY: Five mllion.
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REP. OBER: If we accept this it's at 2.4, M. Chairnman,
according to their paperwork, and they still are going to have
400 wonen.

CHAI RVAN KURK: Am | correct the purpose of this
program -- the purpose of this request is to expand the progranf

DR. BOBI NSKY: Yes.

CHAI RMVAN KURK: W now have 400 wonen. |f we are doubling --
roughly, doubling the size of the program we would expect in
due course that there are going to be 800 or nore wonen. Is that
t he pl an?

DR. BOBI NSKY: | would hope we woul d continue to that
extent, yes.

CHAI RMAN KURK: So you're not paying these fol ks for
contracted services unless there are nore wonen who they are
provi di ng services to.

DR. BOBINSKY: | do not know exactly what our contract
says. | would have to go back and | ook at that. But the intent
always is to increase, find all of the wonmen who need this
service and bring theminto that program

REP. OBER: M. Chair man.

CHAI RMAN KURK: Representative Qber.

REP. OBER: | was incorrect, and Representative Barry
pointed out to me we actually have to add. W have two total
expenses |ines. Probably one shoul d have been a subtotal and
anot her subtotal added together. We actually have 2.6 mllion
plus 2.4 million for $5 mllion expenditure to help 400 wonen.

DR. BOBI NSKY: That's two years.
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CHAI RMAN KURK: It seens on a yearly basis, not the total
for the two years, but on a yearly basis, and I'm | ooking at
2017, we are currently spending or have budgeted $1.347 mllion.

MR. MEYERS: That's correct.

CHAI RMAN KURK: That will cover, according to your
testinony, 400 wonen, sonme of whomnmay be in their first year,
some of whomin their second year, sonme of whomin their third
year receiving services.

REP. OBER M. Chairman, if you | ook above, there's al so
total expenses that's currently budgeted of 1.9 mllion. So you
actually have to add budgeted expenses, 1.9 plus 1.3 to get the
total budget. That's what Representative Barry pointed out.

CHAI RMAN KURK: That's the total budget for the biennium

REP. OBER: W have 18 nonths left in the biennium

CHAI RMAN KURK: | understand that. 1'mtrying to figure out
the long-termcost of this on a yearly basis, assumng '17 is
indicative and not '16. '16 that's start-up costs wth sonething
else. It's amllion three --

MR. MEYERS: Right.

CHAI RMAN KURK: -- for 400 people --

MR. MEYERS: Right.

CHAI RMAN KURK: -- in three stages. By going to 2.4 in '17,
addi ng another mllion --

MR. MEYERS: Right.

CHAI RMAN KURK: -- the expectation, the hope, the intention
is to double that nunmber at |east and bring it up to 800 wonen.

DR. BOBI NSKY: Yes, we continue --
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CHAI RMAN KURK: Ri ght now we are at roughly three -- well,
no. And what you do not know is whether, in fact, the program
pays per person or whether you give thema grant and have an
expectation that they will go out and --

DR. BOBI NSKY: And seek.

CHAI RMAN KURK: -- and persuade another 400 wonen to
partici pate.

DR. BOBI NSKY: Correct. | do not know the depth of that
contract.

CHAI RMVAN KURK: It's conceivable at this point, because you
don't know, that they would still get the extra noney even if
there are no additional wonen participating in the program

DR. BOBI NSKY: Again, | do not know the answer to that but
concei vabl e.

REP. OBER: Should we not be prudent and table this until we
get the answers?

SEN. SANBCORN: Before | address --

REP. OBER: |I'mnot noving. |'masking the Chairnman a
guesti on.

CHAI RMAN KURK: Senat or Sanbor n.

SEN. SANBORN: You indicate your desire to see how far we
can expand this program You hope it continues to grow
exponentially. If we are birthing 12,000 kids a year, do you
have a kind of a top vision? | nean, is the goal to have every
kid in New Hanpshire for this service?

DR. BOBI NSKY:  No.
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SEN. SANBORN: Wiere do we reach that |evel where we are
spendi ng noney wi sely, we are doing the right thing, but we are
not going to spend $35 nmillion a year on the program

DR. BOBI NSKY: Senator, | cannot give you the answer to
t hat question. Again, my know edge is not that deep. But, again,
I am happy to send that information forward. But no, again,
t hese are wonen who appear to be by judged by professionals at
t he hospital upon release that they would be referred to this
type of program

MR. MEYERS: Right, right. There's a popul ation that would
benefit fromthese services. And so this is a targeted program
that's supported with Federal funds for that purpose.

CHAI RMVAN KURK: Representative Wl l ner.

REP. WALLNER: Yes, thank you. | thought | heard in your
testinony that sone of these people -- some of these groups that
you contract with may -- are already at maxi mum capacity.

DR. BOBINSKY: Yes, | believe there are two or three.

REP. WALLNER: So, presunably, they would -- they're already
turni ng peopl e away possi bly because they are at their nmaxi mum
capacity. So there are people out there possibly waiting for
this service.

DR. BOBI NSKY: And, again, | cannot attest to the fact that
we are turning people away, nor that we have a waiting list, if
you will. But yes, they are very busy and, again, | do not know
if it's a contract per child -- per nother served or if it's you
will serve, and | can let you know that imedi ately.

CHAI RMVAN KURK: Since we have the Comm ssioner here, | hope
he will take note of the tenor of sonme of these questions --

MR. MEYERS: Yes.

CHAI RMVAN KURK: -- that are |ooking to cost effectiveness --
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MR. MEYERS: Yes.

CHAI RMAN KURK: -- prograns over the long-term

MR. MEYERS: Yes.

CHAI RMVAN KURK: Not just doi ng good, not just feeling good,
but acconplishing specific results for specific dollars spent so
we can conpare. | know with grant progranms it's not always easy;
but, certainly, for budget purposes, whether a mllion dollars
spent here gives us a better result than a mllion dollars spent
there if we have to choose between the two, which we often do.

MR. MEYERS: Right. Correct.

CHAl RVAN KURK: Senator Little.

SEN. LITTLE: Thank you very nuch. The last -- and | see
this on a lot of subm ssions, not just fromHHS --

MR. MEYERS: Hm hum

SEN. LITTLE: -- but from many agencies. The | ast paragraph
is in response to a question that you' re asked --

MR. MEYERS: Right.

SEN. LITTLE: -- as a fill in. And it says that if the
Federal funds ever go away, you will not expect the State
CGeneral Funds to step in behind.

MR. MEYERS: Right.

SEN. LITTLE: Is that a statenent that you truly believe
given the inportant nature of this progranf

MR. MEYERS: Yes. | nean, we're representing that we would
not seek CGeneral Funds to do it. | nean, again, this is -- we
woul d, obviously | ook at our priorities in our budget and nmaybe
there's alternative ways to fund a programlike this. But we're
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representing that should, in this case, the Congress ternm nate
t hese funds, we obviously have to reassess whet her we can
deliver the program

SEN. LITTLE: Well --

CHAI RMAN KURK: Senat or.

SEN. LITTLE: Further question. Wien you say reassess
whet her we continue, doesn't that sort of inply that you m ght
maybe cone back and seek sone --

MR. MEYERS: There may be ot her Federal funds avail able.
There coul d be other funds that are non-Federal that are
avai |l able. But we'd always have to assess whether or not the

25

services could be continued if the specific source as identified

here were no | onger avail abl e.

SEN. LITTLE: Thank you

CHAI RMAN KURK: I'minclined to go ahead with this now
rather than table it because the information, | think,

regardl ess of what your answer was, we would still continue with

the program But the questions that Representative Qoer raised
are inportant, and I think we do need the answers to those.

MR. MEYERS: Yes.

CHAI RMAN KURK: W really need to know how much it costs us
for each one of the individuals who is getting these services.

MR. MEYERS: Yep.

CHAI RMAN KURK: And if Dr. Bobi nsky was suggesting that
there was sone evidence that over the long run these prograns
are economcally worthwhile, whether -- it's not clear from her
answer, she may not know -- whether it's to the State Budget,
the State econony or the National econony; but to soneone
apparently the benefits outweigh the cost. And if we can get

that, again, that woul d be hel pful.
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DR. BOBI NSKY: Yes, sir.

MR. MEYERS: Yes, we will.
REP. OBER: M. Chairnman.

CHAI RMAN KURK: Representative Qber.

REP. OBER: This is an agency that testifies before us and

says they will get answers to us and has a strong track record
of never providing those answers. Not necessarily this group,
but we don't get the answers back. | would |ike you to ask them

when we woul d have the answers. Could we have the docunent by
t he next neeting so that we woul d have the answers?

CHAl RVAN KURK: Thr ee weeks.

REP. OBER: If we leave it just open, we never know if they
get to it and in fairness to themthey never know when it's
expected. So maybe it's our fault that we don't get the answers
back because we don't set a tine [imt, but | do think we need
t hose answers.

MR. MEYERS: For the record, | take exception with the
prem se of the question; but putting that point aside, we are
happy to provide the answer prior to the next neeting so that it
can be distributed to the Menbers of the Commttee.

CHAI RMAN KURK: Much appreci ated. Thank you. Senat or
Sanbor n.

SEN. SANBORN: Actually, Senator D All esandro first.

SEN. D ALLESANDRO | want the record to clearly indicate

that when | ask a question of the Departnent, | get an answer. |
followup and they followup. | think to present a view that the
agency is non-responsive is not -- that's -- that's not

consi stent what |'ve seen and | have been around here awhil e.
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CHAI RMAN KURK: We under st and t hat.

SEN. D ALLESANDRO |'m gl ad.

REP. OBER: 1'Il refer nmy questions to you, Senator, and get
ny answers. | know how to do it now. Thank you.

CHAI RMAN KURK: Sone of us may have had different
experiences, but | agree with you. M questions have been
answered in a tinely manner. Further discussion on this issue?
Is there a notion?

*x SEN. D ALLESANDRO: Move the item

SEN. SANBORN: M. Chair, | have one nore question

CHAI RVAN KURK: Sur e.

SEN. SANBORN: | beg your indulgence. Mght not be entirely
relevant, but I'"'mnot sure if M. Meyers will be up here again
today and, clearly, do not want to throw gas on any fire about
receiving information. But | ask your indulgence to say | don't
see a Dash Board in this report.

MR. MEYERS: Right.

SEN. SANBORN: | ask for themevery single nonth. It was
fromMay to Decenber. Can we -- can | get your comm tment that
this Conmttee will have a Dash Board every single nonth?

MR. MEYERS: | have -- yes, and | have made that comm tnment
publicly, including in my testinony at the confirmation hearing
the other day. It's nmy intention if confirmed as Conm ssi oner
to ensure that there is a public Dash Board that is rel eased and
posted by the Departnent that's available to this Conmttee and
avail able to the general public on a nonthly basis.

SEN. SANBORN: Thank you, sir. Thank you, M. Chair.
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CHAI RVAN KURK: Senator D Al l esandro noves that we accept
this article.

REP. WALLNER: Second.

SEN. REAGAN: Second.

CHAI RMAN KURK: Seconded by Senator -- by Representative
Qoer. Further discussion.

REP. WEYLER: Representative Wall ner.

CHAl RVAN KURK: Was it Wall ner?

REP. OBER: Wal | ner said second.

CHAI RMAN KURK: Sorry. Seconded by Representative Wll ner.
Furt her discussion? There being none, are you ready for the
guestion? All those in favor, please indicate by saying aye?
Opposed? The ayes have it and the itemis adopt ed.

***x  {MOTI ON ADOPTED}

(4) RSA 14:30-a, VI Fiscal Commttee Approval Required for
Accept ance and Expenditure of Funds Over $100, 000 from
Any Non-State Source and RSA 124:15, Positions
Aut hori zed:

CHAl RVAN KURK: And we nove on to the fourth itemor the
fourth tab on the agenda, RSA 14:30-a, Fiscal Commttee Approva
Requi red For Acceptance and Expenditure of Funds Over $100, 000
From Any Non-State Sources. This is a Consent Calendar item 1Is
there any request that an item be renoved? There being none, is
there a notion to accept the --

** SEN. REAGAN. Move to accept.

CHAI RMAN KURK: -- the Consent Cal endar under Tab (4).
Moved by Senator Reagan. Seconded by --
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SEN. D ALLESANDRO Second.

REP. OBER: ber.

CHAI RMAN KURK: Representative Ober. Discussion? There being
none are you ready for the question? All those in favor, please
i ndi cate by saying aye? Qpposed? The ayes have it and Itens
005 and 016 are approved.

***  {MOTI ON ADOPTED}

(5 RSA 7:12, 1, Assistants:

CHAI RVAN KURK: W turn now to Tab (5) under the agenda,
Fi scal 16-001, a request fromthe Departnment of Justice for
aut hori zation to accept and expend the sumnot to exceed
$1 million for funds not otherw se appropriated for the purpose
of covering projected shortfalls in the general litigation
expenses incurred in the defense of the State and the
prosecution of crimnal |aw through June 30, 2016. Is there a
noti on?

*x REP. OBER: Mbve to accept.

CHAI RMAN KURK: Representative Gber noves that we accept.
Seconded by?

REP. EATON: Second.

REP. WEYLER: Eat on.

CHAI RMAN KURK: Representative Eaton. D scussion? There
bei ng none, are you ready for the question? Al those in favor,
pl ease indicate by saying aye? pposed? The ayes have it and
the itemis approved.

***  {MOTI ON ADOPTED}

(6) RSA 622:28-a, V, Industries Inventory Account:
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CHAI RMAN KURK: Turn now to Tab (6), RSA 622:28-a, V,
Industries Inventory Account, Fiscal 16-009, request fromthe
Departnment of Corrections for authorization to purchase a
20-foot refrigerated box truck in an ampunt not to exceed
$20,000 in other funds fromthe Correctional Industries
Revol vi ng Account through June 30, 2016. |Is there a notion?

*x SEN. REAGAN: | npve accept ance.

CHAI RMAN KURK: Senat or Reagan noves.

REP. OBER: Second.

CHAI RMVAN KURK: Seconded by Representative Qber.
Di scussi on? There being none, are you ready for the question?
Al those in favor, please indicate by saying aye? The ayes
have it -- excuse ne. Nay? The ayes have it and the notion is
approved.

