JO NT FI SCAL COW TTEE

Legislative O fice Building, Roonms 210-211
Concord, NH

Friday, January 23, 2015

MEMBERS PRESENT:

Rep. Neal Kurk, Chair

Rep. Lynne Qber

Rep. Kenneth Weyler, Cerk
Rep. Mary Jane \al | ner

Rep. Dani el Eaton

Rep. Karen Unberger (Alt.)
Rep. Richard Barry (Alt.)
Sen. Jeanie Forrester, Vice-Chair
Sen. Chuck Mbrse

Sen. Cerald Little

Sen. Andy Sanborn

Sen. Lou D All esandro

(Convened at 9:35 a.m)

(1) Oganization of Conmttee:

(2) Acceptance of Mnutes of the Novenber 10, 2014 and
Novenber 24, 2014 neeti ngs.

(3) 4 d Business:

CHAI RMAN KURK: Good norning, everyone. |'d like to cal
the neeting of the organizational neeting of the Fiscal
Committee to order, and the Chair appoints Representative Wyl er
to serve as Acting derk.

At this time we need to elect our officers and the floor is
open for a nomnation for Vice-Chair. The Chair recognizes
Senator Morse for a nom nation

* * SEN. PRESI DENT MORSE: | npbve Senator Forrester.

SEN. SANBORN: | second it.




CHAl RMAN KURK: Senator Mrse has noni nated Senator
Forrester for Vice-Chair. Are there other nom nations? There
bei ng none.

REP. WEYLER: |Is there a second?

CHAI RMAN KURK: There bei ng none, the Chair closes
nom nations, orders the clerk or instructs the clerk to cast one
vote for Senator Forrester and announces that Senator Forrester
is the duly elected Vice-Chair. Congratul ations.

Nomi nations are in order now for Commttee Clerk. The Chair
recogni zes Representative Eaton.

*x REP. EATON: | npbve Representative Weyler as clerk.

CHAI RMAN KURK: Thank you, Representative Eaton. Are there
ot her nom nations? There being none, nom nations are cl osed.
The Chair instructs the Acting Clerk to cast one vote for
Representati ve Weyl er and announces Representative Wyl er has
been duly el ected clerk.

At this point we need to appoint a Legislative Budget
Assi stant pursuant to the provisions of RSA 14:30 for a two-year
term The Chair recogni zes Representative Wyler for a notion.

** REP. WEYLER: M. Chairman, | nom nate Jeff Pattison as the
Legi sl ati ve Budget Assistant.

CHAI RMVAN KURK: Representative Wyl er noves that we appoint
Jeffry Pattison as Legislative Budget Assistant pursuant to the
provi sions of RSA 14:30 for a two-year term Is that notion
seconded?

SEN. FORRESTER: Second.

CHAI RMVAN KURK: Seconded by Senat or Forrester. Di scussion?
Ready for the vote? All those in favor of the notion please

i ndi cate by saying aye? Qpposed? The ayes have it and the
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notion is adopted. And M. Pattison has been appointed as
Legi sl ati ve Budget Assistant. Congratul ations, M. Pattison.

*** {MOTI ON ADOPTED}

SEN. LITTLE: Good | uck.

CHAI RMAN KURK: Yes, good luck, and we | ook forward to
wor ki ng productively with you for the next two years.

JEFFRY PATTI SI ON, Legislative Budget Assistant, Ofice of
Legi sl ati ve Budget Assistant: Thank you.

CHAI RVAN KURK: At this tinme, I'd like to discuss the
Comm ttee rules and procedures. Each menber has received a
packet which contains Attachnment A, which are the rules and
procedures consistent with past practice. Wuld soneone care to
make a notion that we adopt these rules and procedures as our
practice consistent with past practice?

** REP. EATON: Chairman, | nove we adopt Fiscal Committee
Rul es and Procedures distributed to the nmenbers and a copy be
attached to the mnutes as part of the official record.

CHAl RMAN KURK: |s that noti on seconded?

SEN. SANBCORN: Second.

CHAI RMAN KURK: Seconded by Senat or Sanborn. Di scussion?
There being none, are you ready for the question? All those in
favor of the notion please indicate by saying aye? Qpposed?
The ayes have it and the notion is adopted, and we have our
official rules and they will be appended to the m nutes as per
t he notion

*** {MOTI ON ADOPTED}

CHAI RMVAN KURK: | think at this tinme we are actually ready
to go forward with Consent Cal endar under item nunber (4) in our

agenda, there being no O d Business to bring up at this point.
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REP. EATON: The minutes -- approval of the mnutes.

CHAI RVAN KURK: (Ckay, yes. The mnutes. |Is there a notion
to accept the mnutes --

*x REP. EATON: So nove.

CHAI RMAN KURK: -- approve and accept the m nutes of
Novenber 10'" and Novenber 24'"? Representative Eaton so noves,
second by Senator Little. Discussion? There being none, ready
for the question? Al those in favor, please indicate by saying
aye? Opposed? The ayes have it and the m nutes are approved.

***  {MOTI ON ADOPTED}

CONSENT _CALENDAR

(4) RSA 14:30-a, VI Fiscal Commttee Approval Required
For Acceptance and Expenditure of Funds Over
$100, 000 from any Non-State Sources:

CHAI RVAN KURK: Now we go to the Consent Cal endar, item
nunber (4). Is there anyone who wi shes to renove any item from
t he Consent Cal endar? Senator Sanborn.

SEN. SANBORN: Yes, Chair, item 14-202, please, sir.

CHAI RMAN KURK: Senat or Sanborn has renoved Fiscal 14-202
fromthe Consent Calendar. That's a request by the Departnent of
Safety to accept and expend $1, 107, 723.

** REP. EATON:. Move to approve Consent.
CHAI RMAN KURK: Representative Eaton noves approval of the
rest of the Consent Calendar under item (4). |Is there a second?

SEN. D ALLESANDRO Second.

CHAI RMAN KURK: Second by Senator D Al l esandro.
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REP. WEYLER: Let nme catchup. Let ne catchup

CHAI RMAN KURK: For the record, these are the itens to be
approved are Fiscal 14-198, 199, 200, 201, 208, 211, Fisca
15-004 and Fi scal 15-005. Ready?

REP. WEYLER: Okay. Nine itens approved. The notion was by?

REP. OBER: Dan.

CHAI RVAN KURK: Eaton, seconded by D Al |l esandro.

REP. VWEYLER All right.

CHAI RVAN KURK: So the notion before us is to approve the
Consent Cal endar under item nunber (4), except for Fiscal
14-202. Ready for the question? All those in favor, please
i ndi cate by saying aye? Qpposed? The ayes have it and the
notion is adopted.

***x  {MOTI ON ADOPTED}

CHAI RVAN KURK:  We now turn to Fiscal 14-202, a request
fromthe Departnent of Safety. Are there questions, Senator
Sanbor n.

SEN. SANBORN: Yes, please, sir.

CHAI RMAN KURK: |s soneone here fromthe Departnent?

ELI ZABETH BI ELECKI, Director of Adm nistration, Departnent

of Safety: Good norning, M. Chair, Menbers of the Conmttee.

CHAI RMAN KURK: Good nor ni ng.

M5. BIELECKI: For the record, Elizabeth Bielecki, Drector
of Adm nistration, and with nme is Perry Plumer, D rector of
Honel and Security and Energency Managenent.
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CHAI RMAN KURK: Good to see you both. Senator Sanborn has a
guestion.

SEN. SANBORN: Thank you, M. Chair. M am sir, thanks so
much com ng before us today and making a presentation. | truly
appreciate it.

As you may know, the challenge that |I've had as a
| egislator with our local communities is the State of New
Hanpshire's seemngly inability to maintain the agreenment of its
willingness to pay its proportional share every tine we ask for
FEMA noney. As we know, the Feds cone in for 75% the towns have
to put up 25% with the promse that the State will reinburse 12%
or half of that noney for every one of these contracts, and we
haven't done it for sone tine. So for nme to see yet another
request, what type of assurance can you give this Commttee that
we are going to be putting in the appropriate warrant or
information to the Governor and Executive Council to continue to
make sure we are not downshifting onto our |ocal communities in
t hese types of situations?

PERRY PLUMMVER, Director of Honel and Security and Energency
Managenent, Departnent of Safety: Thank you very nmuch for the
guestion. And | appreciate your explanation, and | amfamliar
with that twelve and a half percent that the State has given in
mat ch of disaster funds up until 2010. And then we've | ooked at,
you know, your | eadership have | ooked at the bal ance of where we
haven't provided that noney. In this case, this is alittle bit
different. The noney that we are | ooking at for the twelve and a
hal f percent the State's al ways paid was disaster funds as a
rei mbursenent fund during disaster. This is a little bit
di fferent because this is a grant programthat they apply for
and apply for projects. So the State has never given the twelve
and a half percent under this program because it's a voluntary
programthat they're -- for mtigation that they apply for and
as a grant programthat we can provide them So it's alittle
different than the disaster funds that are in that box. Sane
situati on because sone communities can't apply for this because
they don't have the 25% There's no question about it.
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In this case, the 25% doesn't have to be a cash match. It
can be a soft match which usually that's what they do. In-kind
time for their road agent. In-kind tinme for their adm nistrative
costs. The use of their own trucks, things Iike that. Al those
costs that are built-in can figure into their match or can be
what they call a soft match, doesn't have to be a cash match for
these projects. So at this tinme there is no plan to forward any
of this information on to the Governor's Ofice to say that we
shoul d pay the twelve and a half percent or provide the match.

Wth that being said, it is a challenge for the
comrunities, as you know, to conme up with the match. W have
lost out in the State on Federal funding by a comunity not
being able to match Federal funds and, therefore, not being able
to take advantage of sone of the Federal funds. But in this case
it's a voluntary programthat they apply for and they can use it
as a soft match

CHAI RMAN KURK: Senat or Sanborn has a foll ow up.

SEN. SANBORN: Thank you, M. Chair. | appreciate the
expl anati on and | do understand the constraints of this specific
contract. Are you sitting on any FEMA requests or do you have
anything over in the Departnment at this point that is eligible
for the twelve and a half percent match and can we get your
commtnent that you're going to send those docunents to the
Governor and the Executive Council to make sure the State
mai ntains its obligation to our communities?

MR. PLUMVER That -- that has been done through | ast year's
| egi slative action. W haven't had a disaster that would qualify
since then. So that is all enconpassing that bill that's already
in. And it is -- it was in our budget, the Division' s budget,
4.9 mllion and some change, to reinburse all the communities
for that twelve and a half percent from 2010 forward to the | ast
di saster and that sits in our budget. Cbviously, that will be a
budget issue, you know, whether it stays in and the communities
get reinbursed or not, but it is currently in our budget. |
don't know if you have additional information to that.
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M5. BIELECKI: That's correct. In our presentation to the
House Fi nance Committee, we did include that as well as it does
have a significant inpact on our budget; but we did include the
$4.9 mllion of General Funds for just this purpose.

SEN. SANBORN: Thank you, ma'am Thank you, sir. Thank you,
M. Chair.