*** [ MOTI ON ADOPTED}

CHAI RMAN KURK: And the itemis accepted. This was Fi scal
2016- 009.

REP. WEYLER: Did you vote nay, M. Chair?

CHAI RVAN KURK:  No.

REP. WEYLER: Onh, |'m sorry.

(7) Chapter 206, Laws of 2015, Medicaid Coverage of
Tel eheal t h Servi ces:

CHAI RMAN KURK: W now turn to Tab (7) and Fiscal 16-006, a
request fromthe Department of Health and Human Services for
aut hori zation to inplenent a Medicaid Tel ehealth Programt hat
conplies with the provisions of Chapter 206, Laws of 2015.
Senat or Sanborn has a question. Thank you, Comm ssioner.

MR MEYERS: O course.
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CHAI RVAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chair. Thank you, M.
Comm ssi oner .

MR. MEYERS: OF course.

SEN. SANBORN: Conmi ssioner, as you know, | was prine
sponsor on one-half of the Tel ehealth, and Senator Pierce, if |
remenber correctly, sponsored the Medicaid one, and so nuch of
the testi nony was surrounded around supporting Tel ehealth. And
I was prinme so | clearly supported it. But howis it the State
| ets noney to deliver health care around New Hanpshire? | see in
your narrative that reinbursenent is going to be at retail rate.
So | had sone conversations with another couple Senators here
about how we save noney and rei nburse everything at the sane
rate as if it was a face-to-face program So it's, you know, and
| fully understand that we m ght not have a specialist up in
Berlin or one in Nashua if there was a car accident. So | fully
appreci ate our need to inplenent Tel ehealth. But the narrative
seens to inply there won't be a savings if we are paying
face-to-face visit for a non-face-to-face experience.

MR. MEYERS: Yes. | think our Medicaid Director, who is very
i nvolved in the devel opnent of this programin response to the
requirements of Senate Bill 112 which created the requirenent
for the Departnment to conme forward with this proposal, wasn't
avai |l abl e today. And she coul d probably speak to it in greater
detail than | can today. But the -- but ny understanding is we
are paying the sane rate initially in order to really stand up
t he program and see how it will work. Because if we pay a
different rate, it may not encourage enough participation. And
what | understand is that Tel ehealth progranms around the country
are generally stood up paying at the same face-to-face rate
initially in order to get the program going. But that,
obvi ously, has to be reassessed after a period of tinme to see
how, you know, econom es can be achieved through the use of this
technol ogy as opposed to a face-to-face visit.
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SEN. SANBORN: Thank you, sir. Thank you, M. Chair.

CHAI RVAN KURK: Just a conment, | guess. \Wen conputers
first came out and printers first cane out |, and | think nost
ot her people said, great. W are going to save huge reans of
paper. W won't need file cabinets, et cetera, and we all know
what happened. When you nmake sonething readily avail able for
what ever reason we seemto use it nore. Instead, if you' re doing
a thesis or sonething, instead of having it retyped 16 tines
which is very expensive --

MR. MEYERS: Right.

CHAI RMAN KURK: -- you only did it once or twice at the
nost. Now you can have a reprint at the press of a button. So ny
concern here is that this programw ||l be extrenmely popul ar and
wi Il have an increased use of health services. |I'mvery pleased
to say that while you will start off reinbursenent rates at a
standard rate for face-to-face visit, you will also |ook very
carefully at the programto decrease, | assune, not increase
that rate should the program prove popul ar

MR. MEYERS: Right. | nean, we need to assess this as it
goes forward because the objective is, obviously, to -- to
achi eve savings and not to increase the cost of the services.
There's reporting requirenents in the statute. The Depart nent
wi Il be before the Legislature in the future reporting on how
this programis working or not working, and it will, obviously,
have to be assessed as it goes forward.

CHAI RMAN KURK: W Il that be part of the Dash Board?

MR. MEYERS: Happy to nake it part of the Dash Board, sure.
I want to take a |l ook at how lineup -- align the reporting
requirenments, but | don't see any reason why we can't neke it
part of the Dash Board.

CHAI RMAN KURK: It may be too insignificant part of the
total package to include in the Dash Board.
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CHAl RMAN KURK: |s there a notion?

*x SEN. D ALLESANDRO Mve the item

CHAl RVAN KURK: Senator D All esandro noves the item

REP. OBER: Second.

CHAI RVAN KURK: Seconded by Representative Cber.

REP. OBER: Hm hum

CHAI RVAN KURK: Further discussion? There being none, are
you ready for the question? All those in favor approving Item
16- 006, please now indicate by saying aye? Qpposed? The ayes
have it and the itemis approved.

***  {MOTI ON ADOPTED}

(8) Chapter 275:1, Laws of 2015, Departnent of
Corrections; Budget Footnote on Accounting Unit
8234:

CHAI RVAN KURK:  Turn now to Tab (8), Fiscal 16-013, a
request fromthe Departnment of Corrections for authorization of
a 100% General Fund appropriation for an additional 1,045,837
for nmedical and dental expenses to cover projected shortfalls
for the remai nder of State Fiscal Year 2016. |s there soneone
fromthe Departnent avail able? Good norning.

HELEN HANKS, Assistant Conmi ssioner, Departnent of
Corrections: Good norning. Thank you, Menbers of the Conmittee.
My nane is Hel en Hanks. |1'mthe Assistant Comm ssioner for the
Departnment of Corrections. And prior to that I was in the
position of the Director of Medical and Forensic Services.
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To ny right is Paula Mattis who took on that role for the
Departnent and she's new. So I'mgoing to take the | ead and have
her fill in where I mght not be fully aware.

CHAI RVAN KURK: Thank you.

M5. HANKS: Happy to take questions.

CHAI RVAN KURK: Senat or Mr se.

SEN. PRESI DENT MORSE: | don't know if this makes sense, but
you're predicting a shortfall for the next six nonths and you've
got an exact nunber of 1,045,837. If you're that good, that's
great.

M5. HANKS: |'mpretty good, but | believe that ny
accounting folks got a little too specific and it's an
approxi mate, sir. | think the question is very relevant.

We have done a lot of forecasting over the years. | think
we're very close. W may be off a couple of dollars here or
t here, obviously. W' ve had sone unanticipated events due to
substance use injuries within the Departnent, due to a nursing
vacancy rate. W have not used dialysis services |ast year. W
have a patient com ng back on Friday who will need dialysis. W
hadn't forecasted for that. And | think our budget when we
presented it, we were concerned with the nunber because it
didn't take into account the normal nedical Consuner Price |Index
t hat happens in the community. These are comunity-based costs
that we are tal king about here. It's inportant to know they're
not costs that are incurring behind the walls with our existing
staff.

SEN. PRESI DENT MORSE: Further questi on.

CHAI RVAN KURK: Furt her.

SEN. PRESI DENT MORSE: The community -- so are they under
our care at that point or have they been rel eased?
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M5. HANKS: They're under our care, but they're receiving
the care, they have to go to a hospital. They have to go out for
cancer treatnment. They have to go out for intravenous.

SEN. PRESI DENT MORSE: So we couldn't sign themup for an
i nsurance policy. They're not out |ong enough.

M5. HANKS: Correct. W are tapping into the Medicaid
Expansion. | think it's also inportant, which is part of that
Fiscal letter, we have deferred |last year $1.8 million of
i npatient stays that were eligible for our offenders who have
the qualified stay at a hospital to be deferred to be paid by
Medi cai d rather than our General Fund dollars. And when we
submtted this letter we had deferred 667 approxi mate thousand
dollars again to Medicaid. W're up now. W' ve deferred around
$876, 000 to Medicaid that didn't come out of General Fund.

SEN. PRESI DENT MORSE: Further questi on.

CHAI RMAN KURK: Furt her questi on.

SEN. PRESI DENT MORSE: | spoke with Speaker Sytek when we
aut hori zed the health care plan, And we were going to work to
make sure that everyone that was rel eased signed up for health
care.

MB. HANKS: Hm hum

SEN. PRESI DENT MORSE: |s that happeni ng?

M5. HANKS: Yes, sir. So when people are rel eased on parole,
those costs are incurred through their own neans. But we are
signing people up for Medicaid prior -- approximately 30 days
prior to their release through NH EASY. W work with Health and
Human Services. They | ook at our popul ation very closely for us
and approve and deny those before their discharge date. The
| ast nunber | had had enrolled 564 individuals. | am sure that
nunber has gone up since | |last |ooked at it.
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SEN. PRESI DENT MORSE: |s that a requirenment that they have
to do it?

M5. HANKS: They -- we can't force the men and wonen to sign
up for it, but it is part of our case managenent plan. Qur case
managers are sitting with our clients and they're enrolling
them They can choose or refuse to enroll. Mst are not once we
expl ain the process to them

SEN. PRESI DENT MORSE: Further questi on.

CHAI RMVAN KURK: Furt her questi on.

SEN. PRESI DENT MORSE: Can't we require drug and al coho
treatnent of those people that we're putting out on probation?

M5. HANKS: We can make it part of their probation and
parol e plan, yes.

SEN. PRESI DENT MORSE: So woul dn't that on the other end of
it require themto get insurance to be able to participate in
that ? Because that was our discussion in authorizing health
care that we saw a huge benefit here.

M5. HANKS: | will look into that on the |legal side with
the Attorney General's Ofice. I'"mnot sure if we can force them
to enroll in health insurance. | think it's a great question and

"Il get clarification on that.

SEN. PRESI DENT MORSE: Thank you

CHAI RVAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chair. Two questions. Thank
you, ladies, for comng in. Wl cone aboard.

PAULA MATTI S, Departnent of Corrections: Thank you.

SEN. SANBORN: Hope you have a great tinme. |If you need
hel p, let us know.
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M5. MATTI S: Thank you.

SEN. SANBORN: Nunber one, you reference that you bl anme your
mat hermat i cal cal cul ati on based upon an increase in health care
costs. Just interested to know what that rate is. And, number
two, when we tal k about providing services, if |I'munderstanding
you correctly, because | think there's a |ot of discussion about
Medi cai d Expansi on and our ability to use the Correction
uni verse to help offset those costs, and ny understandi ng was
while they' re incarcerated we actually couldn't which was kind
of a m sapplication of the discussion at that tinme. So is what
you're saying that every tinme you transfer sonmeone who is
incarcerated to a hospital for service, you sign themup for
that service. And then when they cone back you de-enroll thenf?
How nechanically does it happen?

M5. HANKS: Let ne clarify. |1t has always been avail abl e
to the Medicaid popul ation that when an offender is out at a
hospital and has literally an inpatient stay, if they nmet the
eligibility requirenments we could seek rei nbursenent for that
servi ce and Medi caid woul d pay the hospital directly.

SEN. SANBORN: W have al ways done that?

M5. HANKS: Always -- well, we did that in 2008 when | cane
on board.

SEN. SANBORN: Ckay.

M5. HANKS: What happened with the expanded definition is
t he nunmber of people who now are eligible has increased to
al nrost 90% of those inpatient stays are now deferred for
Medi caid and they do enroll them and they basically suspend the
benefit and we are able to re-engage it if they go back multiple
epi sodes.

SEN. SANBORN: M. Chair.

CHAI RVAN KURK: Fol | ow up.
JOINT FISCAL COMMITTEE

January 22, 2016



38

SEN. SANBORN: So having visited our facilities, we have
health facilities basically in our facilities so when they are
getting care within the facilities they stay within the wall
non-covered benefit. Only if the injury or illness is
signi ficant enough that we actually have to transfer them out of
the facility into a hospital, only that portion will be covered
under Medi cai d.

M5. HANKS: Correct, as long as it's an inpatient stay.

SEN. SANBORN: Has to be overnight?

M5. HANKS: Has to be overnight and neet the definitions of
24 hours plus one mnute.

SEN. SANBORN: Thank you.

M5. HANKS: My pl easure.

CHAI RVAN KURK: The $1.8 million and the $600, 000.

M5. HANKS: Hm hum

CHAl RVAN KURK: |s that the total anobunt that we saved or
only 50% of that that we saved?

MS. HANKS: The total anpunt that we saved.

CHAI RMVAN KURK: When an inmate is out, is in a hospital and
qual i fies for Medicaid, does Medicaid pay 100% of his costs or
does the State have to pay 50% of the Medicaid costs?

M5. HANKS: It's currently at 100%

CHAI RMVAN KURK: W pay not hi ng?

M5. HANKS: We pay nothing for the inpatient stay.
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CHAI RVAN KURK: |s it possible to save nore noney by
shifting nore of our patients out of our facilities for
treatnent ?

M5. HANKS: W shift anyone who is appropriate for
inpatient stay at a hospital to an inpatient stay at a hospital
We don't retain people in the facilities if they require
i npatient stay.

CHAI RMAN KURK: Senat or Morse.

SEN. PRESI DENT MORSE: Chairnman, are you suggesting that we
use Federal noney?

CHAI RMAN KURK: Thank you for that question, Senator.

M5. HANKS: dad | don't have to answer that, sir.

CHAI RVAN KURK: And | chose not to. It does sting on
occasi on.

REP. WEYLER: We have no notion

CHAI RVAN KURK: No. Coul d you give us a quick review of what
you requested in the budget and what the ultinmate nunbers were?
This is a very significant -- this request for six nonths is a
very significant increase in '16, and it suggests an even | arger
i ncrease for '17.

M5. HANKS: Well, | would like to start with |ast Fiscal
Year we ended at expending -- I'mgoing to round-up 'cause it
was $3.994 nmillion in health care services. Again, that exceeded
our internal capacity. When we projected our budget to be
presented many years ago at this point, had anticipated a cost
of alittle over 5 mllion. W left the Governor's phase
agreeing to around 3.3, and through the |egislative process we
attained the $3.6 mllion budget that we are operating under
Now.
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So we had anticipated an increase in cost and what we have
to do with nedical expenditures and it varies every year based
on our patient mx is really track it and see where we are
trending. So this is above and beyond that. But we had
antici pated the nedical Consuner Price Index affecting those
communi ty external costs, and | think they are part of that
driver.