CHAl RVAN KURK: Senator Little.

SEN. LITTLE: Thank you, M. Chairman. Thank you for being
here this norning. | have a question that is probably a rookie
guestion being ny first neeting of Fiscal Commttee so thank you
for indulging me with it.

As | went through the packet and got to this item | was
concerned that there's -- | can't read anything in here that
tells me how this noney is going to be spent, what the projects
are that the noney will be spent on. And so | guess | have a
general question. |Is that a cormmon way for these to cone before
us? But is it possible for you to tell us what this noney is
going to be spent on and where it will be spent, where the
proj ects are?

MR. PLUMVER Partially. So this is an ongoing project. So
how this noney is determned is after a disaster, this one was
the July 13'™M™ -- July 2013 rain event. After that the -- the
Presi dent Declaration is determ ned, and the overall funding for
the disaster is determ ned, then they provide 15% on top of that
noney to do mitigation projects. So that's separate
from-- that's how the noney cones in. That's howit's
det er mi ned how nuch.

What happens at that point is we send out a notice to al
the communities saying this noney is available for mtigation
projects. And FEMA has a very scripted guidelines of what the
noney can be spent on. And it has to neet a cost benefit
analysis that is a FEMA programthat shows the cost benefit
analysis. And if it doesn't neet the cost benefit analysis
t hrough the FEMA guidelines then it's not eligible. So basically

it's -- it goes to the communities. They apply for a project. W
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determ ne a cost benefit analysis with FEMA. It goes through a
review committee at the State level and rank in a

mul ti-discipline conmttee which enconpasses Honel and Security,
Emer gency Managenent, DOT, DES, DRED. They rank the projects
based on the inpact it has in the State and then forward the
eligible projects on to FEMA, and then FEMA det erm nes what they
fund.

In this case, so it's an ongoing project. So | can't tell
you all of the noney is going to be spent on because there's
still applications comng in and reviewing. | can tell you that
t here have been three that have been recommended at this point
to FEMA and they're the DOT for the Wite Bridge Brook Arch
Cul vert Project out in Wstnoreland for $300, 000. That
West norel and hit extrenely hard during that event. And it was
determ ned that that bridge arch, the degradation of that bridge
arch contributed to some -- could have contributed to sone of
that flooding so fixing that was a priority. So that's $300, 000.

The Town of Enfield, the Lovejoy Road Cul vert is one of the
proj ects for $300,000. And the Town of Penbroke, update their
| ocal hazard mitigation plan for $10,000. There is a piece of
this noney, and if you look —I think you got the background —
it shows 5% projects, 7% projects. The 7% project nmeans 7% of
that noney goes to planning. So it's separate fromthe regular
project, the culvert projects. So the Town of Penbroke update
| ocal hazard mtigation plan for 10,000 cone out of that 7%
noney. The rest of the noney sits with FEMA or sits with us to
determ ne what projects that we want to send to FEMA and t hen we
fund the projects and draw down the noney. It goes right to the
| ocal s. Does that answer your question?

CHAI RMVAN KURK: Furt her questi on.

SEN. LITTLE: It does. One quick question, if | may, M.
Chai rman? So that percentage of funds that is rel eased by FEVA
relative to the rain event that you nentioned --

MR. PLUMVER: HmMm hum
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SEN. LITTLE: -- do not need to be put toward projects
relative to that rain event. There can be other unrel ated i ssues
that are then covered by these expenses?

MR. PLUMVER: Correct. In that jurisdiction where the
Presidential Declaration was determned. So to get a President
Decl aration, the State has to neet a certain dollar threshold
which is just over $1.8 nmillion of damage. Fromthere, each
county has a threshold to neet based on -- based on per capita
that's set by the -- by FEMA. So that's why sonetines you'l
hear a statew de Presidential disaster. That neans we net the
threshold for the State and every county nmet their threshold. In
this case only certain counties, only three counties net the
threshold. So it would have to work with -- work would have to
be done within those three counties, but they don't have to be
rel ated projects. They have to be projects that woul d reduce the
risk in the future.

SEN. LITTLE: Thank you for the education and for the
patience of the Commttee.

CHAI RMVAN KURK: Thank you. Was Hi || sborough County, 1 think
Representative -- Senator Little forgot to ask. Is Hillsborough
County one of those?

MR. PLUMMER |t was.

AUDI ENCE MEMBER: Grafton, Sullivan and Cheshire.

MR PLUMVER Grafton, Sullivan, and Cheshire for that.

CHAI RMVAN KURK: Thank you. Is there a notion on Fiscal 147
Represent ati ve Eaton

REP. EATON: Just want to do a clarification. On the 12%%
the State pays on the match on the normal FEMA funds, would it
be a correct assessnment that we've net the eneny and the eneny
is us. That the Departnment has not w thheld those funds. It's
been the Legislature that has not appropriated then?
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MR. PLUMVER: Yeah. So those funds have been all ocated two
ways over the years, either through the budget process or
t hrough | egi sl ative action at the tine of the event. And what's
determned that is the timng of the storm So sonetines it
neets. So you have a Presidential Declaration, and it was
determ ned that the State wanted to pay the 12%%% so it was put
in the budget and then disbursed. Oher tines it was in the
m ddl e of a budget cycle so it took |egislative action to
appropriate those funds. But our Departnment has definitely
not -- not reinbursed it. It's a legislative action. There's
nothing in witing we do or we don't reinburse. It's always been
a legislative action per stormor through the budget per storm

REP. EATON: Thank you.

CHAI RMAN KURK: Thank you for that clarification.

*x REP. EATON: Mbve approval.

CHAI RMAN KURK: Representative Eaton noves the adoption of
Fi scal 14-202. Is there a second?

SEN. D ALLESANDRO Second.

CHAI RMVAN KURK: Second by Senator D All esandro. Di scussion?
Bei ng none, you ready for the question? Al those in favor
pl ease i ndicate by saying aye? pposed? The ayes have it and
the itemis approved.

***  {MOTI ON ADOPTED}

(5) 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
Restri ct ed:

CHAI RVAN KURK: Nunber five in the budget and this is Fisca
Approval Requirenent for Accepting and Expendi ng Funds Over
$100, 000 from Any Non-State Source and including Restricted
Posi tions.
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There are three itens in this Consent Cal endar item The
Chair w shes to renove 15-001. Are there any other itens that
fol ks wish to renove?

** REP. EATON: Move approval of item (5), mnus 001
CHAI RVAN KURK: Representative Eaton has noved approval of

t he Consent Cal endar itenms under item nunber (5), the two that
remai n, Fiscal 14-203 and Fiscal 15-002. Is there a second?

SEN. D ALLESANDRO Second.

CHAI RMAN KURK: Second by Senator D All esandro. D scussion?
There being none, you ready for the question? Al those in
favor please indicate by saying aye? Opposed? The ayes have it
and those two itens under item nunber (5) are approved.

*** {MOTI ON ADOPTED}

CHAI RMAN KURK: |s there soneone fromthe Departnent of
Heal th and Human Servi ces who can respond to questions
from-- on Fiscal 0017

NI CHOLAS TOQUMPAS, Conm ssioner, Departnent of Health and
Human Services: Good norning M. Chair. For the record, N ck
Tounpas, Comm ssioner of Health and Human Servi ces.

CHAI RMVAN KURK: Good norni ng, Comm ssi oner.

MR. TOUMPAS:. Good nor ni ng.

CHAI RMAN KURK: Pl easure to see you. |Is the testing that
wi |l occur under the prograns established if this itemis
approved, will the individuals who'll be tested only be those
who voluntarily agree to the testing?

MR. TOUMPAS: M. Chair, | may not have the answers to this.
I will take down the questions to try to address those. And |

woul d offer two possible ways in which to be able to do that. |
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know | have a couple late itenms comng up a little bit later. |
could try to get the responses or you can ask the questions and
"Il answer as best as | can, but | don't have that |evel of
detail on this. | would rather reach out to sonebody else. So
we could table it after I get all the questions or try to cone
back after when |I cone to the late itens.

CHAI RMAN KURK: |'Il give you -- that's a good suggesti on.
"Il give that to you now W can table it and then we'll bring
it up later in the neeting.

MR. TOUMPAS: If | could understand, however, is that the
primary question that the Chair has?

CHAI RMVAN KURK:  One ot her questi on.

MR. TOUMPAS: Pardon ne?

CHAI RMVAN KURK: One ot her questi on.

MR. TOUMPAS: One ot her question.

CHAI RMAN KURK: And the question is, does this allow access
to nedi cal records of people who do not consent to participate
in the progranf

MR. TOUMPAS: So the two questions. One, is this for the
people who wll be nonitored, basically, is it voluntary for
those individuals. That's question one. And the second question
is for those people who do volunteer, is there access to
addi ti onal nmedical records.

CHAI RMAN KURK: No, for people who don't vol unteer

MR. TOUMPAS: People who don't volunteer.

CHAl RVAN KURK: There are not enough vol unteers or for
what ever ot her reasons additional information is needed, does
this -- are they going to be accessing nedical records w thout

t he consent of the individual?
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MR. TOUMPAS: kay. And so | would ask if the Conmmttee
could table that. | will go off and try to get the answers to
this. And when | cone back a little bit later for the late
items, if | have the answers we can try to address them If not,
then we'll do it at the next neeting.

CHAI RVAN KURK: Thank you.

REP. OBER: M. Chair man.

CHAI RMAN KURK: Representative Qber.

REP. OBER: Thank you, M. Chairnman. Representative
Weyler -- I'msorry, I'msitting between the two Ws.
Representative Wall ner just pointed out to ne that at the bottom
of Page 2, which perhaps the Comm ssioner could address when he
calls his staff, it says residents of selected high-risk
communi ties as determ ned by |ocal geology, will be invited to
participate in this inportant health study. So, perhaps, you
could | ook at that when you address the question, Comnr ssioner.

MR. TOQUMPAS. Thank you

CHAI RMAN KURK: | appreciate the comment, but there are
different kinds of invitations in this world.

REP. OBER: No, | just asked himto |look at it.

CHAI RMAN KURK: |Is there a notion to table?

* % REP. EATON: Mbdtion to table 001

CHAI RMAN KURK: So noved by Representative Eaton, seconded
by Senator D Allesandro. Al those in favor please indicate by
sayi ng aye? Opposed? The ayes have it and the itemis tabl ed.

***  {MOTI ON ADOPTED}

(6) RSA 124:15 Positions Restricted:
JOINT FISCAL COMMITTEE

January 23, 2015



15

CHAI RVAN KURK:  We now nove to number six on the agenda,
Positions Restricted. |Is there a notion?

** REP. EATON: Move approval

CHAI RMAN KURK: Representative Eaton noves that we approve
item 15-006. |Is there a second? Senator D All esandro seconds.
Di scussi on? There being none, you ready for the question? Al
those in favor of approving item nunber 15-006, please indicate
by sayi ng aye? QOpposed? The ayes have it. The itemis
approved.

***x  {MOTI ON ADOPTED}

(7) RSA 604-A:1-b, Additional Funding:

CHAI RVAN KURK: |tem nunber (7), RSA 604-A:1-b, Additional
Fundi ng.