When we | ooked at the nedical CPl, and | have a copy, but

"Il e-mail it out so you'll all have that through the LBA, it
was 6.6. That nedical CPlI through Boston-Brockton, which is the
i ndustry standard, is now around 4.9. | think that's the primry

driver when you nultiply that with what we expended around 3.99
| ast year. That's your delta, and then sone of those
unanti ci pated nedi cal expenses based on our patient m X.

CHAI RMAN KURK: So your request was five point --

M5. HANKS: It was 5.6 initially.
REP. OBER: To the Gover nor.

MB. HANKS: To the Governor. Then we eval uate sonme nore.

CHAI RMAN KURK: | understand. Wat will be your total if
this request is granted?

M5. HANKS: 4.6 | would round-up to 4.7.

CHAI RVAN KURK: What do you think you'll be requesting next
year above and beyond the anount in the budget?

M5. HANKS: Next year we actually have a hi gher nedica
line, and it is 4.8. | think we can attenpt to operate within
t hat nunber, again, depending on what that nmedical CPl is and
what our patient mx, but | think it's a better budget for next
year with this popul ation

CHAI RMAN KURK: Two ot her questions, and please don't be too
of fended by this one.
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M5. HANKS: Tough skin.

CHAI RVAN KURK: Are we providing the Constitutional m ninum
nmedi cal care required or are we providing a higher |evel of care
than the Constitutional requirenent?

M5. HANKS: It's a very appropriate question, and we are
providing the Constitutional appropriate requirenent. No one's
getting false teeth. We are not doing hip replacenents. But it's
a very fair question, and we are providing the 8" Anmendnent
Constitutional requirenent.

CHAl RVAN KURK: And not nore?

M5. HANKS: Not nore.

CHAI RMAN KURK: Thank you. Senator Sanborn.

SEN. SANBORN: Thank you, sir. For inmates that are not at
a facility for 24 hours and one m nute, how are we being billed
by the hospitals; at the Medicaid rate, the Medicare rate or the
retail rate?

M5. HANKS: Well, fortunately, this Legislature through the
years have hel ped us support and change | egi sl ation around what
we wll pay to the hospitals. So there's actually a statute,
I"I'l send that to you, that's specific. W pay 25% above the
Medi care rate for different types of service and 10% f or
hospi tal - based services. And what we do is at the Departnent
above and beyond that is we do put out Requests For Proposals to
engage in contracts to try to get even a reduced rate for our
popul ations. W' re a guaranteed payer. W pay on tine. And
sonmetimes we've attained contracts with hospitals at an even
| ower rate than the Medicare rate

SEN. SANBORN: Thank you.

CHAI RVAN KURK: | thought these fol ks who were going into

hospitals were receiving Medicaid services?
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M5. HANKS: For inpatient stays.

CHAI RVAN KURK: And that's being paid -- right. But those
people are being paid at the Medicaid rate.

M5. HANKS: Correct.

CHAI RMAN KURK: And we are payi ng none of that.

M5. HANKS: Correct.

CHAl RMAN KURK: But it's the Medicaid rate.

M5. HANKS: It's those outpatient one-tine encounter
services that we have different established rates for

CHAI RVAN KURK: And what woul d you think of the idea of
changi ng that | anguage from Medi care to Medi cai d?

M5. HANKS: That was the language | went in initially with
at the beginning of the cycle, and the different hospital groups
| obbied that that rate was not favorable. W negotiated to the
Medi care rate. I'mcertainly in favor of |ooking at the Mdicaid
rate.

SEN. SANBORN: |'m sorry, Medicare plus 25?

MS5. HANKS: Well, it could be the Medicaid rate.

CHAI RVAN KURK: Are you operating under statute or --

M5. HANKS: Yes.

CHAI RMAN KURK: -- are you negotiating independently of
statute?
M5. HANKS: |'m doing both. |'moperating under statute and

contracting for paynents |lower than statute when | can. And if

there's a specialty service that they won't accept our patient
JOINT FISCAL COMMITTEE

January 22, 2016



43

because of the patient mx, | mght have to negotiate even a
different rate. That's what's within statute as wel|.

CHAI RMAN KURK: Thank you. Representative Ober and then
Representati ve Wyl er

REP. OBER: Thank you, M. Chairman. Just a little history.
Assi stant Comm ssioner Hanks gave you a little bit of it but not
all of it, and I think she probably can't go through all of
this. But when they came to Division |, there was di scussion
that this anount was |ow, and they were hopeful. But on the
ot her hand, this is one of the Iine itens where they can cone to
Fi scal and ask for nore noney.

And at the tinme, as we all know, you can only spend a
dollar in one place. Once you spend it, it's gone. And the
Corrections budget that cane to the House had all of the new
openi ng costs and staffing for the Wonen's Prison. So they were
trying to juggle the huge increase in the budget because of the
new prison. And I'm sure that was part of the discussion with
t he Governor, although she didn't cone and testify specifically.
But there was -- we knew there was a risk with this |ine when
they cane, and they were very open, and they were very calm
about di scussing what they were going to try to do.

M5. HANKS: Thank you, ma'am That's correct.

CHAI RMAN KURK: Representative Wyl er.

REP. WEYLER Thank you, M. Chairman. |'m | ooking at Page
2, one of the | ast paragraphs. We continue to work to obtain
rei mbursenment fromother states for inmates that have been
transferred to us by interstate conpact and incur nedical costs,

and I'mcurious as to what -- how significant this popul ation
is, how expensive they are. And, obviously, do we | ook at

the -- at the physical health of the request to see if they're
passing on sone very expensive things, |ike, dialysis when they

ask us to transfer a patient?
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M5. HANKS: That's an excellent question. Yes. Any other
state that asks us to receive one of their offenders, and we
al so for nunerous reasons nm ght want to exchange one of ours, we
actually go through a process where it goes through nedical,
mental health, security, offender records, nmany places, and then
finally actually to nmy desk. And then I audit all of the
i ndi vi dual recommendations to ascertain whether | think this
person is an appropriate person to be placed in New Hanpshire.
We certainly do not take people whose nmedi cal costs, such as
dialysis or even, quite frankly, Hepatitis Ctreatnment with the
new pharmaceuticals we say no.

REP. WEYLER Cood.

M5. HANKS: In fact, I'mproud to say that in 2008 we
becane very active in making sure that the costs incurred by
out-of-state offenders in our custody are rei nbursed by the
sendi ng state and we are basically budget neutral. After one
particular state who's prom sed to send us a check this week,
but we are budget neutral on that.

REP. WEYLER: Thank you. Thank you, M. Chair.

M5. HANKS: Thank you for the question.

CHAI RMAN KURK: Are we taking full advantage of the statute
that allows you to rel ease early those people with extraordi nary
nmedi cal expenses?

M5. HANKS: Yes, we are, the nedical parole statute. Last
year we recomended ten individuals. W nedically paroled five.
Just because they nmeet the level of that statute with regard to
their medical condition doesn't nean their safety has changed.
And this year we've nedically paroled three. W are only in
January. |'mnot sure what the rest of the year will do; but we
actual ly have an enployee who is that's one of their fundanental
functions.

CHAI RVAN KURK: Thank you.
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M5. HANKS: Thank you.

CHAl RMAN KURK: |s there a notion?

*x REP. OBER Move to accept.

CHAI RMAN KURK: Representative Cber noves, seconded by
Senat or Sanborn that the item be accepted. Further discussion?
There bei ng none, are you ready for the question? All those in
favor, please indicate by saying aye? Qpposed? The ayes have
it and the itemis accepted.

*** L MOTI ON ADCPTED}
M5. HANKS: Thank you.

CHAI RMAN KURK: Thank you. Senator Morse.

SEN. PRESI DENT MORSE: There was sonething you said, and |
think it's worth noting as we get into the CAFR | ater, Line 5
that we approved was a mllion dollars to the Departnent of
Justice, which they can cone in at any tinme and ask for. And
then we just approved another mllion dollars. That goes beyond
where the budget was that we approved and sent out of here. |
just want to point it out because every one is comng wWth noney
bills. And | think you'll see in the CAFR we did go over where
we were and what we approved.

CHAI RMVAN KURK: Thank you for that observation. | agree.

(9) Chapter 276:23, Laws of 2015, Judicial Branch;
Transfers:

CHAI RMAN KURK:  We now turn to Fiscal -- to Tab (9), Fisca
16-018, a request fromthe Adm nistrative Ofice of the Courts
for authorization to transfer $299,800 in General Funds between
expendi ture classes through June 30'", 2016. |s there a notion?

*x SEN. D ALLESANDRO: Move the item
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CHAI RMAN KURK: Senator D Al |l esandro noves, seconded by?

REP. WEYLER: Wal | ner.

CHAI RMAN KURK: Representative Wall ner. Discussion? There
bei ng none, are you ready for the question? Al those in favor,
pl ease indicate by saying aye? Qpposed? The ayes have it and
the itemis approved.

***  {MOTI ON ADOPTED}

(10) Chapter 276:29, Laws of 2015, Departnent of
Transportation; Transfer of Funds:

CHAI RVAN KURK: W now turn to Tab (10), Fiscal 16-007,
request fromthe Department of Transportation to
aut horize -- for authorization to establish various non-budgeted
classes in various accounting units and to transfer $3,500, 400
bet ween vari ous accounts and cl asses through June 30'", 2016. Is
t here sonmeone fromthe Departnent who coul d answer questions?
Good norning, folks.

MARI E MULLEN, Director of Finance, Departnent of
Transportati on: Good norning.

CHRI STOPHER WASZCZUK, Director of Project Devel opnent,
Departnment of Transportation: Good norning.

MS. MJULLEN: Marie Mullen, Director of Finance from DOT and
with me is Director of Project Devel opment, Chris Waszczuk

CHAI RMAN KURK: | see you've noved up in the world.

MR. WASZCZUK: Thank you.

CHAI RMAN KURK: | have one very basic question on this. It
appears that you're renoving $3.5 mllion fromconstruction to
spend el sewhere. W struggled mghtily in the House, and |I'm
sure in the Senate, to fund the Departnent's construction budget
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at a reasonable level. Wre we overly generous by three and a
half mllion dollars?

M5. MULLEN:. Thank you for the question. This is actually an
account that we've cone to Fiscal before to accept and expend
funds. It wasn't through the budget process per se. Hum-- we
had exceeded our revenue from Federal Hi ghways. So we had
accepted funds here to establish this to pay for
non-partici pati ng Federal H ghway projects. So at the tine it
was established we didn't have specific projects identified that
it would be used for. So we had made an assunption that, you
know, construct -- we kind of parsed it out of where we
estimated it would be. And now that we've cone to the point
where we need to pay back Federal H ghway and pay sone
expendi tures, we need to put the appropriations in the proper
class line. So we are requesting to nove the funds to the
appropriate class line so that we can pay it out.

CHAI RMAN KURK: |s the effect of this that certain potholes
will not be filled and certain roads wll not be paved?

M5. MULLEN: No.

CHAI RMAN KURK: If this is not approved will potholes --
nore potholes be filled and nore roads paved?

M5. MULLEN: No. If this is not approved, Federal H ghway
wll still withhold the funds from our reinbursenents. They've
specified to us they would wi thhold funds regardl ess from our
regul ar reinmbursenents, from our weekly reinbursenents

MR. WASZCZUK: Representative, if | may add? This noney
goes back to those non-participati ng expenses back into the
Federal program back into Federal accounting codes that becone
avail able for the State to use on other projects. So, in
essence, it's nore of we are not paying for non-participating
itenms. And then, ultimately, they becone participating on other
projects. So we are able to do paving and bridge work on ot her
projects that are participating under the Federal program So
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this noney is comng right back and will be used under the
Federal program

CHAI RVAN KURK: And where is it? Could you show nme where
it's com ng back?

MR. WASZCZUK: It is com ng back --

CHAl RVMAN KURK: It's not in here?

MR, WASZCZUK: It's not in here. Into the Federal program
into those Federal accounting units that it came out of
originally.

CHAI RVAN KURK: And so there will be potholes filled and
roads paved --

MR WASZCZUK: Yes.

CHAI RVAN KURK: -- with this noney at sonme other tine in
some ot her portion of the budget?

MR. WASZCZUK: Correct.

CHAI RMAN KURK: Thank you. Senator Sanbor n.

SEN. SANBORN: Thank you, M. Chair. Am| correct then to
assune it mght be nore appropriate to receive or recognize this
noney in a different class line if this is an ongoing situation
where we're not really using the noney as we would all inply or
it's being withdrawn from an account that we would inply the use
woul d be ot herw se?

M5. MULLEN: Yes. At the tinme we didn't have specific
projects or we hadn't identified what specifically it would be
used on. So we anticipated construction type itens. Since then,
we have identified what these need to be used for. So we need to
re-class the itens. So, yes, in the future if we are able to
identify that ahead of tinme, we would request it in the proper

class line upfront.
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SEN. SANBORN: Fol l owup, if | nmay?

CHAI RVAN KURK: Fol | ow up.

SEN. SANBORN: | guess maybe |I'mthinking fromthe
reci procal. Do you always anticipate this noney fromthe Feds or
is this at sonme | evel found noney that you didn't anticipate it
so you didn't have a project associated with it.

M5. MULLEN: Right. This was found noney. W hadn't
anticipated it in the budget. Because our projects are
cyclical, they can go over two and three-year periods. Qur
rei mbursenents fromthe Federal year each year can go up and
down depending on the activity in our projects. So when we -- SO
when we budgeted it was found noney at that tine.

SEN. SANBORN: So, therefore, M. Chair, if you allow?
Therefore, ny question on the accounting basis would it be nore
illustrative to the Finance Commttee to have a different
general |edger account of unanticipated Federal funds so if
there's not the thought from sonme of us that we are taking noney
away fromrepairs when in a sense we are finding new noney to
help with repairs? So, M. Chair, | leave that up to you and the
Fi nance Conmttee, if you understand mnmy question.

CHAI RMAN KURK: It's a request when you submt these in the
future, if you could put in |anguage that reflected your
testinony here today rather than the, fromny point of view,

i nconpr ehensi bl e expl anation that we received, | think it would
be nmuch appreci at ed.

M5. MULLEN. Absol utely.
*x REP. EATON: Move the item
CHAI RMVAN KURK: Representative Eaton noves the item

seconded by Senat or Sanborn. Discussion? Questions? There
bei ng none, are you ready for the question? Al those in favor,
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pl ease indicate by saying aye? Al those opposed? The ayes
have it and the itemis approved.