** REP. EATON: Move approval

CHAI RVAN KURK: Representative Eaton noves approval of
Fi scal 14-207, a request fromthe Judicial Council to -- for
aut hori zation to receive 270,000 in additional General Funds
fromfunds not otherw se appropriated through the end of this
Fi scal Year.

SEN. D ALLESANDRO 1'Ill second.

CHAI RMAN KURK: Thank you, Senator. Senator D Allesandro
seconds the notion. Is there discussion? There being none, are
you ready for the question? All those in favor please indicate
by saying aye? The ayes have it and the -- oh, is there anybody
opposed? The ayes have it, and the itemis adopted.

***  {MOTI ON ADOPTED}

(8) Chapter 144:117, Laws of 2013, Departnent of

I nformati on Technol ogy: Transfers Anbng Accounts:
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CHAI RVAN KURK: W proceed now to item nunber (8) on the
agenda, request fromthe Departnment of Information Technol ogy
to -- for authorization to transfer $312,103 in other funds. Is
there a notion?

REP. OBER: | have a question.

CHAl RVAN KURK: |s soneone available fromDol T to answer
guestions? Good norning, Sir.

STEVE KELLEHER, Acting Conmmi ssi oner, Departnent of
I nformati on Technol ogy: Good norning. For the record, |I'm Steve
Kel | eher, the Acting Conm ssioner for the Departnment of
I nformati on Technol ogy.

CHAI RMAN KURK: Thank you, Conmi ssioner, for appearing

before us. There are a couple of questions. Representative Cber.

REP. OBER: Good norni ng.

MR. KELLEHER: Good nor ni ng.

REP. OBER: | wanted to know of these funds, which

16

understand there are 027 transfers to you, but how many of those

doll ars actually canme directly out of the H ghway Fund?

MR. KELLEHER: It's ny understandi ng based on the outline
that was provided that that is all fromthe H ghway Fund.
However, we do have the Departnent of Safety here as well, the
account, the finance resource for that. So Elizabeth Biel ecki,
maybe she could confirm

M5. BI ELECKI : Good norni ng, again.

CHAI RMAN KURK: Good nor ni ng.

M5. BIELECKI: For the record, again, Elizabeth Biel ecki,
Departnment of Safety. It would be 90% of these funds that woul d

be Hi ghway Funds. The other 10% w ||l be Turnpi ke Funds.
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REP. OBER: May | ask a follow up, please?

CHAI RMVAN KURK: Furt her questi on.

REP. OBER: Thank you. Thank you for com ng forward. Could
you explain to us the rational e about using the H ghway Funds
for purchasing consultant use and renoving that out of hardware
and software |ines?

MS. BIELECKI: Absolutely. Both of these projects are
really very closely related to State Police projects. The item
for 039 is related to the aircards that are used for all of our
Troopers, and the second itemfor consultant dollars is really
closely related to J-1 or Jurisdiction-1 Project that is |ooking
to nake el ectronic records available to all of the crimna
justice systemin the State of New Hanpshire between State
Departnents, as well as local and municipalities and tows and
cities.

CHAI RMVAN KURK: Furt her question?

REP. OBER: | have no further questions. | have a comment
when we get a notion

*x REP. EATON: Move approval

CHAI RVAN KURK: Representative Eaton noves approval
of -- Senator Morse.

SEN. PRESI DENT MORSE: Does the Commi ssioner of the
Departnent of Transportation have to authorize this noney coni ng
out of the Hi ghway Fund or is it done w thout hinf

MS. BI ELECKI: These funds woul d have been included in our
budget in our dass 027 budget.

SEN. PRESI DENT MORSE: So does the Commi ssi oner of
Transportati on have to authorize or not?
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MS. BIELECKI: No. We just go through the typical process of
getting our budget approved through the Legislature.

CHAI RMVAN KURK: Furt her question?

SEN. PRESI DENT MORSE: No.

CHAI RMAN KURK: Representative Eaton noves approval of item
14- 209, and Senator D All esandro seconds. Further discussion?
Represent ati ve Qoer.

REP. OBER Thank you, M. Chairman. | amnot going to vote
to support this. There is a Constitutional requirenent that we
use sone H ghway Funds to support State Troopers. But there is
no Constitutional requirenment that we support giving information
to anot her agency out of H ghway Funds. Qur bridges and our
roads need many repairs. W need to start being responsible
about where we use those dollars. So | will be voting no on this
notion, M. Chairman. Thank you for letting nme nake nmy commrent.

CHAI RMAN KURK: Furt her discussion? There being none, you
ready for the question? Al those in favor please indicate by
sayi ng aye? Opposed?

REP. OBER: No.

CHAI RMAN KURK: Show of hands. All those in favor, raise
your hand? Opposed? The vote is seven in favor, three opposed.
The itemis adopted.

(Representatives her and Weyler and Senator Little were
opposed to the notion.)

**% {MOT| ON ADOPTED}

(9) M scell aneous:

CHAl RVAN KURK:  We now nove to item nunmber (9) on our
agenda, M scell aneous itens. W have three late itens. W'l
first go to 15-009, a request fromthe Departnent of Health and

JOINT FISCAL COMMITTEE

January 23, 2015



19

Human Services to transfer General Funds in the anount of

$44, 233,213, and to authorize the Department to accept and
expend Federal funds in the amount of $15, 990, 040 and ot her
funds in the amount of $8,169,802. |Is there soneone fromthe
Departnent available to respond to questions about this? And

whil e nenbers of the audience are gathering their copies, 1'd
like to thank themvery nuch for their respect for the Conmmttee
by turning off their cell phones. | haven't heard a single beep

or other sound during this neeting so far. So thank you very
much.

MR. TOQUMPAS:. That neans if | junp you know m ne's on
vi brate.

CHAI RVAN KURK: Thank you, Comm ssioner, for responding to
guestions on this item

MR TOUMPAS: W're on --

CHAI RMAN KURK: We are on Fiscal --

MR. TOUWPAS: -- 15-0097?

CHAI RMAN KURK: Correct. There is an anmount here under
Nursing Services, and | can't see a page nunber on mne but it's
the fourth sheet in, top side, under Nursing Services and that's
Li ne 371.

MR. TOQUMPAS: Ckay.

CHAI RVAN KURK: The anmpunts there are $9,522,100. My concern
is whether any of this is going to give the Departnment authority
to take noney that it has not yet spent fromthe nursing home
line, the $189 million in 2014, and the $195 mllion in 2015,
and use any of that noney for sonething other than paying
nursing hones their reinbursenent rates for Medicaid services.

MR, TOUMPAS. |'mjoined this norning by Steve Msher. You
want to --
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STEVE MOSHER, Departnent of Heal th and Human Servi ces: The
short answer is no. Nursing hone paynents are not made out of
this account. This account is for nedical services for the
el derly. During the budget process, the appropriations for
nmedi cal services for the elderly were budgeted in this account
have since beconme part of our Care Managenent Account. And what
the purpose of this itemis to transfer the nedica
services -- appropriation for nedical services fromhere to our
Care Managenent Account.

CHAI RVAN KURK: Understood. So | appreciate your short
answer. That's the one I'mrelying on. That none of this noney
is going to be used to, ny description, short-change county and
private nursing hones of the noney that was appropriated to them
under the budget.

MR. MOSHER: That's correct.

CHAI RMAN KURK: Thank you. Further questions? Discussion?

*x REP. OBER Move to approve.

CHAI RVAN KURK: Representative Cber noves to approve |ate
item 15-009. Is there a second?

SEN. D ALLESANDRO Second.

CHAI RMAN KURK: Second by Senator D All esandro. Are
you -- any discussion? There being none, you ready for the
guestion? Al those in favor please indicate by saying aye?
Opposed? The ayes have it and the itemis adopted.

***  {MOTI ON ADOPTED}

CHAl RVAN KURK: W now turn to the second late itemwhich is
Fi scal 15-010, and this is the Departnent of Health and Human
Servi ces' Dash Board for Novenber, 2014. This is not an item
that is up for approval. This is an information item but I
under st and nenbers have sone questions about this.
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SEN. SANBORN: | guess I'll go first.

CHAI RVAN KURK: Senat or Sanbor n.

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

Mosher, thank you so nmuch for coming in today. | got to be
honest with you, Conm ssioner, | don't even know where to start.
And if | was going to ask you every question in ny mnd today,
we'd be here all day. [I'lIl try to pick a couple and naybe sone

ot her Senators will focus on theirs.

MR. TOUMPAS: If you would like, Senator, | could provide

you a little bit of context in ternms of what -- how we | ooked at
this, what the thought process was that led us -- led us to this
action that we are -- we are putting here in this item and then

open it up for further questions afterwards if that makes sense.

SEN. SANBORN: Be happy to. Absolutely, sir.

MR. TOUMPAS: So the itemthat you have before you, the Dash
Board for the nonth of -- ending the nonth of Novenber, shows
that the Departnent is tracking at this point a State Fiscal
Year 15 shortfall of $58 million. The reason for that were
outlined in the docunent. Again, in summary, there was
$9.3 mllion that were mandat ed back of the budget or statew de
back of the budget. A little over nine and a half mllion
dollars related to the delay in the Medicaid Care Managenent, as
wel |l as the suspension of nmoving forward on Step 2 in the
current Fiscal Year. $5.7 million to stand up the -- for the
operation cost, as well as the initial cost to stand up the
Heal th Protection Programthrough Senate Bill 413. About five
and a half mllion to fund the Community Mental Health
agreenent. That was - an appropriation was nade in House Bil
1635. There was no funding for that. There's $21 mllion for an
increase in the Medicaid casel oad driven by the increases

in-- in that caseload fromthe change in eligibility

determ nation, the MAG, if you will, the Mdified Adjusted

G oss Income which | know we've tal ked about. These factors
drive 95% of the shortfall. So we exam ned all of our options to

address the shortfall before the end of the Fiscal Year, and we
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what we are putting forward here is not a reduction in services.

Rat her, what we are doing as the Chair inplied, we are del ayi ng
or we are suspendi ng nmaki ng paynents in order to address the
shortfall.
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As | stated earlier, part of the shortfall is a nandated
back- of -t he-budget $7 nmillion that the House Bill 2 reads that
we Wi ll reduce our appropriations by $7 nmillion in order to
address that House Bill 1. Qur plan to neet that is to reduce
the appropriation in those four lines that the Chair was talking
about earlier in order to -- in order to fund the back of the
budget .

We consulted with the Attorney Ceneral's O fice and believe

that the Departnent has the authority to nmake that reduction
wi thout additional legislative action. W're not transferring
those dollars. W' re redirecting those dollars for other

pur poses. W are reducing -- reducing the appropriation such
that we can address this -- the back of the budget.
Again, we've not -- we will submt reports as we -- as we

nove forward, but we are carefully and continually assessing
where we are and in terns of this type of reduction.