***x  {MOTI ON ADOPTED}

CHAI RVAN KURK: W turn now to Fiscal 16-008, another
request fromthe Department of Transportation for authorization
to establish various non-budget classes and various accounting
units and to transfer $136,000 —that's a record | ow —between
vari ous accounts and cl asses through June 30'", 2016.

*x REP. EATON. Move the item
REP. OBER: | have a question.

CHAI RMVAN KURK: Representative Eaton noves the item |Is
there a second?

SEN. D ALLESANDRO Second.

CHAI RMAN KURK: Seconded by Senator D Al |l esandro.

SEN. LITTLE: I think it's $136, not 136, 000.

CHAI RVAN KURK: | apologize. | couldn't even read such a
smal | nunber. Representative, we have a notion and a second.
Representative Ober is recognized to ask a question or to speak
to the notion.

REP. OBER: Thank you, M. Chairman. Last nonth, |
specifically requested of DOT that they take a little nore care
with the presentation of the materials that cone to us. W're
dealing with $136. No zeros at the end of that. Your
expl anation, witten by you, says various non-budgeted cl asses
in the plural, and yet your docunent shows that you are going to
put $136 into one class, Cass 19, holiday pay. Wiy doesn't your
docunent match your spreadsheet? That shoul d be singular and,
again, it's just a matter Representative Kurk just spoke about
t he discussion. Believe it or not, we read these. W | ook at

these. W& get our books a week ahead of tine. W study them W
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ask questions. It's so helpful, can you please work to nmake the
paperwork just a little bit better so it's -- we are not trying
to figure out, well, why does it say classes plural, but | only
see one transfer, for exanple.

M5. MULLEN: Absolutely. W'll take nore care to review
t hat .

CHAI RMAN KURK: This is a well-educated state. Al of us
have been taught by our first, second, third and high school
Engl i sh teachers about punctuati on and grammar and sentence
structure and so forth, and | guess those | essons have renui ned
W th us.

MR. WASZCZUK: Duly noted.

SEN. SANBORN: Al t hough, M. Chair, | mght suggest that
when it cones out of one class into another class, Class 19 into
20, some woul d suggest should be "ES' for cl asses.

REP. OBER: Representative Sanborn it says establish
non- budget cl asses.

REP. WEYLER: There's only one non-budget cl ass.

CHAl RVAN KURK: Fol ks, it is now 11:15. W have three
audits. W can discuss English, if you wish, but | prefer to go
on.

REP. WEYLER W have a noti on.

CHAl RVAN KURK: W have a notion. |Is there further
di scussion of this $136 iten? There being none, are you ready
for the question? Al those in favor, please indicate by saying
aye? Qpposed? The ayes have it and the notion carries.

***  {MOTI ON ADOPTED}

(11) Chapter 276:143, Laws of 2015, Departnent of Health

And Human Servi ces; Transfer Anbng Accounts:
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CHAI RVAN KURK: And thank you very nuch. W now turn to Tab
(11), Fiscal 16-014, request fromthe Departnment of Health and
Human Services for authorization to transfer $2,859,238 in
General Funds, and increase Federal funds in the anount of
$40, 141 with no net inpact on other revenues through June 30'M
2016. Is there soneone fromthe Departnent who m ght answer sone
guestions? Good norni ng, again.

MR. MEYERS: Good norning. For the record, Jeff Meyers and
Sheri Rockburn.

CHAI RVAN KURK: | understand this really represents the
nonetary transfers that need to follow the Departnent's
reorgani zati on. My question is how nmany positions were
el imnated or, excuse ne, rendered unnecessary as a result of
the switch to Managed Care? And were any of those elimnated or
did we sinply transfer those to other areas?

MR. MEYERS: My understanding is that we did not elimnate
positions as a result of Managed Care. Keep in mnd the vacancy
rate at the agency nowis 14% W have got 409 vacanci es of
whi ch 160 are unfunded. Managed Care stood up a new program
that required oversight and eval uation and other functions that
were not there before the Managed Care Program So those
positions were not elimnated. Positions were repurposed so that
we could ensure the integrity of the Managed Care Program It's,
obvi ously, sonmething that | amvery interested in and shoul d |
be confirmed next week, it's an area that I'mgoing to take a
very close ook at in terns of all of our positions with all of
our prograns. We are going to need to do that with respect to
the work that we'll have to do for the next budget. And we are
going to have to do that, frankly, to ensure that we are able to
neet the limtations inposed in the current budget. And as you
know, ny predecessor presented sonme information at the |ast
Fiscal nmeeting with respect to shortfalls in certain lines of
t he Departnent that, obviously, have to be tracked very
carefully between now and the end of the Fiscal Year and the end
of the biennium
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So it's how we are allocating positions within the
Departnment, how we are staffing progranms is sonething that,
again, if confirmed I'mgoing to be taking a very cl ose | ook at.
But I can't tell you today that there was or any positions that
were elimnated because of Managed Care.

CHAI RMAN KURK: Perhaps |I'Il rephrase the question. Wre any
posi tions which previously were necessary to adm ni ster the
Medi cai d Program nmade unnecessary as a result of the switch to
Managed Care which for a per nenber/per nonth charge --

MR. MEYERS: Right.

CHAI RMAN KURK: -- allowed a private insurance conpany to
perform significant bookkeepi ng, paynent and other functions
t hat previously had been done by Departnent personnel? One of
the things that we were told when we passed Senate Bill 413 --

MR. MEYERS: Yes.

CHAI RMAN KURK: -- was that there would be a significant
State reduction in personnel necessary to adm nister the program
since we, in effect, were outsourcing significant funds that
previously had been done in-house. And even if you kept these
positions and transferred them el sewhere, | woul d appreciate
sonme indication of the nunber of positions that are no | onger
necessary to adm ni ster the Managed Care Programthat were
necessary to adm ni ster the in-house Medicaid Program
understand you may have transferred them el sewhere, but there
shoul d have been a significant nunber of positions that were
unnecessary as a result of the change to Managed Care.

MR. MEYERS: |'m happy to ook into it, obviously, in-depth;
but ny understanding is that we were unable to because of the
different functions and the new requirenents on the Depart nent
to ensure the integrity of the program and the nonitoring and
t he oversight of the program that that did not allow for the
el imnation of positions. OGoviously, | wasn't involved in making
the representations back in 2013 with respect to what positions
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may or may not be elimnated as a result of the program but we
are happy to take a further look at it.

CHAI RMAN KURK: Thank you. Senator Morse.

SEN. PRESI DENT MORSE: Well, just to followup on that.
"Cause | -- Jeff, | do think it's inportant and | thought it was
inmportant for a different reason. | thought we needed nore
technical people in the Departnent and | certainly worked with
t he past Comm ssi oner --

MR. MEYERS: Yes.

SEN. PRESI DENT MORSE: -- to try and figure out how to get
there. But | think the Conmttee needs to understand. | just
checked this. 2013, July, 2600 enpl oyees, give or take 10 or 20.
2014, July, 2600 enpl oyees, and 2015, July, 2600 enpl oyees, al
give or take by 20. So | keep hearing how we need nore enpl oyees
because we cut themfor three years, there's proven that we have
t he sanme anount of enployees all over there.

| did ask if we should nove sone people in, like, shrink
down to 2500 and put in 33 specified accounting type enpl oyees
"cause |'msure we get done asking questions about the CAFR
which | hope you stay for, we're going to hear things that
t hi ngs were m smanaged and noney was | eft sonmewhere. | don't
find that an acceptabl e answer because | was trying to solve it.
But | think Neal is getting to a point that I nmet with one of
the MCOs. A hundred thirty sonething enpl oyees. That's one MO,
and | don't believe they have the biggest chunk. So then if the
ot her one has 130 enpl oyees that's 260 enpl oyees. A |ogica
person woul d assunme that there's got to be savi ngs sonewhere
else. | nmean, it's just -- | don't care if anybody cited it or
not cited it. There's all these people working for insurance
conpani es doing a job of sending people what we want to do, go
to ny primary care first and not go to a hospital.

MR. MEYERS: Right.
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SEN. PRESI DENT MORSE: And the Departnent isn't show ng us
any effect of that. And | think it's a |logical question to ask
and as we re-debate 413 now, | think people are going to want
answers.

MR. MEYERS: It is a logical question. And I amcommtted to
| ooking at it, obviously, and working with the Legislature to
expl ain how this programis working, and what the inpact it's
having within the Departnent on staff. But, again, | don't know
if we stepped out of the roomand | don't dispute the nunber of
enpl oyees you just cited; but, you know, we have a 14% vacancy
rate and --

SEN. PRESI DENT MORSE: On a fictitious nunber. 1It's always
been around 3,000 and it's all -- I'"mproving to you right now
it's always filled to 2600.

MR. MEYERS: Ckay.

SEN. PRESI DENT MORSE: This state is going to have 10 or 11%
turnover all the tine and never have these positions filled. The
Comm ssioners can go neet all the tinme and conplain, but they're
all at about the sanme. So I don't think it's any different.
You're a training canp. Ask LBA | nean, they | ose an enpl oyee a
week to the other departnents. | nean, so that's always going to
happen in governnent.

MR. MEYERS: Yeah.

CHAI RMAN KURK: Senat or Sanbor n.

SEN. SANBORN: Not that enpl oyees are ever unhappy at LBA
because it's a great place to work under the current steward and
| ast steward. If nmy nenory serves, could be wong, but I think

I"mright, | thought a couple years ago when we were having the
conversation about bringing in an MCO for an even higher
Medi cai d popul ation versus the Expansion population, |I'll have

to go back and check nmy numbers, Jeff, but | thought the nunber
was 574 FTE's worked in fee-for-service traditional Mdicaid.
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And by noving to MCO —this is a contention |'ve always had with
your predecessor.

MR. MEYERS: Yes.

SEN. SANBORN: My point has always been if | privatize an
entity and shift the whole thing offshore, I now have about 574
FTEs that were doing a job, and the nunber could be wong but
that's the nunber that's sticking in ny head right this second,
that we woul d have 574 FTEs that had the previous task for
fee-for-service now don't.

Now, | had the sane conversation with the Comm ssioner
about three nonths ago where he said what you're saying today.
W won't | et anyone go because we're going fromfee-for-service
or operational type of jobs on to an oversight job to the MCGCs.
And |i ke we hear from Senator Mdrrse and the Chair, | struggle
m ghtily with that concept. Because if we are paying $6,000 a
belly button for MCOs and saving a little bit of noney but now
we still have to retain hundreds of enployees in an oversight
provision, that would indicate to ne that we nade a m stake
sonewhere, because the cost will be dramatic.

MR. MEYERS: | should have al so added, excuse ne, earlier
that we haven't elimnated our fee-for-service program That
program has not gone away. We didn't turn on Managed Care for
all populations or all services at once.

Now, there is a legislative mandate to put all popul ations
and all services in Managed Care. W have been inpl enenting that
now si nce 2013. W have taken care before we have noved from one
phase of the programto the next phase with this -- the | atest
devel opnent in terns of putting those that were able to opt-out
of their nedical services for Managed Care, nost of whom are
dual eligible, so there are sone other folks in that group as
wel |, about 10,000 people will now becone under Managed Care
starting on February 1%'. So we have phased in the program for
quality reasons and oversight reasons to ensure that before we
expanded the program particularly the nore vul nerable
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popul ati ons, that there was a well-understood plan and there was
readi ness on behalf of the State and the MCOs to do so.

So ny point being that we didn't go -- we didn't flip a
swi tch when 413 passed and all popul ations and all services were
going into Managed Care. So we haven't elim nated the
fee-for-service program

Now, as the program continues to be inplenented, it's
obviously an inperative for the Departnent to | ook at what the
staffing levels are and what's needed for oversight and what's
not needed for oversight. So it's going to be a constant
pr ocess.

CHAI RMAN KURK: When do you expect all fee-for-service
prograns to be conpleted and everyone transitioned to Managed
Care or you don't think that's ever going to happen?

MR. MEYERS: Well, there's bills in the Legislature that are
pendi ng now that woul d delay the inplenentation of Managed Care
for the waiver popul ation. The Departnent presented and the
Governor and Council approved contracts in Decenber that have
targeted Septenber 1% of this coming year of 2016 to nove
forward with the next phase which would be the CFI, Choices For
I ndependence Wi vered services and nursing services. But as |
testified publicly on Wednesday, in order to be able to proceed,
we have -- it's always been the Departnment's position that the
pl an for how those services are going to be provided has to be
very clear and conmuni cated to people and understood by people,
and both the MCOs and the Departnent have to be ready.

And with respect to the CFl services, there's a Federal
wai ver anmendnment that's required before we can do that. The
Departnent is still working on that waiver. There's a public
process that has to be acconplished around that waiver and even
if that waiver were submtted tonorrow, which it won't be, or
Monday, which it won't be, CMS is scrutinizing these waivers
very, very closely because they are placing vul nerable
popul ati ons wi thin Managed Care. And so, you know, if you | ook

around the country, when other states have filed these simlar
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type of waiver anmendnents, CMS has opened up a request for
information that has | asted nonths in other states.

So sitting here today, | nean, we — obviously, we're
commtted to the program W are conmmtted to noving forward.
We have to do sone in conpliance with the | aw and we have to do
so when there is a plan that is fully devel oped and under st ood
and that we determ ne that the MCOs and both the State are ready
for that.

So the answer to your question is not never. The answer to
your question is we're continuing to inplenent it, but we have
to do so in accordance with those principles that | just
articul at ed.

CHAI RMAN KURK: Thank you. Further questions or discussion?
Is there a notion?

SEN. SANBORN: M. Chair, | also rem nd you that the tai
will be significant. It will be nonths, if not years.

CHAl RMAN KURK: Senator D All esandro noves to — to --

SEN. REAGAN: Second.

CHAl RVAN KURK: -- approve the amendnent -- excuse ne -- the
request, seconded by Senator Reagan. Further discussion or
questions? This is a notion on 014, $2,859,238. If you're in
favor of approving this item please indicate by saying aye?
Opposed? The ayes have it and the itemis approved.