Qur decision to reduce the nursing hone in the Hone Care
Accounts to neet this appropriation, we are well aware of what
t he | anguage was in House Bill 1 that the Chair referenced
earlier. | have that |anguage before ne that any bal ance in
those accounts be paid for as additional rates. And, again, by
reduci ng that appropriation, that's basically there isn't that
anmount of noney to transfer or to use as for rates.

As we have gone through, and I think as you see in the

docunent, we actually have a $7% mllion surplus in those |ines.

We are proposing to use 7 mllion of that. Roughly 1 mllion,
both in General Funds and Federal Funds, would be a mllion
doll ars that would then be put in as rates. So those nonies
woul d be used in order to -- fromthe surplus, if you wll, to

carry that forward and do additional rates for the nursing
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honmes. It's -- again, we have -- we've had a nunber of
conversations about sone of the challenges that we have, and |I'm
well aware of what this -- what this does to the nursing hones
and others. But | will also state that as the -- as you know, we

do nursing honme rates twice a year, in July and in January, and
we have cal cul ated what those rates are going to be. Those rates
for the period July -- excuse ne -- January 1 through July do
reflect a slight decrease that is roughly 2.7% decrease that is
driven largely by acuity and the nunber of bed days that were
utilized in the prior period. Has nothing to do with the action
that we are tal king about. That's just the normal -- norma

thing that we do.

I will say that in the five prior rate setting cycles that
we have increased rates by alnost 9%4for nursing facility
services. These rates and what we pay will al so be augnented by
the MJQ P, as well as the proportionate ProShare, and especially
for the ProShare that goes only to the counties. They wll not
be made conpletely whole, but we will offset a nunber of
the -- the shortfalls that they woul d experience.

Again, we are not -- this is not an action to decrease the
rates; but, again, | just had not a whole lot of options in
terms of what we needed to do in order to nove the shortfalls
that we've experienced this year. So wth that, | just want to
provide that as a context, M. Chair, and Senator Sanborn, and
"Il open it up for any questions that you may have.

CHAI RMAN KURK: Senat or.

SEN. SANBORN: Thank you, M. Chair. Comm ssioner, ny heart
bl eeds for you. You're in an incredibly difficult spot that you
have all these new progranms, clearly spending noney that wasn't
appropriated initially that we don't have. But |I'mhearing from
the community, |'mhearing fromthe nursing hones that --
nmean, the nessage is going to be is, you know, we are making the
decision to kick out people's grandparents out on the street in
these nursing homes and I'mjust not sure that's sonething | can
support, irrespective of the action you've taken. | think the

| anguage is incredibly clear, and we have got to find a
JOINT FISCAL COMMITTEE

January 23, 2015



24

different way to help you satisfy this shortfall you guys are
seeing today without taking it out on the old fol ks. W just
can't do it.

MR. TOUMPAS: | know of no situation, Senator --
appreci ate what you're saying in terns of the inpact on a set of
providers, private and county nursing hones, but I know of no
situati on where sonebody has been, quote, ungquote, put out on
the street as a result of this.

REP. SANBORN: | appreciate it. You understand ny
frustration.

MR. TOUMPAS: Yes.

SEN. SANBORN: Frustrating. We have to find a different way
to do this.

CHAI RMAN KURK: Senat or Mor se.

SEN. PRESI DENT MORSE: Yeah. |'mnot going to put words in
anyone's nouth, but people aren't being put out in the street.
But | know they're changi ng how they work this back hone.

They' re doing rehabs and things Iike that in order to nake noney
to make up for this. W've all received a letter that are in
Rocki ngham County, 200 sonething thousand dollars in a year.
They're going to | ose $100,000 in the next six nonths, with no
notice to be able to nake up for it ahead of tine. | have
several questions.

One, Senate Bill 413 when we were negotiating that and
working with the Governor's Ofice and working with the House,
we were told that the nunbers in Senate Bill 413 could be

handl ed within the Department. Never were we told they were
going to hit lines like this, N ck.

MR. TOUWAS: Senate Bill 413, what we had said, we would
seek to try to fund that fromother areas within the Departnent.
You' re correct on that, Senator. That's ny recollection as well.
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But if we didn't have those dollars, we would | ook at funds that
woul d ot herw se | apse.

SEN. PRESI DENT MORSE: Let ne help you with it though. Wen
we were getting Dash Boards, which we haven't been getting,
there was a nunber being carried of, | believe, 3.5 mllion to
account for the $7 mllion back-of-the-budget cut. That
3.5 mllion was in 2014. How conme we didn't take half of that
$7 mllion nunber in 20147?

MR. TOUMPAS: We had put that forward. That was part of our
pl an, but the decision was made not to take that.

SEN. PRESI DENT MORSE: Who nmakes the decisions in the
Departnment? Looking at this docunent that you're handing out to
us today, which we have two of, by the way, there's a
$23 mllion lapse in here. | believe if | were to pick up a
docunment fromlast year, it's very close to 23 mllion. You
ended the year with a $31 nmillion lapse, an $8 million
di fference. You could have handled the whole 7 mllion in the
first year if we were concentrating on the people in the State
of New Hanpshire. W are upset about the fact that we are
hearing fromthe nursing homes. That |ine was very specific on
non-transfer. | think the next thing is to ask the Attorney
General to conme in and explain to us how we bypass what the
Legislature said it was going to do. It doesn't make sense to
me. You had noney. You didn't have to take the whole | apse and
then give another $8 million. You could have done what the
back- of -t he- budget did, N ck.

MR. TOUMPAS: | under st and.

CHAl RMAN KURK: Further discussion? Senator Forrester.

SEN. FORRESTER: Thank you, Comm ssioner. And thank you. As

Senat or Sanborn said, | know you're in a difficult position and
| know you work hard. We appreciate your efforts. |'ve been
hearing fromny nursing hones as well, and in particular |ast
night | received a call late last night fromone of ny private

nur si ng hones who had sone concerns about how the rates were
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being set. And that in three -- three different occasi ons when
rates were being set that they had to keep changi ng the nunbers.
And so there's a concern out there in the nursing hones that
actual ly maybe the Departnent or whoever is doing the rate
setting really doesn't know how to set the rates. That's one

i ssue.

MR. TOUWMPAS: If | may? The fornula for setting the rates
is sonething that has not changed. The rates, the reduction in
the rates that initially triggered sonme of the concerns on the
part of both the private and the county nursing hones

were -- there were five factors that are involved in setting the
rates and one of which is the acuity of the individuals that
were in the -- in the honmes. That's -- that's the one that had

t he biggest inpact on the reduction.

Putting aside the action that the Departnent is talking
about, I"'mjust tal king about the sem -annual rate setting
process that we go through. There was a -- one instance where we
put out the rates in terns of a draft. W reviewed that. W
found that we had a data error in that, and we went back and
recal culated that, and that's where, again, the 3.2% decrease
becane 2. 7% decr ease.

CHAI RMVAN KURK: Fol | ow up.

SEN. FORRESTER: | guess ny point was is there's not a |ot
of confidence out in the nursing home industry, if you will,
about how the rates are being set or what's happening at Health
and Human Services. And to Senator Mrse's point, he had two

docunments, two Dash Boards, | actually had four, and we got the
final one, | think, fromJeff Pattison just yesterday. You made
a comment earlier. You said that you didn't think old people
were being kicked out on the street. Not yet. | have a concern

going forward. Just in the three counties that | represent and
one private nursing hone in which | have nore private nursing
hones, nearly $700,000 they're going to have cut because of what
you' re doing. And then | just have one other question and then
"1l be done.
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When you cane up with your plan for how to neet these cuts,
did you review that with the Governor?

MR. TOUMPAS: Yes.

SEN. FORRESTER: So the Governor is aware that you're
proposing to cut $7 mllion fromthe nursing hones and she's
okay with that?

MR. TOQUMPAS. | cannot cone forward with a -- with a budget
reduction plan without -- wthout the review and approval of the
Gover nor .

SEN. FORRESTER: Thank you.

CHAI RMAN KURK: | have an observation and questi on,

Comm ssioner. It's ny understanding that the 189 mllion and the
$195 million in the nursing hone line for Fiscal 14 and 15 are
not -- is not 100% of the ampunt that we anticipate ought to be
pai d based on rates. That, in fact, is an apportionnent factor.
So nursing honmes are not, in fact, even if the line were fully
funded and you were not withdrawing the 7 mllion, the nursing
homes woul d not be getting 100% of their Medicaid rates; is that
correct?

MR. MOSHER: The 189 million did not fully fund the nursing
home cost. There is a budget neutrality factor. We figure what
the cost of the nursing homes is. The Legislature sets the
appropriation and the difference between the two is what's
call ed the budget neutrality factor.

CHAI RMAN KURK: That's ny understandi ng, too. And so when
t he Commi ssioner tal ks about a 9.5%increase, we're still not at
100%

MR. MOSHER: He's tal ki ng about an increase fromthe rates
that were being paid at the beginning of the biennium

CHAI RMAN KURK: | understand. But no matter what the
increase is, it's not going to get 100% of the Medicaid rate.
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MR, TOUMPAS. You're correct, M. Chair. To be perfectly
direct about it, there isn't a provider group that I work with
that is getting paid 100% what their costs are. It differs in
different areas, whether it's a nental health center, whether
it's an area agency for the disabled, whether it's the hone and
comuni ty-based care providers for the elderly, whether it
is -- whatever group, and whether it's nental health area, there
is not one group that is saying |'m being reinbursed by the
Departnent at the |level of what ny costs are.

This -- this -- this issue here, regarding the budget neutrality
factor, given that there is that -- there is that -- | grant

you, it is a conplex process to develop the rates, but those
have not changed. It's a matter of the data that is provided to
us by the nursing hones, both in terns of the acuity, their
costs, their utilization and so forth. They're all going to
factor in the rates.

CHAI RMAN KURK: | appreciate that. Wat |I'msaying is that,
and 1'mnot tal king about costs, that's very different. |I'm
tal ki ng about Medicaid rates.

MR. TOUWPAS: Hm hum

CHAI RMAN KURK: Which don't necessarily reflect costs.

MR TOUMPAS: That's correct.

CHAI RMAN KURK: The problemthat I'mhaving with this is
t hat when we put that footnote in the budget, although you nmay
be able to use the legal technicality that the Attorney General
suggests supports your action, that certainly was not the
| egi slative intent when we put the budget footnote in there,
which is why so many of us are so upset. |I'mjust wondering if
you couldn't think of another way to do this and that is, in
effect, to use up nore of the |apse that you're proposing to put
in. You' re suggesting you're not going to neet $12.8 mllion of
the $23 million | apse. Wiy not raise that; and, in effect, shift
to sone other section of governnment the obligation to conme up
wi th that noney?
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MR, TOQUMPAS. Uh -- that was an area that we were | ooking at
the lapse as the last resort in terns of where we woul d go.
Again, we will continue to nonitor and scrub our accounts. W
have a plan in here that -- that illustrates that we are using
roughly 200 -- 250 positions that we've held vacant as a way in
which to be able to offset this. As of the end of Decenber, |
have over 350 vacancies in the Departnent. There's no way t hat
I"'mgoing to fund -- I'"'mgoing to fill 150 vacanci es between now
and the end of the -- of the Fiscal Year. So there will likely
be additional dollars in terns of a |apse.

CHAI RVAN KURK: As a practical matter, when would this
deci sion -- when would you actually | apse this noney? On
June 30'", 20157

MR. TOUMPAS:. You raise an interesting point because at this
point this is -- this is what our plan would be. But we -- |
believe we need to notify, and Steve can correct ne if I'm
wong, but | believe we need to notify the Division -- the
Departnment of Adm nistrative Services sonetine in June in terns
of -- in terns of neeting our back of the budget from which
accounts that would come. So we'll continue to nonitor this. And
it could well be, as the Senator indicated earlier, there my be
other areas that there could be -- there could be | apse other
dollars that could be used to offset this. We typically will do
the adjustnent of the rates, both in terns of the -- we set them
two tinmes a year. But the part where we're carrying forward the
surplus as it's defined in the -- in the budget, happens right
around now, but | don't believe there's any specific | anguage
that says it has to happen right in January. So we -- we have
sone tine in order to continue to nonitor -- nonitor this. But
this provides us the plan. | just -- the |Ionger we go, as you
know, the longer we go without a firmplan to close that
shortfall that we have right now, the nore difficult it becones
in order to basically fill that.

CHAI RVAN KURK: So your answer with respect to timng would
allow the Legislature, if it wished to do so, the opportunity in
t he upcom ng budget to deal with this issue.
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MR MOSHER We would -- the $7 million is intended to be
used to satisfy the back-of-the-budget $7 million reduction. The
process for that is to send a letter to Adm nistrative Services
directing themto reduce our appropriation in certain accounts

to neet the 7 million. So that would have to be -- you'd have to
talk with Administrative Services as to the timng. But it would
be sonetinme before the beginning -- mddle of June that we woul d

have to do that and the budget is not passed until after that.

CHAI RMAN KURK: Thank you. Representative Qber.

REP. OBER: Thank you, M. Chairman. And, Conm ssioner, |
agree you' ve had a lot of issues, |awsuits, unexpected workl oad,
et cetera. On Page 3 of your neno, your fifth bullet point talks
about the required changes to go fromICD9 coding to |ICD 10
codi ng. That's been being worked on by every nedical billing
provider in America for about four years. So | amsurprised to
see that that now is part of your shortfall because of follow ng
devel opnents. Because that's been an ongoi ng project in Anerica
t hat shoul d have been fully funded. Did we at sone point cut
noney out of your IT budget this tine around to fund that
conversion to | CD 107

MR. TOUMPAS: The |ICD-10, those dollars were -- we needed
to conme up with those dollars in order to do that. The Federal
Government deferred. They noved it out one year. So it is now
due on Cctober 1°' of 2015. That's when -- that's when it has to
be -- has to be done. So there -- we have the dollars -- |
believe we have the dollars to -- I"'mtrying to find -- this is
on Page 3?

REP. OBER: Page 3 of your neno, sir. It says required
changes to the Departnent's information systens, including to
neet Federal certification. | do understand the deadline, but it
al so -- your headline for that is Funding |Issues. Tal ks about
your shortfall related to follow ng devel opnents. | nean, this
is a devel opnent that's been four years in the naking that
everybody is struggling to budget for. I'mjust surprised that
those dollars woul d be unbudgeted at this point in tinme in your

budget, unless we, the Legislature, as ny colleague to ny right
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said, we are the eneny, and he is us, unless we cut that out of
your budget.

MR. TOUMPAS: No. The area that what we are referring to
there, | believe, is for the MMS System \Wen the Federa
CGovernment gives us 90% Federal dollars, 10% State dollars for
t he desi gn, devel opnent, and inplenentation --

REP. OBER: Hm hum

MR. TOUMPAS: -- and then for the operation side of it, it
is 75% Federal , 25% State. However, until the systemis
certified by the Federal CGovernment, we are only able to claim
50% of Federal dollars. So that creates a shortfall and that's
what we are referring to here. So now what our plan is, and
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that's part of -- we are showing that as a shortfall, but then
we are showi ng an offset in order to get the certification done
by the end of June. So we are working -- we are working on that
in order to get that certified. And you can see it goes back to
the | ast biennium when -- when we went live with the system So
there -- since the tinme that we have been live, we are only able
to collect 50/50, if you will, in ternms of the operations cost.
VWhat this will do will basically provide us with that additiona
25% and that's showing as the -- as the offset.

REP. OBER: Fol | owup, pl ease.

CHAI RMVAN KURK: Fol | ow up.

REP. OBER: Okay. So | just want to ask about what we've
budgeted for that. Did we fail to budget where you were only
getting a 50/50 match? |Is that what happened that you have
other shortfall? O did we cut the noney out of that line
knowi ng this was com ng?

MR. TOUMPAS: No, we knew. Wen we began, we had
budget ed - -

MR. MOSHER: W budgeted -- we budgeted the funding at 75%
Feder al .
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REP. OBER: And we only gave 50/507?

MR. MOSHER: And what we are saying on the Dash Board, Line
26, is that if it doesn't get certified, we would have a
$2.5 mllion shortfall for F15. But then down on Line 58, we're
saying we're expecting it to happen. Wiat we try to do on the
Dash Board is show things that are on the radar and how we
intend to solve those problens. So we believe it will be
certified before June 15'". And we will get not only the F15
extra 25% but also the F14. Because we had to cover that
shortfall in F14 because we didn't get the certification.

MR. TOUMPAS: But to get -- the other part of your question

is did we -- did we -- were we shortchanged in terns of the
dollars that we needed in order to do the ICD- 10. | don't know
that specifically. But when we -- but we put that forward to say

we needed funding in order to do I CD 10, but just saying we
needed to do that. But we don't have the firmestimate in terns
of what it's going to take in order to nmake that change, until
you go in and do the requirenments agai nst the system and see
where the gap is in order to do -- go fromICD-9 to |ICD 10.
Again, there's a -- we could nake an estimate, but we may well
have been -- we may have been lower on that -- on that estinmate
t han what we had -- what we had projected.

REP. OBER: Thank you, Comm ssioner.

CHAI RVAN KURK: Representative Wyl er.

REP. WEYLER: Thank you, M. Chairnman. Gentlenen, |
appreci ate your challenge. Last night | was at a Rocki ngham
County neeting, and there's already fear about the downshifting
that's going to occur fromthe Affordable Care Act that we
hadn't anticipated, and it's somewhat unpredictable. But I
pl edged to them | would not support the downshifting of taking
this noney that they're expecting and allowing it to be used for
this purpose. So |I'mnot going to support taking this noney away
fromthem
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VR. TOUMPAS: I understand that.

REP. WEYLER: Thank you

CHAI RMAN KURK: Senat or Mor se.

SEN. PRESI DENT MORSE: |'m not sure we have a choice,
because Nick alluded to the fact that he can neet using
adjustments. But, Nick, will there be a Dash Board next nonth
presented to Fiscal ?

MR TOUMPAS: Yes. Senator, we m ssed one nonth on the Dash
Board. W mi ssed the nonth of Cctober

SEN. PRESIDENT MORSE: |'d like to point out the obvious.
We've gone from48 million the last time we recorded sonething
because we had a presentation fromLBA |ast week to a
$58 million problemsince the last tine we saw sonet hi ng.

MR TOUMPAS: The | ast Dash Board that -- we did not submt
one for COctober, but the one we submtted for the end of
Sept enber had - -

SEN. PRESI DENT MORSE: A 66 mllion.

MR TOUMPAS: -- a $66 million and this one is a
$58 mllion.

SEN. PRESI DENT MORSE: The one we reported on a week ago on
Wednesday here in this roomhad $48 mllion. So we've grown
since the Legislature recorded it on the Dash Board.

MR. TOUWPAS: Yeah, | think when -- sonetines when |I'm
reporting on the Dash Board, and tal king about it, such as | did

with -- either with Senator Sanborn's Conmittee or nore recently
with House Finance, is | was tal king about the $48 nmillion was
the net nunber. So we'd already covered -- earlier it was

$66 mllion. We covered off on $17 mllion of that |eaving a
$48 mllion, which is what you can see in Colum E at the bottom

there. That's what | was referring to. And right nowit's
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the -- so the gap here was $45 mllion and that's what we needed
to cover off on.

SEN. PRESI DENT MORSE: |'ve got two Dash Boards, and the
only distinct difference | can see, and you' ve said it several
times, is the back-of-the-budget cut of $7 mllion in the two
docunments that canme to nme. | would hope this argunent doesn't
becone the $7 mllion. Because, quite obviously, you were
pl anning to cover 3.5 of that in '14. That's changed, which
believe has to be an executive decision sonmewhere, either in
your Departnent or in the Governor's Ofice. The $7 nillion
ought to be in another forumwhy it's in the budget. But if we
are going to print those as excuses, that's not fair. | nmean, we
built a budget that should have been lived by. I know there's
other things, like, MAG and things that popped up. | don't
remenber having those di scussions on MA@ in Finance when we
built the budget. And ny question is, why aren't we saying
sonmet hing to Washi ngton about MA@ ? It's 18 mllion bucks.

Al nost headed towards 20.

MR. TOQUWPAS: It's $21 mllion.

SEN. PRESI DENT MORSE: Why is it the Legislature that should
be responsi bl e?

MR TOUMPAS: W have reached out to the Federal Governnent,

but we are one of 50 states. They're all inpacted by this, but
we will continue to do that. But the -- clearly, the MAG i npact
when we -- we knew that there was an inpact there, Senator.

Whet her the State was going to go forward with Medicaid
Expansion or the Health Protection Program or not, we were goi ng
to be -- we knew we were going to end up dealing with that. I
believe we just did not -- we did not estimate -- we did not
realize the extent of what that was really going to be. W were
told by the Federal Governnent that that woul d be budget neutra
to states.

SEN. PRESI DENT MORSE: W never carried a nunber, N ck, in
t he budget phase.
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VR. TOUMPAS: No, no. This --

SEN. PRESI DENT MORSE: For everyone that's telling ne
they're a genius and it's not just in your Departnent, but
everyone outside of governnent, that they knew t hese nunbers
were comng, | didn't hear them and | try not to forget a
nunber .

MR. TOUWPAS: Senator, we did not talk about -- we did
not -- when we were sitting in Senate Finance, we did not talk
about the inpact of what the MAG would be on the budget.

SEN. PRESI DENT MORSE: As you tal k about New Hanpshire with
its way that it proposed health care in the future, obviously,
the Senate's concerned about outconmes. W have nmde that very
clear, and we are going to look at that. But | can tell you, if
you're carrying a nessage back to Washi ngton, the Senate is
equal |y concerned about any reduction, because they canme up with
the plan. They should be funding it 100% and that woul d include
MME@. | don't think that's right to put a plan in place and then
force the states to take on mllions of dollars. It's not headed
in the right direction. They're not living up to it, once again.
Once again, Washington wants to dunp it down on the states. |
t hink that nessage has to get stronger, Nick.

MR, TOQUMPAS:. |, frankly, would not disagree with you.