*** {MOTI ON ADOPTED}

CHAI RVAN KURK: Thank you.

MR. MEYERS: Thank you

(12) M scell aneous:

(13) Informational Materials:
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CHAI RMAN KURK: Any questions on the Informational Materials
that we have? There being none, then we'll proceed to the three
audits. The first is the Conprehensive Annual Report for the
Fi scal Year ended June 30'", 2015, lovingly referred to as the
CAFR.

AUDI TS:

STEPHEN SM TH, Director, Audit Division, Ofice of
Legi sl ati ve Budget Assistant: Good norning, M. Chairmn

CHAI RMAN KURK: Good norning to you. Wl cone to Finance. W
very much |l ook forward to your presentation

MR. SM TH:. For the record, ny name is Stephen Smith, the
Director of Audits for the Ofice of Legislative Budget
Assistant. The first two audits that will be presented to you
were conducted by KPMG who is under contract with our office.
And starting with the State CAFR, Marie Zimerman is the Partner
on the engagenent this year and Steve Wall ach, the Manager. And
also joining us at the table would be Gerard Murphy, the State
Comptroller. So with that I'll turn it over to Marie.

MARI E ZI MMERVAN, Partner, KPMG LLC: Good norni ng.

CHAI RMVAN KURK: Good nor ni ng.

M5. ZI MMERVAN. My nane is Marie Zimmerman for the record
| amthe | ead Engagenent Partner on the CAFR for the Fiscal Year
end audit which is the year ended June 30'", 2015.

| believe in your books you have a copy of the required
comuni cations that |I'mgoing to go through this norning.

We have audited the basic financial statenents or lovingly
known as the CAFR for the year ended June 30'", 2015, and issued
an unnodi fi ed opinion as of January 15'" 2016. Sone of the
requi red communi cations that we are going to go through is our

responsibility under the professional standards. W are
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responsi bl e for perform ng and expressi ng opi ni ons about whet her
the basic financial statenments which are prepared by Managenent
are presented fairly in all material respects in accordance with
U S. GAAP and CGovernnental Auditing Standards.

These standards ensure that we provide reasonabl e but not
absol ut e assurance about whether the basic financial statements
are free of material msstatenent. However, our audit does not
relieve Managenent or the Fiscal Committee of their
responsibilities.

In addition, in planning and perform ng our audit of the
basic financial statements, we consider internal controls as we
pl an and design our audit procedures in certain circunstances
and for the sole purpose of expressing our opinion.

In performng those controls, we do not express an opinion
over internal controls. However, if itenms were identified during
the course of our audit, we will comunicate those to you and
Managenment in our required comruni cati ons under our Governnent al
Audi ting Standards or fornerly known has the "Yell ow Book" and
as well as the Managenent Letter. That communication will be
forthcom ng, will not be at today's presentation.

Moving to two of our required letter. The other information
i ncluded in the docunent or the CAFR, including the RSI, the
introductory transmttal letter, statistical information, we do
not have an obligation to perform an opinion on those. However,
we do review those and if itens came to our attention or were
materially inconsistent with the basic financial statenments we
woul d raise those. So it's included in our opinion. W have
noted there were no material inconsistencies; however, we do not
sol ely express an opi nion over those.

During this year, there were sone significant accounting
policies that we | ooked at as they're described in Note 1 to the
basi c financial statenents. There was no significant changes by
Managenent of those significant policies except for the
i npl ement ati on of GASB 68 and the accounting reporting for

pensions. | know that you've heard about these a little bit
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t hroughout the year, and | know Gerard will explain them as
needed. But GASB 68 Pension Standard does nodify financial
reporting requirenments by State and Local governnments related to
t he pension plans and here at the State you have the two pension
pl ans; the Retirement Systemor the nulti-enployer system as
well as the JRP which is the single-enployer system

Wth the inplenentation of that, there was an adjustnent of
approxi mately 830 million to opening that position at the
government-wi de | evel. And as well as you had at the end of the
Fi scal Year as of June 30'", 2015, you had approxi nately
$772 mllion increase to your liability as related to the
net -- net pension liability. In addition, there was al so
brought onto the books a deferred inflow and outfl ow of
resources as related to this liability.

Thr oughout our audit, we did not identify any unusual
transitions -- transactions. Excuse ne. W did performour audit
and | ooked at significant estimtes or key estinmates within the
CAFR. Sonme of those key estimates included but are not limted
to tax recei vables, OPEB or other pension benefit liabilities,
your Medicaid liability, your workers' conpensation insurance,
litigation, and other contingencies, and then your new estinmate
this year was the new net pension liability.

We did perform procedures around the underlying assunptions
t hat devel oped -- that Managenent utilized to devel op those
estimates and in sone cases we had our independent actuaries
review the State Actuaries' key performance indicators or
assunptions that they utilized in that.

Movi ng to the next required comunication is the corrected
or uncorrected msstatenents. Wthin this CAFR, we had no
uncorrected audit m sstatenents. We did have three corrected
m sstatenents that we worked wi th Managenent and they are
reported. Those corrected m sstatenents go from debt to debt
service expenses, two related to the Medicaid liability rel ated
receivables as relates to that liability, as well as the drug
rebate recei vables. And then our third corrected m sstat enent

that was identified was a reclassification within that position
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at the governnment-wi de level fromunrestricted to restricted to
bei ng consistent with the governnental funds restricted
cl assification

As a part of our -- the |last page of our required
comuni cation is there was no di sagreenents wi th Managenent on
financial reporting. To the best of our know edge, Managenent
has not consulted or obtai ned opinions from other independent
auditors as it relates to areas that we audited. And there
was -- as a part of our normal course of our audit over the past
few years, we -- there was -- we continually work with LBA
Managenent throughout the year and there was no conditions or
itens that we discussed prior to our retention of this audit.

Material witten comunications wll include this letter as
wel | as our engagenent letter, representation letter that LBA
has and can provi de as needed.

There were no significant difficulties encountered dealing
w t h Managenent or LBA throughout our audit, and we greatly
appreci ate the support that everyone had i n Managenent
t hroughout our audit process.

And, lastly, in accordance w th independent and
pr of essi onal regul ations, we do deem oursel ves i ndependent from
t he CAFR of Managenent and LBA at the State as well. That is our
requi red communi cati ons and does anyone have any questions
before Gerard goes through his section?

CHAI RVAN KURK: Apparently not. Thank you.

M5. ZI MMERVAN:. Thank you. Gerard.

GERARD MURPHY, State Conptroller, Departnent of
Adm ni strative Services: Ckay. Good norning, Chairman Kurk,
Menbers of the Conmittee. My nane is Gerard Murphy. | amthe
Comptroller for the State with the Departnment of Admi nistrative
Servi ces.
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Before | start with docunents, | would |like to get
t hank-yous out of the way.

First, thank you to the Commttee for granting us the
extension. It was a difficult year and we certainly appreciated
the little bit of extra tinme. Next is a thank you to KPMG and
LBA. They were very -- we enjoyed their cooperation. They were
very hard-working and really, obviously, we couldn't have gotten
through this difficult tinme without them So we appreciate their
assi st ance.

And then, lastly, I'd like to thank my staff within the
Di vi sion of Accounting Services, the entirety of DAS and really
all the financial staff and nanagenent for State Agencies
t hroughout the state. It's truly a group effort and a | ot of
people did work very hard on this docunent, and I am gratefu
that | had such a | arge anobunt of assistance.

Wth the thank-yous out of the way, I'Il nove on to the
docunents. |I'd like to start on Page 10, please. Page 10, you'l
notice there's a table that details three years of actua
revenue collections within the General and Education Trust Fund.

You'll also notice the last colum is the plan anmpbunt for Fisca
15 and a couple of -- the calculation variance over plan for

Fi scal 15 was a revenue surplus of $46.9 mllion. And

this -- this surplus was driven largely in areas that perform

wel | when econonic conditions are good. We're tal king Meal s and
Roons, Real Estate Transfer Tax, and Tobacco Tax, good indi cator
of the overall economic conditions within the state.

One ot her revenue nuance | wanted to point out was the

Busi ness Taxes. They did cone in below plan. The final audited
nunbers did cone in below plan. But that -- that final actua
nunber includes an adjustnment that has never been nmade before.
As part of our year end cl osing process, the Departnent works
with DRA to do a conparison between the liability the State has
on its books as of 6/30 for credit carryovers where busi nesses
can claima credit against future taxes due. So we conpare this
liability balance as of 6/30 with an estimate of future audit

revenue that we anticipate collecting to go against that
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liability in the future. That analysis, this conparative

anal ysi s has been done, | think, for the past four or five years
now. And for the first time this year the liability bal ance was
greater than the estimate of future audit revenues to the tune
of $5.5 mllion. So the Business Taxes number is -- was adjusted
downwards by $5% mllion as a result of this analysis.

Now, saying that, | wanted to bring to the Conmttee's
attention that this is a -- this is an evolving process. Wile
t he bal ance of credit carryovers is a fairly static known
nunber, DRA can |look at its records and pull that liability out.
The estimate of future audit revenue is a little bit nore
subj ective, and we anticipate during this year working with DRA
to ensure that our nethodol ogy is the nbst sound net hodol ogy for
protecting our future audit revenue. So just to give the
Comm ttee an update that that -- this issue is in play for us
for this year and nore to cone. We'l|l keep you posted as to what
our progress on the issue is.

CHAI RMAN KURK: If I may? WII -- will anything that you do
to change what happens in the future be retroactive and result
in arequired restatenment of this CAFR?

MR. MURPHY: No, no. | don't anticipate that. | think the
estimate is what it is at this point. We may try to inprove the
estimate on going forward, but | don't anticipate any such | ook
backwar ds.

CHAI RVAN KURK: Thank you.

MR. MURPHY: So that takes us through revenue. Before | nove
on, are there any other revenue questions that Menbers of the
Comm ttee have? No. Ckay. If we could take a couple of steps
backwards to Page 8, please. Ckay. So famliar site to many.

We have surplus statenents for the General and Educati on
Trust Funds goi ng back from 2013 through this npst recent one,
2015. | wll, obviously, focus on '15. If you could | ook down at
closer to the bottomof the table. There are two nunbers I

wanted to point out first, the first being the undesignated fund
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bal ance June 30 of $49 million. This represents the amunt of
surplus that will be carried forward in the General Fund into
Fiscal Year 16 to be used as funding for Fiscal Year 2016. This
was, as you will recall, set forth in House Bill 2 fromthe 2015
budget sessi on.

The ot her nunber | wanted to point out was a couple |lines
above that. There's a transfer to the Rainy Day Fund of
$13 million, and this represents the remaining surplus above
that 49 mllion. So this was transferred as dictated by law into
the Rainy Day Fund at the close of the biennium So that 13 and
49 represent a Fiscal Year 15 surplus of $62 million which when
conbined with the 9.3 that was existing in the Rainy Day Fund at
t he begi nning of the year, we have a total unassigned fund
bal ance of $71.3 mllion. So that's the end result.

How did we get there? First off, we know from our previous
di scussion that revenue cane in 46.9 above plan as conpared to
t he adopted budget. W al so know that the -- the net
appropriations which are 2,205, 200,000, this nunber as conpared
to the adopted budget has a favorable variance of $40.5 nillion.
And this favorabl e variance cones about for two reasons. The
bi ggest is we had a |lapse, $30 million, $29.5 nillion higher
than we anticipated during the budget. There was the -- the
significant |apse in the Education Trust Fund for Adequacy, and
there were al so agency | apses that canme in higher than the
50 -- $52 million assuned during the budget process. So that's
t he bi ggest reason why net appropriations cane in better is
because of that | apse. And then the other side, the other ten,
approximately 10 mllion was due to a nunber of factors.

You'll recall we had an $18 million Executive O der
reduction. This -- so that reduced appropriations by 18 mllion.
That was slightly offset or nostly offset by additional
appropriations of about 16.6 mllion. However, there were a
nunber of other adjustnents made during the year to account
for -- really for timng differences between how things actually
pl ayed out and what was assunmed during the adopted budget.
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For instance, during the adopted budget, there was -- there
was a back- of -t he-budget reduction with -- for DHHS of
$7 million. The budget assunmed 3.5 per year of reduction would
be taken. However, it didn't work out that way. None of that
reducti on was recognized in '14. So the additional 3.5 mllion
was recognized in '15. So simlar to that the pay raise. W
assunmed 13 mllion was needed for the pay raise. However, only
11 was ended up being required at the end of the day once the
actual transactions were processed. So that -- those are largely
t he kinds of things that went into this positive $40.5 mllion
variance on the net appropriations side. And then we get to the
GAAP adj ust nent s.

Duri ng the adopted budget there were no assunmed GAAP
adjustnents so the entirety of that anount, the entirety of that
20.5 mllion was a negative variance reduci ng surplus. And
that's essentially how we get to our final position of 62
mllion. Any questions on this surplus?

CHAI RMAN KURK: Senat or Morse.

SEN. PRESI DENT MORSE: | have a few questions, and | know
you're trying to control the debate from Page 10 to Page 8 but
they kind of overlap. | nean, based on this Surplus Statenent
and what we did for a budget for '16 and '17, there's about a
mllion four shortfall and that shows up in the Rainy Day Fund.

MR. MJRPHY: Correct.

SEN. PRESI DENT MORSE: That's where we | anded, no matter
what you shuffled in-between there. The | apse, can we get a
detail of what's in it? The 67 mllion or 68 mllion that's in
this, can we get a detail of that, a breakdown?

MR MJRPHY: O course. Wat |evel of detail, Senator
Mor se?

SEN. PRESI DENT MORSE: | want them by Departnent.
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MR. MJURPHY: Yeah, you betcha. | can have that to you
t oday.

SEN. PRESI DENT MORSE: That's great. | will be |eaving at
one.

CHAl RVAN KURK: You'll send that to all Conmmittee Menbers?

MR. MURPHY: Sure. Maybe I'Il send it to M. Kane and he can
share it with the Comm ttee Menbers.

CHAI RVAN KURK: Thank you.

SEN. PRESI DENT MORSE: And while you're doing that, on Page
2, it's actually on Page 8 in this docunent, but you gave
anot her docunent yesterday, | had highlighted it on that.
There's the $20 million in GAAP adjustnents, 20.5.