CHAI RMAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chair. For the record, Nick,
|'ve been tal king about MAG and stuff for two years. You know I
have that | thought this thing was going to conpletely bl owp
I nean, | understand you don't have a crystal ball. |
conpletely appreciate it. But every nonth you have this
conversation that we think it's topped out and it continues to
not top out. And nowit's at $21 million and you know that's
only 50% of the nut. And | just heard you say the Feds had
represented to us that it was going to be revenue neutral,
whi ch --
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MR. TOUMPAS: That's what they told all states.

SEN. SANBORN: I'Il love to go back and have t hat
conversation

MR. TOUMPAS: Part of the reason -- the nunbers, Senator, in
terns of the nunber of people, have topped out in that area. The
Heal th Protection Programwe are over 32,000 now as of | ast

night. But the -- but on what we do, because these fol ks are
going into -- into Managed Care of when -- or care managenent.
When they go into that -- into that particular program those

folks now we go in and take a ook at what eligibility
categories are those individuals in. And based on what that
eligibility category, we -- we recalibrate what the anount is
going to be. And that -- that -- that accounts for a portion of
that junp fromwhere we were at 19 up to 21.

SEN. SANBORN: Fol l owup, if I may, sir?

CHAI RVAN KURK: You may.

SEN. SANBORN: But -- but bunping theminto the Managed Care
as we've discussed before, we're only tal king about a decrease
in the rate of growth that is not saving noney. So by taking
everyone from MAG and putting themin and the State's
responsibility today of 21 mllion. And, again, | need to see
some sort of better estimation. Have we truly topped out or not?
But, neverthel ess, even if we see increnental savings, that
noney i s not going away from what Senator Forrester is going to
have to try and scrape up next year in what's a difficult
financial tine. How do we do it?

MR. TOUMPAS: Again, the approach that we're taking with the
care managenent to do that is, A to bend that, the velocity of
the growh that you had tal ked about. When we get into end of
t he budget there will be certain assunptions in terns of what
| evel of savings off of what the -- what the projected growmh
would be in terns of utilization in the caseload and so forth.
Those will be the factors we will be discussing in the budget
com ng forward.
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SEN. SANBORN: | apol ogi ze, M. Chairman, one follow up?

CHAI RVAN KURK: Sur e.

SEN. SANBORN: Is the $21 nmillion, Conmi ssioner, are you
trying to fully load a year's worth of service or is that just
for six nmonths? | mean, give ne sone sense of timng for noney?

MR. TOQUMPAS. \When we cone forward with -- with the budget,
this is what we are working right now with the Governor, but ny
estimate is it's going to add $40 mllion into -- over the
bi ennium for the new bienniumto deal with those individuals.

SEN. PRESI DENT MORSE: Are you telling ne we accept 300
mllion and it cost us 40 mllion because of changes nade there?

CHAl RVAN KURK: The two are unrel at ed.

SEN. PRESI DENT MORSE: | know.

MR. TOUMPAS: They are unrel ated.

SEN. PRESI DENT MORSE: They're not unrelated in the sense
they were all part of the Washington schenme of putting health
care down on New Hanpshire. | can tell you this. | support
| ooking into the future on health care in New Hanpshire, and
made it very clear it's at 100% of Washi ngton paying for it. So
how you take that, take it for what it's worth. You just added
40 mllion to the problemof why I would think that we have
probl ens.

CHAI RMAN KURK: Commi ssioner, | take it you understand that
we, on this Committee, have a very significant issue with the
way you're using the $7 million that you' re taking fromthe
nursing hone line and using it to deal with the Departnent's
deficit. This group, | believe, feels that that is contrary to
the letter but, certainly, to the spirit of the budget footnote.
And | woul d ask that when you |l ook to the future to figuring out

how to resol ve your pending deficit that you do not include this
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as part of the solution. This is an information item and no vote
is necessary on it. Senator Forrester.

SEN. FORRESTER: Question of the Chairman on the nursing
honmes. I'mcurious to hear, Nick alluded to it, that the
Attorney General says he has the authority to do this. Can we
hear fromthe Attorney General of how he thinks they have the
aut hority?

CHAI RMAN KURK: W certainly could ask the Attorney General
to cone before us. Qoviously, at this neeting it would be a
little awkward. But we certainly can try to do that. Wuld you
like to try to do that at this neeting?

SEN. FORRESTER: | woul d.

CHAI RMAN KURK: Representative Ober, would you make
arrangenents with Janet to invite the Attorney General to join
us?

REP. OBER: | certainly will, M. Chairman.

CHAI RVAN KURK: W will take up any remarks that the
Attorney General cares to make should he be available to cone
before us | ater today.

At this point, we'll nove on to Fiscal 15-011.
Comm ssi oner, thank you, and M. Mosher very nuch. I'msorry it
was so frank, but these things happen.

MR. TOUMPAS: | understand the concern. | would ask as -- |
clearly understand what the -- what the concerns are and we'l|l
be reviewing themwith my folks. I did ask for one of the itens
to be tabled. So at an appropriate point, |I do have sonebody
here from Public Health that can address the questions that you
had.

CHAI RVAN KURK: Wy don't we do that right now.

MR. TOUMPAS: All right.
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* % REP. EATON: Renpve item 15-001 fromthe table

SEN. D ALLESANDRO Second.

CHAI RVAN KURK: It's been noved and seconded that item
15-001 be renoved fromthe table. Al those in favor please
i ndi cate by saying aye? Qpposed? The ayes have it and the item
i s now before us.

***  {MOTI ON ADOPTED}

CHAI RMAN KURK: Comm ssi oner.

MR. TOUMPAS: M. Chair, | amjoined by Julianne Nassif from
our chem stry program nmanager at the Division of Public Health
Services —I"'mneeting her for the first tinme —and have bri ef ed
her on the several questions that the Chair and the Committee
had, and I will turn it over to her to try to address it. If you
want to repeat the question, she'd be able to address that.

CHAl RVAN KURK: There were two concerns, nmm' am

JULI ANNE NASSI F, Toxi col ogi st V, Bureau of Disease Control,
Di vision of Public Health Services, Departnent of Health and
Human Servi ces: Hm hum

CHAI RVAN KURK: First, whether this was truly a voluntary
program as far as people being asked to participate. And,
secondly, for those who didn't participate, would there be sone
access that the programwould have to nedical records of people
who did not agree to share the nedical records?

M5. NASSIF: So the programis entirely voluntary. W woul d
invite people to participate. And it's conpletely up to them as
to whether they would choose to or not. W woul d have no access
to their nmedical records should they choose to decline. Al we
woul d have at that point would be their name and address.

CHAI RVAN KURK: Thank you.
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*x SEN. D ALLESANDRO Move the item

REP. EATON: Second.

CHAI RVAN KURK: Senator D Al |l esandro noves item 15-001,
seconded by Representative Eaton. Discussion? There being none,
you ready for the question? Al those in favor say aye?
Opposed? The ayes have it and the itemis adopted. Thank you
for com ng.

M5. NASI FF: Thank you very nuch.
***  {MOTI ON ADOPTED}
CHAl RVAN KURK: W now turn to item 15-011, a request —this

is alate item—a request fromthe Ofice of the Consuner
Advocate to enploy experts. |Is there a notion?

*x SEN. D ALLESANDRO: Move.

SEN. SANBORN: Move to table.

SEN. FORRESTER: Second.

CHAl RMAN KURK: It's been nmoved and seconded that this item
be tabled. 1'd like to call a recess.

(Recess taken at 10:48 a.m)
(Reconvened at 10:55 a.m)

CHAI RVAN KURK: Committee will cone out of recess. Senator
Sanborn has withdrawn his notion to table and the seconder has
concurred. The Chair would ask Ms. Chamberlin to conme forward to
answer sone questions. Good afternoon and wel cone to Fi scal
Committee.

SUSAN CHAMBERLI N, Consuner Advocate, Ofice of Consuner
Advocate, Public Uilities Conm ssion: Thank you.
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CHAI RMAN KURK: Basic question is this. Wiat was the nature
of the enmergency that required this to be a late item which
fromour point of viewa late itemis one we don't have adequate
time to consider, |earn about and nake up our m nds. So we are
concerned about the reason for this.

M5. CHAMBERLIN: Sure. The docket has al ready been opened
and it is continuing to go forward at the Public Uilities
Conmission. If we were to table this, we would have to seek a
delay in the procedure. The reason this is late is that this
nmeeting was not publicly noticed. So we had prepared all our
materials -- our materials were prepared in Decenber and we were
tracking the public announcenents of the Fiscal Commttee
neetings and there weren't any. W found out |ater, you know,
why that was, and we are requesting that this action be taken
today because it will increase efficiency and be | ess expensive
for the consuners in the |long run.

CHAI RMAN KURK: Senator Forrester.

SEN. FORRESTER: Jeff, was this publicly noticed?

MR. PATTISON: It was publicly noticed. It was done in a
little shorter notice than it is normally done. There's usually
at | east one nonth notice. This was, | believe, probably |ess
t han two weeks.

CHAI RMAN KURK: Senator Little.

SEN. LITTLE: Is this work al ready under way? Has this
contract been awarded and now we are conmmitted to this payment?

M5. CHAMBERLIN: We are not. | have -- we went through an
RFP and | designated the wi nning bidder; and that person has
been chosen, but they cannot fully participate until it's been
approved by the Conmittee.

SEN. LITTLE: All right.

CHAI RMAN KURK: Senator D Al |l esandro.
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SEN. D ALLESANDRO  Thank you. Thank you, M. Chairnan. But
t he docket is open. And in order to get the nost efficient and
effective representation, it's really in good -- it's good
practice to vote for this because it's needed.

M5. CHAMBERLIN: This -- this particul ar docket is
groundbreaking; and if it is approved, it could set the pattern
for the entire state. And that's why I felt it was necessary to
have an expert with national experience on this issue. My
experts are experts in New Hanpshire. But this is a proposa
that | didn't want themto see it for the first tine. | needed
an expert who has seen this type of proposal many tines before
and could give us advice on how to best structure it going
forward

CHAI RMVAN KURK: Are you suggesting that if this goes forward
as it's proposed, that it will increase electric rates for
consuners and busi nesses?

M5. CHAMBERLIN:  The proposal or --

CHAI RMAN KURK: The docket .

M5. CHAMBERLI N: Yeah, the docket is a -- it's a rate case
for Liberty Gas Conpany. It includes a decoupling proposal which
is -- it's not conpletely new, but it's new to New Hanpshire

about how utilities earn their revenues. And the decoupling
nmeans that you separate the revenue fromthe volune of gas that
you purchase, and that would be new to New Hanpshire. And it
needs to be very carefully structured to nake sure that costs
are not unfairly shifted to individual consuners. Particularly,
| ow i ncone consuners and el derly consuners and fi xed

rate -- fixed incone consuners can have a di sproportionate

i npact under certain circunstances. And so | felt it was
necessary to petition for an expert so that we could be sure
that those cost allocations did not occur unfairly.