MR. MJRPHY: Yeah.

SEN. PRESI DENT MORSE: Can we get what's specifically in
t hose GAAP adj ust nent s?

MR. MJURPHY: Sure, sure. | can talk alittle bit about the
bi ggest ones if you |ike, Senator Mbrse.

SEN. PRESI DENT MORSE: You can tal k now or give us a copy of

it?
MR. MJURPHY: What ever you prefer

SEN. PRESI DENT MORSE: Up to the Chair.

CHAI RVAN KURK: Wy don't you -- yeah, just tal k about the
bi g one.

MR. MJRPHY: Ckay. Well, the biggest -- the biggest GAAP
adjustment was the Medicaid liability adjustnent. That nunber
was actually greater than this. It was $26.9 mllion of a GAAP
hit for the Medicaid Program
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Littl e background on that adjustnent. The overall -- so,
when we book the Medicaid liability, we bring on the overal
liability, the total of all funds, what is owed through the
Medi cai d Program at year end. And once we have that nunber, then
we parse out each funding source as to who's on the hook for
their portion of the total liability. '14 conpared to '15 the
total Medicaid liability only increased by, I want to say,
$5 million tops. | think it was the total liability |last year
was about 199 mllion, where this year that nunber was | think
approaching 204 mllion. So that side of the liability didn't
i ncrease drastically, obviously.

Then we parse out our County share and our Federal share,
and then what's left is the State share. And, again,
conparatively with Fiscal 14 the State share of that liability
was not substantially greater this year over |ast year. This
year | think it was about $80 million in total versus |ast year
| think it was 77. So there's a bit of an increase, but it's
not -- it's not huge. Were the GAAP hit cones in is that once
we know that State share, we then adjust the hit to the General
Fund surplus by factoring in any bal ance forwards that can be
used to offset the hit to the surplus. So while the State share

nunber is what it is, if there is funding still available to
cover Medicaid charges, then that's used. It's not a hit to
surplus. W have the noney already. So the real -- the driver of

this $26.9 mllion increase is the fact that in the prior year
we had $34 million of balance forward to offset the State share.
This year that nunber was down to 11. So | think it's really the
whol e story al nost of tal king about what's the -- what's

the -- what's the driver behind the GAAP adj ust nents.

CHAI RVAN KURK: Furt her questions.

SEN. PRESI DENT MORSE: We can debate all that another day. |
nmean, that's how the Executive Branch chose to end the year
before, quite honestly. Wt took a three-nonth holiday or
two- nont h hol i day on maki ng those paynents. So we didn't have
any expenses that year, did we?
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MR. MJURPHY: | think there were sone expenses that year. |
think are you referring to the |ag?

SEN. PRESI DENT MORSE: The lag in the end of that year -- of
the year before was two or three nonths.

MR. MURPHY: Which is still in place for this year as well.

SEN. PRESI DENT MORSE: So, here's my -- this will help.
Because if | could get sone |leeway to just explain to this
Comm ttee where | think because it's going to affect everything
el se that cones before Finance.

CHAI RVAN KURK: Sur e.

SEN. PRESI DENT MORSE: The -- is there anything that's being
carried over from'15 into '16 that will affect the financial s?

MR. MJRPHY: For ' 167

SEN. PRESI DENT MORSE: | nean, legally, can you carry over
any nore of this Medicaid expense from'15 into '16? Is there
anyt hi ng outstanding that will show up on a Dash Board a nonth
from now?

MR. MJRPHY: Hum -- | don't believe so. I'mnot certain what
woul d show up on the Dash Board to be honest with you, but |
think this is it for '15. W -- this is the end of the road for
"15. W know where it is now. We know where this is. So | don't
believe there will be anything residual comng over to '16. HHS
woul d probably be nore informed about that matter, but in ny
mnd it's Fiscal 15 is done.

SEN. PRESI DENT MORSE: Ckay. And what we know from Fiscal 15
now is we are short a mllion four in the Rainy Day Fund. Going
forward, which I continue to ask for and I'Il ask you for right
now, because you can deliver the nmessage, we went through the
first six nonths of this year, 2016. W are going on the eighth
mont h shortly. Okay. | know you understand this and | know

you' ve been busy, but we have not received fromthe Governor's
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Ofice what the | apses are estimated in '16 because of the C R
and we want that to include the pay raises we put in, because we
don't know if we have any extra noney. And we certainly, now
that we finally have the CAFR, we know we are short a mllion
somet hi ng, and we want to know where we are in this year. So if
we could get those | apses delivered to us. | knowit's not your
job, but you can take the nessage back. So we want the | apse
estimate for '16.

And let nme point out to the Commttee why | keep asking for
these things. Because | renenber devel oping a budget and if you
go to pages —Senator D All esandro | oves these pages in this
CAFR with the | awsuits —we devel oped a budget where we knew
there were | apses in Education, and Senator Stiles brought them
and the Executive Branch didn't acknow edge them And we
couldn't build the budget properly so we end up with these big
| apses, which I'"m sure you're going to point out because you're
gi ving us those docunents. W woul dn't have the Dover | awsuit
today if we didn'"t -- if we had put the noney in the right
bucket which was basically elimnating the cap in the budget.

The other one is in the disabled community. You're going to
deliver nme | apses and you're going to show big nunbers there.
The community certainly is putting out their information as to
why there's |apses there. We, in Finance, |ooked at a nunber of
13 mllion because the Conm ssioner brought it to ne. And we

| ooked -- we devel oped -- goi ng above the House's position. W
were told we had to go 26 mllion and you're going to cone to ne
with a big lapse. | don't know what it is anynore. | don't

know if it's 20 mllion in the Iine for the disabled community.
We coul d have certainly taken the budget and reduced it to 13
mllion and solved the heroin crisis because we got all these
bills that want noney right now.

So | need to know by | ooking at your |apses if these are
truly, if it was done right in the budget, we are going to need
your help here, CGerard. Actually, we are going to need the
Comm ssioner's help in order to get there to figure out if the
di sabl ed community lines are right, because we certainly know we

have requests. And then we need to know where the C R is going
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with [ apses after we paid for the pay increase that we all
agreed to. W can't do anything with any of the bills we have
right now until we understand that. Because when you go to the
flip side and you |l ook to the 37 million that everybody's

tal king about in revenue, | nean, let's be honest. W don't even
know i f that revenue is because we gave people a break on
putting in their tax bills and there's $5 mllion in that 37
mllion that | believe is because people got tax breaks, and we
haven't subtracted it out yet.

On top of that, we got all these lawsuits we still have to
deal with. I'mconcerned. I'mvery concerned that we don't know
the true picture where we stand right now and we need these
nunbers as soon as possible. W are going on the eighth nonth
right now, and we still haven't got the results of the CR And
I continue to ask and | asked the CGovernor's Ofice directly the
other day. So it's not like they don't know we want them

CHAI RMAN KURK: Thank you, Senator. | think the nessage is
clear. Mwving on with the CAFR

MR. MJRPHY: There was one other situation that | wanted to
make the Conmttee aware of. If you will please turnto -- let's
see -- Page 29. As Marie nentioned, this year was the first year
that the State inplemented GASB 68, which is a new way of
accounting for the State's pension liabilities. And in ny m nd,
Page 29 is the best indicator of the inpact that that
i npl eentati on has had on the State's financial statenents.

If you'll notice the line -- the second to |last line, the
unrestricted net position deficit. You' Il notice that that is a
substantial negative nunmber. And this -- this unrestricted net

position, the deficit in the unrestricted net position is due to
the fact that the State has liabilities for which there are not
sufficient unrestricted net assets to cover. And so it's, you
know, it's a big nunber, and | certainly wanted to nake the
Commttee aware of the inpact of GASB 68.

We have had a deficit in net position since 2009. That's

when the State's OPEB liability created a negative net position.
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And now this pension liability has served to put us

further -- further down the road of the deficit position.
Before -- just to give you a little background -- before the

i npl ementation of GASB 68 this year, the State did not have
anything recorded. There were no liabilities recorded on the
face of the financial statenments for its pension liability. It
was al ways disclosed in the notes; but because the State had a
pl an, even though we weren't fully funded, we had a plan to
fully fund the Retirenment System and this unfunded portion was
built into the rates. So we were nmaking our actuarially required
contributions and so there was no requirenment for a liability.

Under GASB 68, we noved away fromthat funded status. We're
now -- we're now basically recording the whole liability or at
| east our portion of the retirement systenmis liability and the
entirety of the Judicial Retirement Plan’s liability. So a
little different, wanted to point it out. There's a |lot nore
informati on on GASB 68 and OPEB for that matter in Note 11,
which is on Page 68 of the docunent. Feel free to take a read of
that. And if you have questions, |let nme know, but --

SEN. SANBORN: M. Chair.

CHAI RMAN KURK: There are many questions at the nonent.
Senat or Sanborn and Representative Qoer.

SEN. SANBORN: Thank you, M. Chair. GCerard, thank you. At
this point have all states in America enbraced and are
recogni zi ng GASB 68 consi stently across the lines or were we the
| ast one in or where are we and how we recogni zed conpared to
ot her states are recognizing this point?

MR. MJRPHY: It's really it's consistent. The
i npl ementation has to occur for all Fiscal Years beginning
after --

MS. ZI MVERMAN: The June 30'" year end for the first one.
Now the rest of the states are all inplenenting dependi ng on
where they were.
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MR. MJRPHY: |f there are other states that have June 30th
Fi scal Year end as we do they have inplenmented. For the states
that have a 3/31 Fiscal Year end or sone other date after that,
then they're in the process of inplenenting. But we are all sort
of doing it at the sanme tine.

SEN. SANBORN: Thank you.

CHAI RMAN KURK: Representative Qber.

REP. OBER: Thank you, M. Chairman. Gerard, when | | ook at
Page 29 and the net pension liability, is that nunber a sum of
the Judicial as well as the other plan in New Hanpshire?

MR. MJRPHY: It is.

REP. OBER: Thank you.

CHAI RMAN KURK: Question. Sorry, Senator Little.

SEN. LITTLE: Thank you very nuch. | assune the biggest
i npact of this GASB 68 change is how the bond market woul d | ook
at various entities. And since everybody is doing it, does this
have any inpact other than to make us go, hm when we | ook at
t he CAFR?

MR MJRPHY: | nean, | won't -- | certainly won't speak for
the bond market; but | think because we are sort of all in the
same boat, there's a bit of that. I know that, you know, sone

states are worse off than others. But, you know, just having it
on the face of the statenents |I don't think will adversely
affect us. The fact that we conply with the standard that's in
our favor. But | think we are all in the same boat to a | arge
extent. And | also think that the deficit net position as a
result of OPEB and net pension liability, | don't think that's
exceedingly rare either. | think it exists in other states as
wel | .

CHAI RMAN KURK: Senator D Al |l esandro.
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SEN. D ALLESANDRO Thank you, M. Chair. Gerard, in terns

of the |legal questions, how do we cover -- how do we cover
those? Are they covered, you know, the fact we may have a
liability, are they covered in the total liabilities nunber?

Have you taken those into consideration?

MR. MJURPHY: They are recorded in the total liabilities
nunber, that’s correct.

CHAI RVAN KURK: Question on the OPEB, the
post - enpl oynent -- other post-enploynent retirenent benefits.
That's primarily health care, retiree health care. If you take a
| ook at what this Legislature has done over the past five, six,
seven, maybe even eight years, we have engaged in a process of
shifting those costs to enployees. |Is that taken into

consi deration in this nunber of 700 -- no,
sorry -- $961 nmillion? And should in the future, and we have
done it in our current budget those -- the shift continues, wll

that result in a decrease in this nunber offset, obviously, by
t he nunber of retirees and so forth?

MR. MJRPHY: | know it's certainly factored into what the
actuaries have to work with. On its own, |'mnot certain if it
woul d necessarily decrease what the -- what the state is -- what
the liability is at the end of the day. But you know what, to be
sure, let me do a little research and get you an answer on that.

CHAI RMAN KURK: So this number doesn't cone from KPM3?

MR MJRPHY: This nunber cones fromthe State's actuari es.

CHAI RVAN KURK: Ckay.

MR. MURPHY: And this nunber represents -- the current way
that OPEB is recorded on the financial statenments is this nunber
represents the difference between what we are actuarially
required to fully fund the OPEB plan and what we actually fund
which is just pay as you go. So the total liability is actually
greater than this, but this represents just the difference
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t he program and what we actually do spend.

CHAI RMAN KURK: The second question deals with the net
pension liability of 772 mllion. Wen Pew did their work on
this, they used a very |ow discount rate to determ ne present
value of future liabilities. They used, | think, 3% because that
was the Treasury bond rate or sonething like that. Do we know if
this reflects the assunmed rate of return at seven and
three-quarters percent or sone other nmarket rate?

MR MJRPHY: It's the assuned rate of return, because this
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is handl ed by the actuaries. But | do know that there are those

dual rates where if the plan reaches a certain threshold where
it's not anticipated to set aside enough funding to fund it, to

fund the total liability, then the lower -- the discount rate is
used. However, in their actuarial analysis, an insurance actuary

did not reach that point. So the assunmed rate of return is the
di scount rate used for this nunber.

CHAI RVAN KURK: So on the basis of that, should in the
future the Board of Trustees or the Legislature | ower the
assuned rate of return fromseven and three-quarters to 7% for
exanpl e, this nunber would go up significantly?

MR MJRPHY: | believe so.

CHAI RMAN KURK: I n addition to the fact it would al so cause
all enployers, state, county, et cetera, to pay nore noney
because the rate of return is lower. This nunber woul d go up,
too; and, conversely, should we be nore optimstic than we have
been about the rate of return and put it up to the 8%
hi stori cal average over 50 years, we might very well see this
nunber go down significantly and | ocal paynents decrease. Do |
understand this correctly, Gerard?

MR. MJURPHY: | believe that sounds |ike a reasonabl e
assunption
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CHAI RMAN KURK: Thank you. Further questions on this?
Pl ease conti nue.

MR. MURPHY: Well, | think that's really -- those are the
highlights that | wanted to hit.

CHAI RMAN KURK: Three pages out of 145?

MR. MJRPHY: | had a hunch as to what you m ght be
interested in. Please ask any questions if you have any others
on any ot her pages.

CHAI RVAN KURK: For those of us who have only received this
el ectronically and are challenged to read el ectronic docunents
on a small screen, this is the first tine we have seen the
docunent .

MR. MURPHY: Ckay. Fair enough. Well, you know where to find

CHAI RVAN KURK: Yes, we do.

REP. OBER: We do i ndeed.

MR. MURPHY: Actually, what | would nention though, just
for some of the higher-level discussion, there is a transmttal
letter that Departnment of Adm nistrative Services submtted with
this docunent. It's on Pages 4 through 13 and it's sort of the,
you know, it's a good summary of sone of the pressing issues
financially facing the State at this tine.

CHAI RVAN KURK: Who wrote that?

MR, MJRPHY: | had a hand in that. The Comm ssi oner -- the
Comm ssioner did the bul k of that.

CHAI RVAN KURK: Thank you.

MR. MJRPHY: | also wanted to nention the Managenent

di scussion and anal ysis, Pages 19 to 26. It's nore financi al
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nunbers focused; but, again, it's a good high-Ievel snapshot of
t he docunents.

CHAI RMAN KURK: Thank you. Just a comment for anyone who
m ght be listening and for Menbers. The information in here is
exceptionally conplete, thorough, and relevant. It's very dense
and you have to be very patient to use it. But if you know what
you're looking for, if you know what you want to learn, it's in
here. And it's a very -— this and the statenents that are issued
when we have bond issues are a very conplete descriptions of the
finances and activities of that nature of the State. So | think
that's why this is such a val uabl e docunent for all of us.
Furt her questions? Thank you for your presentation.

V5. ZI MMERVAN. Thank you.

CHAIl RVAN KURK: M. Kane, we’ve already approved this and
accepted and rel eased publication so we need take no further
action; is that correct?

M CHAEL KANE, Legislative Budget Assistant, Ofice of
Legi sl ati ve Budget Assistant: That's correct.

CHAI RMAN KURK: Thank you agai n.

V5. ZI MMERVAN. Thank you.

MR. MJURPHY: Thank you.

CHAI RVAN KURK: We now turn to our next audit, the Turnpike
System Good afternoon, M. Smth.

MR. SMTH: Yes, it is afternoon now, isn't it? The next
audit is the annual financial report for the Turnpi ke Systemfor
Fi scal Year 2015. And, again, just to repeat that this was
perfornmed by KPMG The Partner representing the firmis Jayne
Silva, the Partner on the engagenent, and the Manager, Karen

Farrell, and | believe representing Turnpi ke Systemw || be
Marie Mull en and Len Russell. So with that, I'll turn it over to
Jayne.
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JAYME SILVA, Partner, KPM5 LLC. Thank you. | was going to

say good norning but actually good afternoon to the Menbers. So
| amJayne Silva for the record. |'mthe Engagenent Partner on
t he New Hanpshire Turnpi ke System To ny right is Karen Farrell.
She's a Seni or Manager al so on the Turnpi ke System You know

Marie Mull en and Len Russell, too, are with us representing the
Tur npi ke.
So we -- ultimately, we conpleted the audit of the

financial statenents for the Turnpi ke Systemfor the year ended
June 30'", 2015. That report was dated January 13'" 2016. There
was a slight delay because of the GASB 68 and we were close to
the CAFR W issued before the CAFR. But the sane thing, the
CAFR was del ayed as we were del ayed due to the inplenentation of

t he pensi on standard. The pension standard has, and |'"mgoing to

steal Karen's thunder a little bit here, but the pension
standard al so has a downstream i npact al so on the Turnpike. So
what Gerard said and Marie Zimrerman said, it also applies to

t he Turnpi ke System statenents. They have their own obligation
that's part of the CAFR that gets booked into the Turnpike
System So our audit, and I'"'mgoing to hit just the Executive
Summary. There's a few letters I'mgoing to hit, but I'm not
going to hit in detail for the highlights.

Qur audit was perforned in accordance with the applicable
prof essi onal standards and there's two really sets of standards
that govern the audit. One is Cenerally Accepted Accounting
St andar ds and Governnent Auditing Standards. Those standards
apply also to the CAFR, also applies to the Turnpike. So the
Turnpi ke's financial statenents which is less, | think,
vol um nous than the CAFR per se, we actually issued an
unnodi fi ed opi nion, used to be an unqualified, but like to cal
it a clean opinion. But nmuch nore straightforward if we just
called it a clean opinion instead of an unnodified. So that's
the gold standard opinion that you can get from a standpoi nt
froman audit opinion. C ean.

You know, fromthe standpoint that there's the statenents,

but there's also three other letters that we also issue in
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accordance with the Turnpike. One is the Internal Control of

Fi nanci al Reporting -- I'msorry -- Internal Control of

Fi nanci al Reporting report that we issue that Karen will go
through in a few nonents. W al so i ssue a Debt Conpliance
Letter. That al so, hopefully, is included in the package.

That's Debt Conpliance for the Turnpike itself. W also issue
the required communication. That's just a letter in accordance
with SAS 114 that's also included in the packet. So there's four
reports or letters that are included in today's presentation.

From t he standpoi nt of Managenent cooperation, we received
full cooperation fromthe Managenent of the Turnpi ke. W had no
di sagreenents related to accounting, reporting, and discl osure
matters related to the Turnpi ke itself. You know, fromthat
st andpoi nt .

Al so, the other highlight for required comrunications is we
did not have any uncorrected or corrected m sstatenents. A
corrected m sstatenent would be is we found sonet hing and
Tur npi ke, you know, determ ned that based on an error or
m sst at enent they booked. W didn't have any of those or
uncorrected. Also, if we found sonething that Managenent did
not want to book that woul d be considered uncorrected. So we
have none for both, you know, for '15.

You know, fromthe standpoint -- I'mgoing to hand it over
to Karen just in one second -- is we thought it would be nore
poi ntable in front of this Commttee is to go over the
significant highlights related to the Turnpi ke that inpacts them
in 2015 for the year ended, and there's really three itens that
Karen is going to tal k about.

One, there's an internal control deficiency related to
system access that we determned to be a significant deficiency.

That will be one itemthat she covers. And then the two other
items that she'll cover briefly that are inside the Turnpike
System statenents is one is the adoption —we’ll be brief on

this —of GASB 68 for the Turnpi ke, but also there was an
i npai rment of assets that were al so booked, about 27.7 mllion.

That’s al so reflected in Turnpi ke statenents that we thought
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were significant enough to tell you about today. Just ny brief
comrents. So Karen.

KAREN FARRELL, Manager, KPMG LLC. GCkay. Thank you
Actually, it's docunented in our required communication letter
on the second page. But there was -- Jayne said there was two
items we’d just like to point out a little bit further, and one
being the inplenentation of GASB 68 and the effect on the
Tur npi ke.

So as the Turnpike is part of the New Hanpshire Retirenent
System it actually received their allocation of the liability
based on the contribution percentage that the Turnpi ke made
conpared to the State as a whole. And the adjustnent that
resulted fromthat was approxinmately $10 nillion to their
opening net position. And in the current year they recorded
approxi matel y $600, 000 of pension expense. And so we perfornmed
our audit procedures over those amobunts and the contribution
percent ages and had the KPMG actuaries | ook at the actuari al
assunptions that were used to determne what the liability was.
And, also, just to nention, too, as Gerard had that in the prior
year this pension activity was all disclosure and so this is the
first year now that you see the liability on the financi al
st at enent s.

CHAI RMVAN KURK: But the fact that it's disclosed i nposes no
obligation to the State on the -- excuse nme -- on the Departnent
to do anything; that is, they don't have to spend nore noney.

M5. FARRELL: | nmean, now the -- | guess the liability was
al ways there but not recorded in the financial statenents.

CHAI RVAN KURK: But the fact it's recorded in the financial
statenents does not inpose an obligation on the State or the
Departnment to do anything. It's sinply a disclosure requirenent
under 68; is that correct?

MR. SILVA: Well, no. At sone point -- at sonme point
there's paynents that will benefit a paynent stream and it's

not all today. But over the life of the plan there will be
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paynents bei ng nmade. \Wether it's appropriate or not is not, you
know, fromthe standpoint fromthe accounting literature says it
gets reported in the statenents so it's a liability, the
liability position that, you know, that would be a suspected or
there's a liability due to an individual or a retiree in sone
future year, whether it's this year or 20 years down the road.

CHAI RMAN KURK: Understood. But ny point is the fact that
we are taking the obligation froma note and putting it on the
statenent, does not inpose any additional paynment or other
obligation on the Departnent?

MR. SILVA: Correct.

CHAI RMAN KURK: This is infornational.

MR. SILVA: That's correct.

CHAI RVAN KURK: W don't have to adjust our budget, in other
words, to account for another |arge expenditure.

M5. FARRELL: That's right. Ckay. The other item which was a
significant transaction that occurred in the Turnpi ke Systemis
that the Turnpi ke Managenent through their review of inpaired
assets has determ ned that two projects, the northern and
sout hern sections of the Nashua-Hudson G rcunferential Project
was permanently inpaired. As Jayne nentioned, the cunulative
effect of this was approximately 27.7 mllion, which was a
one-time charge to operating expenses and a reduction in the
non-current assets. And those dollars really represent the | and
and infrastructure breakdowns and the capitalized interest
wite-off.

You know, we audited those anpunts, anong others, | ooking
at the fair values that they use to determ ne | and because the
standards require that the |land be recorded fair market val ue.
And then, al so, Managenent assunptions and we determ ned that
the inpairnment was appropriate.

SEN. SANBORN: M . Chairman
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M5. FARRELL: If there are sonme questions on that.

CHAI RMVAN KURK: Senat or Sanborn has a questi on.

SEN. SANBORN: If |'m understandi ng you correctly, | guess |
don't know when we put it on the books and how nuch we put it on
t he books for at fair market value. So | guess 1'd |like sone
sort of understandi ng because | don't think many of us in this
room are seeing the value of land fall dramatically in the State
of New Hanpshire. So what would precipitate a significant
br eakdown?

MR, SILVA: So out of the 27.7 mllion, a portion of that is
the infrastructure, prelimnary engineering, so correct,
Senator, it's not the |land. But the standards require and
Managenent did take a look at this, is you have to report it for
GAAP purposes. It's at the lower of cost or fair market val ue.

SEN. SANBCRN: Correct.

MR. SILVA: Alot of the land was actually, | believe, was
probably 20 plus years ago. Sonme of it is even nore than that.
So the land, you know, all the land wasn't inpaired. |If you
think of the north and the south, right, the G rcunferenti al
nost of the north had sone inpairnents, and you have to do a
plot by plot. So pretty detailed. So you just don't take the
full land value. You take it as the Turnpi ke acquired each
pi ece of property which would add | and or a building purpose. |
don't know how many there were. There were probably nore than 30
to 40 that each had to go in and take a | ook at. Some of those
didn't get -- like a lot of nostly in the south they did not get
witten dowmn. Because the fair value was a lot -- is a lot nore
t han what the cost is. But on the north side of the
Crcunferential, there were sone projects that were witten
down, but | don't have the nunbers in front of me. But out of
the 27.7 was it maybe 8 mllion or so? | don't know the nunbers
off the top of ny head for |and and buildings witten down.

But, primarily, it was nostly the prelimnary engi neering had
been recorded a long time ago.
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SEN. SANBORN: So they overwrote or over recogni zed 20 sone
odd mllion dollars in engineering which your val ue of today
doesn’t exist?

LEN RUSSELL, Division of Finance, Departnent of
Transportation: It was noved fromthe capital side, which would
have been a bal ance sheet item over to the expense side so the
net effect was a reduction. It's recognizing all of that over
accumul ation of years, 20 plus years in this one year and sayi ng
that this is a project that's not goi ng anywhere and recogni zi ng
that fact and basically taking it off the books. This isn't a
finding of the auditors. This is conclusion of an issue that's
gone on for a nunber of years, and it's been finally determ ned
for FY 15 that this was, again, a project that's been on the
books, presuned to be finished and conpleted at sonme point in
2015. It was concluded that within the Managenent that these
costs woul d be recognized or witten off the books.

SEN. SANBORN: M. Chai r man.

CHAI RVAN KURK: Fol | ow up.

SEN. SANBORN: So in ny layman view point, just a very
sinpl e man, we dropped $28 nmillion that we capitalized in a
potential project that we are never going to do so today we
decided to wite it off.

MARI E MULLEN, Director, Division of Finance, Departnent of
Transportation: That's correct.

MR SILVA: Correct.

CHAI RVAN KURK: Thank you. That was hel pful.

MR. RUSSELL: Hopefully, | assisted.

CHAI RMAN KURK: Pl ease conti nue.
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M5. FARRELL: If there aren't any nore questions on those
two issues, then I'"'mgoing to nove to another report. Is that
okay?

CHAI RVAN KURK: Sur e.

M5. FARRELL: Okay. So the other thing I'd like to nmention
is called the Independent Auditors' Report on Internal Control
Over Financial Reporting and on Conpliance. And we have one
itemthat we noted in this letter where we don't give our
opinion on the internal controls of the Turnpike, but we do
report any deficiencies that we identified, whether they are
mat eri al weaknesses or significant deficiencies in interna
controls, and the material weakness being the nore severe.

So on Page 2 we docunented the finding that we identified.
Really, what it relates to is the Turnpi ke Systemdidn't have
effective controls or procedures in place to ensure that
term nated enpl oyees’ access to the system such as the EZ-Pass
or the Vector system which actually reports EZ-Pass and
custoner information was renoved tinmely. Through our audit for
two term nated enpl oyees we noted that their access wasn't
term nated for one enployee two nonths after and the other eight
nonths after they were term nated. We did note that they --

CHAl RVAN KURK: Excuse ne. \Wen you say access, do you nean
fromtheir home conputers they woul d have access to the systenf

M5. FARRELL: No, | wouldn't say that, but -- well, | guess
there's potential. | don't really know that. But | would say
nore internally. Maybe Marie can tal k about that nore.