CHAI RVAN KURK: Furt her questions. Senator Sanborn.
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SEN. SANBORN: Thank you, M. Chair. M am thank you so
much for coming in. As you know, being a nenber of the Energy
Commttee, there's a piece of legislation specifically
di scussi ng decoupling. W also know there's sone concern because
Liberty Utilities is also in front with this docket for
decoupling. W also know there are several states at this point
who have tried to up limts, sonme with some success, sone
obvi ously not. | can understand your concern to make sure that
if New Hanpshire decides it wants to wal k down this path, that
it be done so correctly. Because there's high risk in
decoupling. That being said, | share Senator Forrester's concern
that it feels like we're comng in real late at this second with
a level of urgency. But this is a docket that | assunme is not
going to be quickly acted upon, know ng that the PUC has dockets
that are seven years old at this point they still haven't acted
on. So | guess ny question is, when are they going to begin to
have hearings? How |ong do they think docket going to be open
for? You know, | guess where's the urgency knowing this is a
very, very conplicated issue?

M5. CHAMBERLIN: We are in the discovery phase of the docket
whi ch nmeans that peopl e are asking questions about the proposal.

| can't -- | can ask the Comm ssion to postpone it and say
pl ease wait and stop the process so that | can get a, you know,
get approval for ny expert. | don't knowthat they will do that.

If they don't do it, then | mss ny opportunity to ask
guesti ons.

The decision is expected in about May. A rate case only
| asts, you know, nine nonths or so. It's not going to go on for

five years. | can guarantee that. So ny -- ny hope is that | can
participate fully with the schedul e as proposed. | appreciate
that this is not -- that this is a late file. It is for $30, 000,

which is a nodest anobunt conpared to sone of the other requests
that cone before the Committee. It also has to go before the
Governor and Council. So | have that delay as well. So that's
anot her concern that if this goes on for another nonth, then

t hat goes on even further. So those are ny concerns.
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CHAI RMAN KURK: Thank you. Further questions? There being
none. Senator D All esandro, are you ready for a notion?

SEN. D ALLESANDRO |' m ready.

CHAI RMVAN KURK: Pl ease nake your noti on.

* * SEN. D ALLESANDROC I nove the item

REP. EATON: Second.

CHAI RVAN KURK: Moved by Senator D All esandro, second by
Representati ve Eaton. Further discussion? There being none, you
ready for the question? Al those in favor, please raise your
hand. All those opposed?

CHAI RMVAN KURK: The vote being 8 to 2, the itemcarries.

***x  {MOTI ON ADOPTED}

MS. CHAMBERLI N: Thank you.

CHAI RMAN KURK: Thank you. Chair recognizes the LBA to
request authority to fill two vacant staff auditor positions.

MR. PATTI SON:  Thank you. Good norning. Based on the
Adm ni strative Procedures and Rules of the Commttee, | need to
come before the Conmttee to get that approval to fill two
vacanci es which have occurred in ny office over the course of
the last two nonths. Staff auditor positions and |I'm seeking the
authority to go out and fill those two positions.

CHAI RMAN KURK: Questions? Discussion? Chair recognizes
Representative Gber for a notion

*x REP. OBER: | nove to approve this request.

SEN. D ALLESANDRO Second.
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CHAI RMAN KURK: Moved by Representative Qober, seconded by
Senator D Allesandro that the request be approved. Di scussion?
There being none, you ready for the question? Al those in
favor please indicate by saying aye? Opposed? The ayes have it
and the request is approved.

***  {MOTI ON ADOPTED}
AUDI TS:

CHAI RVAN KURK: At this tinme the Chair calls on Steve Smth,
the LBA Director of the Audit D vision to announce the report
and who wi Il be presenting the report. W have five audits
t oday.

STEVE SMTH, Director, Division of Audits, Ofice of
Legi sl ati ve Budget Assistant: Thank you, M. Chairman. For the
record, ny nanme is Steve Smth, the Director of Audits for the
O fice of Legislative Budget Assistant.

CHAI RVAN KURK: M. Smith, could you sit down at the table
even as you're announcing so that what you say can be heard by
folks in the room Thank you.

MR. SMTH: For the record, ny nane is Steve Smth. I'mthe
Director of Audits for the Ofice of Legislative Budget
Assistant. As the Chairman said, we have five audits to present
today. The first two will be done by KPMG KPMG is under
contract with our office for the State CAFR, as well as the
Turnpi ke Audit. We'll begin with the New Hanpshire CAFR  And
comng to the table to present the audit will be Geg Driscoll.
He's a partner with KPM5 and Steve Wl | ack, the manager on the
engagenent. And joining themrepresenting Departnent of
Adm ni strative Services will be Comm ssioner Hodgdon and Karen
Beni ncasa, the State Conptroller.

CHAI RMAN KURK: Thank you M. Smth.

GREG DRI SCOLL, Partner, KPMa Good norni ng.
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CHAI RVAN KURK: Good norni ng and wel cone.

MR, DRI SCOLL: Thank you. As Steve said, ny nane is Geg
Driscoll. 1'mthe | ead engagenent partner on the audit of the
State's financial statenments. To my right is Steve Wallach, one
of ny managers on the engagenent.

VWhat we're going to do today is walk you through the
results of our audit. W provided a letter just to facilitate
t he discussion that | believe Jeff has passed out. So we'll
speak to that. We'll try to hit the highlights and then we can
take questions on the audit after that. And I think Karen and
Linda will have remarks on the actual financial statenents
once -- once we conclude on our coments on the results of the
audi t.

So noving through the letter, we have issued our audit
report on the State of New Hanpshire's Conprehensive Annual
Fi nanci al Statenent. Qur report was dated Decenber 31%, 2014.
Happy New Year. And we issued unnodified opinions on the
financial statenents. And opinions is plural because if you're
famliar with the CAFR, there are several colums to the
financial statenents. Unlike what you might be used to seeing in
a private sector entity where there's one set of financial
statenents, the State under Generally Accepted Accounting
Principles reports its financial statements in several different
statenents with several different colums. And we provide
opi nions on certain of those individual columms or aggregations
thereof. So | think on the State's CAFR in our audit report we
technically provide 11 opinions. But all of themwere unnodified
or in the old days unqualified or clean colloquially. So clean
opinions on all of the units for which we provide opinions.

Movi ng to our responsibility under professional standards,
we do conduct our audit under two sets of standards. The first
are auditing standards generally accepted in the United States
of Anerica pronul gated by the American Institute of CPAs. And
then the second are Governnment Auditing Standards issued by the
Comptrol l er General of the United States. So we execute our

audi t under those standards issued by each of those bodies.
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W pl anned and perforned our audit to obtain reasonable
assurance about whether the financial statenents are free of
material msstatenent, whether caused by error or by fraud. W
cannot provi de absol ute assurance on the absence of materi al
m sstat enents, because we don't test every transaction that the
State enters into in a year, plus there are estimtes and
assunptions that go into the conpilations of the financial
statenents that, you know, will not cone to a known concl usion
until after the financial statenments are issued. So our |evel of
assurance on those financial statenents is a reasonable |evel of
assur ance.

And then, lastly, fromthat first paragraph under the
bol ded bull et our audit does not relieve Managenent for their
responsibility to prepare the financial statenents in accordance
with Generally Accepted Accounting Principles under the
oversight of the Fiscal Conmttee.

Moving on in the letter, we do consider the State's
internal controls over financial reporting as a basis for
desi gni ng our audit procedures and for gathering audit evidence
to be able to issue our opinions. On the financial statenents,
however, we do not issue an opinion on the effectiveness of the
State's internal control. Sone public conpanies you m ght be
used to, if you're famliar with them they do get an opinion on
effectiveness of internal control; but in the private sector and
for governnmental entities such an opinion is not issued.
However, with that said, under Governnent Auditing Standards we
are required to issue a report that would identify any
significant deficiencies or material weaknesses in interna
control that we identify as part of the audit.

We have identified certain significant deficiencies and
mat eri al weaknesses as part of our audit and those will be
communi cated to the Conmittee under separate cover in a neeting
later in the winter.

Movi ng on to the second page of the letter, other

i nformati on and docunents containing audited financia
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statenents. What you have in front of you, | believe, is what's
referred to as the State's Conprehensive Annual Financi al

Report. Qur audit is limted to —that is it —our audit is
limted to the section of that report |abeled the financial
section, which are the State's basic financial statenents and
certain conbining suppl enentary schedul es. There are al so as
part of that docunment an introductory section and a statistical
section. W are not required to audit those sections. They're
informational in nature. But we are required to read them and
if any material inconsistencies between the information of those
sections and the basic financial statenents are identified, we
are required to report themto Managenment. And if they are not
corrected, we are required to report themto the Commttee. W
did not identify any such material inconsistencies between those
i nformational sections any information that is included in the
basi c financial statenents.

As far as the accounting practices and alternative
treatnents for significant accounting policies, the State's
significant accounting policies are described in Note 1 to the
financial statenents. They are generally consistent with the
prior year. The State did inplenment a new accounting standard,
Statenent No. 65 issued by the Governnental Accounting Standards
Board, itens previously reported as assets and liabilities. For
the nost part, the inpact on the State's financial statenents
fromthe inplenmentation of that standard was a reclassification
of certain itens on the bal ance sheet that had previously been
classified as assets and liabilities. Now with some ot her GASB
conceptual statenents, if you're used to bal ance sheets, you

have assets, liabilities, and equity. Now for governnental
financi al statenents you have assets, deferred outflows of
resources, liabilities, deferred inflows of resources, and

equity. So with those two new el ements of the bal ance sheet,
this statement essentially reclassified itens that had
previously been assets and liabilities in certain cases into
those two new el enents of the bal ance sheet. So, generally,
recl assifications.

There was a small adjustnent to equity in the Turnpi ke Fund

for certain bond i ssuance costs that under the standards are no
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| onger allowed to be capitalized as assets. That will be expense
as occurred. And there was an adjustnent of beginning equity to
reflect the effect of that inplenentation. And the fol ks from
the Turnpike teamw Il talk a little bit nore about that effect
when they present their financial statenent.

There were no unusual transactions identified during the
peri od under audit that we need to nmake you aware of. And we did
have di scussions with Managenent about the quality, not just the
acceptability of the State's accounting principles. But by and
large, we find the State's accounting policies to be appropriate
for the circunstances.

Movi ng on to Page 3, Managenent, Judgnents and Accounting
Estimates. As | nentioned, the State nakes a nunber of estimates
and assunptions in preparing its financial statenent. W' ve
listed the nore material estimates here, taxes receivable, the
actuarial accrued, other post-retirenent benefits -- excuse
nme -- post-enploynent benefit liability, the Medicaid clains
liability, workers' conpensation self-insurance, and then any
l[iabilities or disclosures related to litigation and ot her
contingencies. For those estimates, we reviewed the nethodol ogy
undertaken by the State to come up with the anounts of those
estimates, the underlying assunptions. Considered whether there
was Managenent bias in nmaking those assunptions. And at the end
of the day we found themto be reasonably stated in the context
of the financial statenents.