M5. MULLEN: Yeah, nore internally. And to note both of
t hose enpl oyees had “Read Only” access. So they had no ability
to change anything in the system It was nerely “Read Only”
access. W since in our response we have, you know, we are
i npl ementing a process so that when enpl oyees are term nated, it
will be noted and they can be renoved fromthe system
i mredi ately.
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CHAI RMVAN KURK: These enpl oyees’ access coul d have been from
honme, “Read Only” but could have been from hone?

M5. MIULLEN: |'d have to check into that. [|'mnot sure
what their access was, if they had access from hone.

CHAI RMAN KURK: Cl early, they would have no access from
their former desks as it were, because they had been term nated.

MR. SANBORN:. Unl ess they showed up.

CHAI RMAN KURK: O is that the question?

M5. FARRELL: Yeah, | think that's the issue. Oher than
until the tine that they were term nated, you know, two nonths
later in one instance and eight nonths later in another, | guess
there's potential if they can get to their desk

CHAI RMVAN KURK: | al ways thought once a person was
term nated he could no | onger obtain access to his fornmer desk
and, therefore, could not use his access fromhis desk to the
system Hence, the question, could he do it at honme. But, in any
event, this problemis solved for the future.

MB5. MJULLEN: That is correct.

CHAl RVAN KURK: And for these enpl oyees, also, so they no
| onger have access.

M5. FARRELL: Correct.

MR. S| LVA: Correct.
MS5. MJULLEN: Correct.

CHAI RVAN KURK: Fr om anywher e.

M5. MJULLEN: Correct.

CHAI RVAN KURK: Thank you.
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M5. FARRELL: So that was the internal control significant
deficiency that we identified. And if there aren't any other
comrents, |I'Il turn it over to Marie Miullen and Len Russell to
go through their Annual Report in detail.

CHAI RMAN KURK: W Il you fol ks be tal king at some point
about the surplus, how nmuch there is, how it conpares with past
years, et cetera, the H ghway Fund Surplus or not at all? This
is Transportation.

M5. MULLEN: This is Turnpike System This is Turnpike
System |If you have questions on H ghway Fund, we can answer
that information

CHAI RVAN KURK: | was -- sonme of us |look at them as cl osely
rel at ed.

M5. MILLEN: Yes.
REP. EATON: They are.

CHAI RVAN KURK: Ckay. Never m nd.

M5. FARRELL: Sorry.

M5. MULLEN: Thank you. Thank you, M. Chairman, and Menbers
of the Conmttee. First, | will also give ny thank-yous. W'd
like to thank Jaynme and Karen and the KPMG audit teamfor their
professional and well-run audit. | would also like to thank the
DOT staff, Len Russell, Danielle Chandonnet, Lauren Stroner, the
Turnpi ke's Business Ofice, and al so the Conptroller's Ofice
and Treasury for their assistance during this audit and al
their support during this process.

Just a few highlights of the Turnpi ke System The Turnpi ke
System made its final paynment to the H ghway Fund in July of
this past year, of 2015, of $418,000 for the purchase of the
| -95 Bridge and road segnent.

CHAI RVAN KURK: Are you interested in buying any others?
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M5. MULLEN.  No.

MR, RUSSELL: That was just for one | ane.

REP. EATON: You weren't interested in buying that one, to
be honest.

M5. MULLEN: And paynents were conpl eted over a six-year
time period for that. The redevel opnment of the north and
sout hbound Wel come Centers were conpleted during '15 and they
were opened in March and April of 2015. Sal es and fuel
concessi ons have been strong in the first half of Fiscal Year
2016 and that endeavor continues to go well for the State. The
Turnpi ke al so i ssued bonds at the end of Fiscal Year 2015 in
June with cash proceeds of about $50 million. Those proceeds
were to continue progression of the Rochester-Dover inprovenents
and conpletion of the Little Bay Bridge, anong other various
projects in the Turnpi ke Capital Program

If you have any questions, we'd be happy to answer them on
t he Turnpi ke audit or any questions.

CHAI RVAN KURK: Questions from Menbers? There bei ng none,
t hank you.

M5. MULLEN: Ckay.

CHAI RMAN KURK: Does that conplete your presentation?

M5. FARRELL: It does.

MR SILVA: Yes.

CHAI RMAN KURK: Representative Wyler is recognized for a
not i on.

** REP. WEYLER: Thank you, M. Chairman. | nove we accept the
report, place it on file, and release in the usual manner.

REP. OBER: Second.
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CHAI RMAN KURK: Di scussion? There being none, are you ready
for the question? Al those in favor, please indicate by saying
aye? Opposed? The ayes have it and the report is so approved.
Thank you

***  {MOTI ON ADOPTED}

CHAI RMVAN KURK: Appreciate it. Qur last audit is the Lottery
Comm ssi on's Conprehensi ve Annual -- CAFR -- Conprehensive
Annual Financial Report for the Fiscal Year ended June 30, 2015.

SEN. SANBORN: Apol ogi ze. This is all informational

CHAI RVAN KURK: Before you begin, a question of M. Kane. Do
we need to act today on this? W can hear this and act next
time?

MR. KANE: | believe you already voted to rel ease this.

CHAI RVAN KURK: On?

MR. KANE: On the Lottery audit.

CHAI RVAN KURK: We did. Ckay.

REP. OBER: So you hear next tinmne.

CHAI RVAN KURK: | think we need to hear it today. W may
| ose a quorum and we don't have to act, it won't be a problem

SEN. SANBORN: My apol ogi es.

CHAI RMAN KURK: | understand that. Wuld you like us to
post pone hearing this till next tinme or would you like --

SEN. SANBORN: Wbul d love to hear it, M. Chair, but at your
di scretion.
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CHAI RMAN KURK: |s there any thoughts on this? It's
schedul ed today. These fol ks are here.

REP. WEYLER: Let's hear it.

SEN. SANBORN: Ckay.

CHAI RMAN KURK: Thank you. If you have to | eave, that's

fine.

SEN. LI TTLE: Fourteen m nutes.

CHAl RVAN KURK: Pl ease continue. O, again, M. Smth, good
to see you again.

MR. SM TH: And, again, the audit of the Lottery Conm ssion,
t hei r Conprehensi ve Annual Fi nancial Report was conducted by our
office this year. And the Manager fromour office on the job is
JimLariviere. And | believe Charlie MIntyre and Cynthia
Barrett, the CFO fromthe Comm ssion, will be joining us as
well. So I'll turn it over to Jimto present the audit.

JAME LARI VI ERE, Senior Audit Mnager, Audit Division,
Ofice of Legislative Budget Assistant: Thank you very nuch.
Good afternoon, M. Chairman, and Menbers of the Conmittee.
Again, for the record, ny name is Jim Lariviere. W are here
today to present the results of our audit of the financial
statenents contained in the Lottery Conm ssion's Conprehensive
Annual Financial Report or CAFR for the Fiscal Year ended
June 30'", 2015.

The CAFR, including the financial statenents, is the
responsibility of the Lottery Comm ssion's Managenent. Qur audit
wor k does not relieve Managenent of that responsibility. As the
Lottery's independent auditors, our responsibility is to conduct
the audit in accordance with professional standards to obtain
reasonabl e but not absol ute assurance that the financi al
statenents are free of material m sstatenents, whether caused by
error or fraud.
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Qur Auditor's Report and Opinion can be found on Pages 15
t hrough 17 of the report, and it's described in the Opinion
par agr aph on Page 16.

W i ssued an unnodified opinion on the Lottery Comm ssion's
basic financial statenents, which also includes the notes to the
financi al statenents. An unnodified opinion, as nentioned
earlier, is a clean opinion and basically reports that in the
Auditor's opinion the financial statenents are fairly stated in
all material respects in accordance with Generally Accepted
Accounting Principles.

The information in the introductory and statisti cal
sections of the CAFR was not audited, and the required
suppl ementary information in the financial section of the report
consi sting of the Managenent discussion and anal ysis and the
schedul es on Page 48 was subject to |limted auditing procedures.

As a result, we express no opinion on any information other
than the basic financial statenents. However, there were no
matters that came to our attention in our reading and
consi deration of that other information that caused us to
believe that that informati on was i nconsistent with the basic
fi nanci al statenents.

Regar di ng accounting practices, the Lottery's significant
accounting policies are described in Note 1 of the financial
statenents and are generally consistent with the prior year. The
Lottery did inplenment accounting standards -- Governnent al
Accounting Standards Board Statenment No. 68 and anended by
statenent No. 71, relative to accounting for and reporting
pensions, as which was described in the presentation earlier.

Al so, auditing standards required we nmake the follow ng
addi tional disclosures to you simlar to what we heard earlier
in KPMG presentation

W were satisfied with the qualitative aspect of Lottery's
accounting practices, including its accounting policies
summarized in Note 1 of the report. We had no di sagreenents with

Managenent on financial reporting and accounting matters that
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woul d have caused nodification to our Auditor's Report and
pinion if they had not been satisfactorily resolved. W
received the full cooperation of Lottery's Managenent and staff
t hroughout the audit. And to our -- to our know edge, Lottery
Managenent did not consult with other independent auditors or
accountants on issues related to the audit. And as a final
inmportant item no material adjustnents to the accounting
records were proposed.

Inserted in the back cover of the report were two separate
letters. The single-page letter addressed to this Committee
contains a summary of a significant but an i mmaterial unadjusted
m sstatenent in the Lottery's Fiscal Year 2015 Fi nanci al
Statenents. The adjustnent related to a prior year's proposed
and unnade adj ust nents.

The second nulti-page letter presents the results of
certain agreed upon procedures we perfornmed on the Lottery's
operation of the Lucky For Life Gane. Al states offering the
Lucky For Life Gane are required as a condition of participation
in the gane to have simlar agreed upon procedures perfornmed
with the results reported to the other participating state
lotteries.

Finally, in accordance with Governnent Auditing Standards,
we were also issued a report on the Lottery's Internal Contro
Over Financial Reporting and Conpliance in Gther Matters, a
byproduct of our audit of the Lottery's Comm ssion Financi al
Statenents. That report will be included in a Managenent Letter
which will be presented to this Commttee at a future neeting.

That concludes ny presentation. 1'd like to thank
Executive Director Charlie MIntyre and the Lottery staff for
their assistance during the audit. And with your perm ssion, M.
Chairman, 1'd like to turn the presentation over to Director
Mclntyre who can provi de Managenent's perspective on the report.

CHAI RMAN KURK: Thank you. Good afternoon, M. Mlintyre.
Good to see you again.
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CHARLES MCI NTYRE, Executive Director, Lottery Conm ssion
Good afternoon, M. Chairman. Good to see you as well, Menbers
of the Fiscal Conmttee.

First, 1'd like to offer the thanks to the Legislative
Budget Assistant Audit Team W spend a significant anount of
time with them and we never have major disagreenments. W,
obvi ously, go back and forth on matters, but they are
prof essi onal and you shoul d recogni ze that.

Second, | want to thank both Jay Pedone and Kassie Strong.
Jay Pedone was the senior accountant in our office who was
responsi ble for the production of this docunent and Kassie
Strong was our predecessor Chief Financial Oficer, both of whom
now are in private sector having left State service. And |I want
to introduce to the Menbers of the Conmittee our new Chief
Financial O ficer who's our third one in three years, Cynthia
Baron, who's been on the job now for four nonths.

CHAI RVAN KURK: Wl cone.

CYNTHI A BARON, Chief Financial Oficer, Lottery Comn ssion:
Thanks.

MR. MCINTYRE: Finally, | want to thank the Fiscal Commttee
for early adoption of this Conprehensive Annual Financial Report
so that we were able to submt this for Governnent Financia
O ficers Accounting approval by the deadline, which was
Decenmber 31°'. So we were able to do that and we seek GFOA

certification in this CAFR, and we expect to receive it. It's
now our 15'" year in a row for that certification. So that being
said, I wish to thank the LBA again and offer any questions if

you have any. W had a good year |ast year and certainly | ook
forward to a better one this year.

CHAI RMAN KURK: Just one question and |'ve just | ooked
through this the first tine, really. On Page 67, why is it that
Massachusetts is paying out 72% and we are paying out 62% D d
we | ose business? Does this relationship maximze revenue to the

New Hanpshire Lottery?
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MR. MCI NTYRE: You've asked that 2-m nute, 2-day, or 2-week
guesti on.

CHAI RVAN KURK:  Two- mi nut e.

MR. MCINTYRE: Two-mnute. O course, sir. | can tell you
that over the last five years that nunber for New Hanpshire has
mgrated north to maxi m ze revenues to the State; and it is
| ooked at nore than daily by nme, as well as those responsible
for that nunber, to maxim ze revenues for the State. | believe
Mass. is at the onega of the nunber, and they got there slowy
over tinme as will we. Sone states rush to that nunber, nmaxim ze
payout for quick gain while mssing profit along the way.

CHAI RVAN KURK: So - -

MR. MCINTYRE: If that answers the question.

CHAI RVAN KURK: You think that this relationship maxim zes
our profits?

MR. MCI NTYRE: Yes, sir.

CHAI RMAN KURK: That is to say, if you were to go from62 to
72% while you would increase sales, the revenues woul d decli ne.

MR. MCINTYRE: | think we spend a lot of tinme at the top of
the ledger just for a little bit of gromh at the bottom of the
| edger quickly with a hangover thereafter.

CHAI RMAN KURK: This is the Lottery, not the Liquor
Conmi ssi on.

MR. MCINTYRE: Yes, sir. W spend a |ot of tinme together so
I pick up their |anguage.

CHAI RMAN KURK: Thank you. Questions from Menbers. There
bei ng none, thank you very nuch.

MR. MCINTYRE: Thank you, M. Chairman.
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CHAI RMAN KURK: |s there anything else, M. Smth?

MR SMTH: No, that's it.

CHAI RMAN KURK: Thank you all. Since this Commttee has
al ready approved this, no further action is necessary.

Qur next meeting will be on Friday, February 12'". And the
reason for that is that a nunber of us will be el sewhere on
February 19'" which is the day before the |egislative break. And
so to ensure a reasonable quorum we will be neeting on February
12'" . Is there any other business to come before us, M. Kane?

MR. KANE: No nore busi ness.

CHAI RMAN KURK: I n that case, we stand adjourned. Thank you

al | .

(The neeting adjourned at 12:41 p.m)
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