Movi ng on to Page 4, Uncorrected and Corrected
M sstatenents. We did identify three uncorrected m sstatenents
as part of our audit. These are adjustnents that we propose be
made to the financial statements that Managenent has determ ned
to be inmaterial to the financial statenments and did not make
them as part of the final conpletion of the financial
statenents. W would concur with that assessnent based on our
unnodi fi ed opi ni on.

The first uncorrected m sstatenent related actually to a
correction of a prior period overstatenent of capital assets.

There was a doubl e counting of sone costs associated with a
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bridge in the amount of $41.2 million. This is reported as
capital assets in the governnental activities of the
government-wi de financial statement. The adjustnent to this
period to elimnate that overstatenent of the asset resulted in
an overstatenent of expense. So the asset at the end -- the
asset bal ance at the end of the year would be correct after the
correction, but the expenses used to wite-off that asset would
be overstated; again, in the amount of 41.2 mllion.

The next two bullets are related. The next two
m sstatenents. The State had identified the om ssion of a
liability of approximately $6.95 mllion associated with the
probabl e rei nbursenent of Federal funds received for prelimnary
engi neering and right-of-way costs for projects that are
expected to be dissolved or ceased or abandoned. There are sone
statutes in the sections of U S. Code related to DOT funding
that require that if on-site construction has not started within
a certain period of tine after receiving prelimnary engi neering
costs, those costs are to be reinbursed to the Federa
Government. So the State identified it, determ ned the amount to
be material, and did not nmake the correction to include that
l[iability in the financial statenents.

Rel ated to that would be the elimnation of the costs that
had been accunul ated to date on those projects that are
currently sitting in capital assets. Again, the State determ ned
that to be immterial and did not nmake that correction.

So those were the three uncorrected m sstatenents. W did
not identify any m sstatenents as part of the audit that
Managenent determ ned to correct.

We had no di sagreenents with Managenent as part of our
audit. To the best of our acknow edge, Managenent did not
consult with other accounting -- excuse nme -- other accountants
on any accounting matters related to the period under audit.

Wile we -- on Page 5, while we have a nunber of
di scussi ons with Managenent regardi ng accounting policies and

the inplenentation of standards, none of those di scussions were
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a condition of our retention by the LBA as the State Auditor.
The material witten comruni cati ons we had wi th Managenent
constitute the representation letter and the engagenent letter.
We had no significant difficulties in dealing with Managenment in
perform ng our audit. And, lastly, we confirmas of

January 15'", 2015, that we are independent of the State under
all our relevant professional standards.

So that concludes our prepared remarks regardi ng the
results of the audit. We'll take any questions before we turn it
over to Linda and Karen for their presentation of the CAFR

CHAI RMAN KURK: Are there questions fromthe Menbers of the
Comm ttee? There being none, please turn it over to -- excuse
ne.

SEN. D ALLESANDRO W certainly appreciate the
presentation.

MR DRI SCOLL: Sur e.

SEN. D ALLESANDRO | think it was thorough and very
i nformati ve.

MR. DRI SCOLL: Geat.

SEN. D ALLESANDRO And | think that's a plus fromthe old
guy that used to represent your conpany. | feel very confortable
with this presentation vis-a-vis the previous presentation.
want that on the permanent record, M. Chair.

CHAl RVAN KURK: It will be done, Senator.

MR. DRI SCOLL: Thank you.

CHAI RMAN KURK: M ss Hodgdon. Comm ssioner. And M ss
Beni ncasa. Good norning to both of you and congratul ations on a
good audit.
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KAREN BENI NCASA, State Conptroller, Departnent of
Adm ni strative Services: Thank you.

LI NDA HODGDON, Conmmi ssioner, Departnent of Adm nistrative
Servi ces: Thank you. | know Karen has sone prepared remarks. |
just want to take an opportunity to thank her publicly for her
i ncredi bl e dedication and hard work on this CAFR You'd think
she owned this conpany. She worked so hard. So | know she's
going to thank others, but | want to take this opportunity to
t hank her.

M5. BENI NCASA: Thank you. And thank you for an opportunity
to speak briefly about the Fiscal 14 financial statenents. |
woul d i ke to thank everyone who has assisted in devel oping the
report that you have in front of you today. This is the result
of a tremendous effort by many individuals throughout the state.
I would like to also provide a special thank you to Steve Smith
who was our Bureau of Financial Reporting Adm nistrator for many
years up through Septenber, as well as to Gerard Mirphy who
couldn't be with us today who now serves as the Adm ni strator of
t he Bureau of Financial Reporting. Those two individuals |Ied
this effort and we greatly appreciate their work.

| also want to thank the LBA and KPMs for all of their
assi stance, contributions, and support during this process.

We issued the State's Financial Statenent with about eight
hours to spare on Decenber 31%'. Each year we're faced with new
chal | enges, sonme of which are unanticipated. This year we had
sonme additional financial reporting and audit requirements for
t he Enpl oyee Benefits Fund. We had turnover in various key
financial positions within certain agencies, as well as within
t he Bureau of Financial Reporting. And we al so encountered
vari ous issues, concerns, and accounting challenges that needed
to be addressed al ong the way.

| did want to take a nonent to speak a little bit about the
adj ustnents that KPMG just nentioned to you. As nentioned, the
first one was about the Menorial Bridge and how that had been

accounted for. So as of the statenent, as of the under 14 those
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statenents have been corrected. So even though they proposed an
adjustnment, it was to get the statenments to where they needed to
be at the end of the year.

The other two adjustnments | just wanted to nention because
that cane up late in the process within a couple of days before
we issued the financial statenent. Typically, we would like to
have booked all of the adjustnents that we becane aware of. But
at the end of the audit and at the tine we discovered that, it
was a little bit of a challenge and late in the process. The
exposure related to potential disallowance of federally funded
right-of-way costs and prelimnary engineering costs that were
identified by the Departnent of Transportation. DOl and DAS
wor ked together to assess the potential exposure, and we
devel oped an estimate of the unreported liability that was just
presented to you as a potential anpunt that mght need to be
returned to the Federal Governnent.

Once that assessnent was conpl eted, KPMG was then required
to audit it. Again, this was very late in the process. So
al though we preferred to record the adjustnents, these were not
deened to be material. W also had conversations with the
Departnment of Transportation that they had sone avail abl e
appropriations that could fund this $6.9 mllion. So it would
not have been any reduction to the H ghway Surplus Fund at the
end of the year. And they will be working on this area to assess
much earlier in the next year to figure out if we have any
addi tional costs that need to be addressed.

M5. HODGDON: | just want to sneak in here a second and
mention that this is a change. So there's been a Federal |aw on
t he books that says that if you don't spend construction dollars
within a certain period of tine after P.E. and right-of-way has
been spent, that you may need to repay the Federal Governnent
for dollars that they spent on that P.E. and right-of-way. So,
particularly, for exanple, if you had like a realignment. So
that's a law that's been on the books but the Feds have not been
enforcing it. They are now enforcing it. So there was an exanple
down i n Nashua where Nashua had to repay sone noney that -- or

will have to, I'"'mnot sure if they have yet, for sone
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right-of-way. Fortunately, they thensel ves were putting sonme
noney forward with construction so it netted out to zero but we
need to pay attention to that so that if we have a project, such
as the Conway Bypass, where we have spent noney on right-of -way
and we don't start construction within a certain period of tine,
we may, in fact, have to pay the Federal Governnent back sone of
t hose dollars. They come back to the State for future projects,
but on that particular project you have to pay them back.

So | think anybody involved with, you know, the ten-year
pl an project needs to be thinking about, okay, where el se have
we spent noney? Were else are we at-risk? In sone cases —and
DOT can explain a |ot nore about this than | can but this is
what we were up against kind of at the last m nute —where el se
have we spent noney that mght end up being a liability for the
State? And that should be part of the determ ning factor when
you' re thinking about the ten-year plan project. |It's something
that you wonder that the Federal Governnent woul dn't have done a
long tinme ago, but they actually in their whol e highway plan
budget have dollars allocated for recovery in these areas. So
they' re serious about it.

So for us this year that ended up being a liability of
about $7 million. And they had a non-participating account that
we could hit so that's what we did. So we were able to work it
out at the last mnute. But there were a | ot of scary, tense
nmonments there at the end as we realized there was this new thing
now t hat we needed to be paying attention to. So |I know all of
you will care about that and will be paying attention to that
ki nd of going forward.

CHAI RMAN KURK: Thank you, Comm ssi oner.

M5. BENI NCASA: O the 140 plus pages in this docunent, we'd
like to just draw your attention to the Conm ssioner's
transmittal letter which begins on Page 4 and ends on Page 13.
This letter includes sections on the Fiscal 14 operations, as
well as a section on major initiatives or areas expected to
affect the future financial position of the State. So I'Il just

briefly cover a couple of the itens in there.
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The Ceneral -- on Pages 8 and 9 where we tal k about the
Fi scal 14 operations, the General and Education Fund ended
Fiscal Year 14 with a $21.9 million surplus, along with the
9.3 mllion Rainy Day Fund for a total of 31.2 mllion.

As conpared to the budget, the surplus of 21.9 mllion was
approximtely 4.8 mllion below the original budgeted surplus
projection. The H ghway Fund ended with a $33 million surplus
whi ch was approximately $10 nillion higher than what was
originally budgeted, and the Fish and Gane Fund ended w th about
amllion dollars of a surplus. And | believe they were
projected to essentially be at zero for the year.

One other itemof nention is the unrestricted net position
of the State, the State's governnental activities which include
your General Fund, Education Fund, H ghway Fund. The
unrestricted net position ended Fiscal Year 14 with a deficit
bal ance of approximately $790 million. This deficit grewin
Fi scal 14 by approximately $74 mllion which was prinmarily the
result of an increase in the unfunded -- the other
post - enpl oynment benefits. W had an increase in that liability
of $93 million during Fiscal Year 14.

Moving on to the major initiatives or areas expected to --

CHAI RVAN KURK: May | interrupt for a nmonent?

M5. BENI NCASA: Sure.

CHAI RMAN KURK: | take it if we ignored that liability and
we don't regard it, many of us don't regard it as a liability
because we pay cash for this, and we just don't use the approach
the accountants |ike, what would our unrestricted net position
have been?

M5. BENI NCASA: The -- the deficit for the -- or the
[iability for the unfunded post-enploynment benefit cunul ative
was $858 nmillion as of the end of the year so we would have had
a positive position.
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CHAI RVAN KURK: Thank you.

M5. BENI NCASA: The major initiatives are also they begin on
Page 9, and we just briefly covered sonme areas. That certainly
needs to continue to be focused on. The increase of the bal ance
in the Revenue Stabilization Fund to ensure that the State can
absorb any unpredicted financial challenges in the future.
Certainly, there's been sone conversations about the business
and interest and dividends tax changes. Just understandi ng what
those inpacts are going forward in the future are certainly
things that we need to continue to nonitor and assess.

Changes in the Medicaid Program The State experienced a
cost increase in Fiscal 14 in the Medicaid Program So we
believe we need to continue to assess the inpact of those costs;
and not just the costs that are paid, but also the costs that
are incurred but unpaid as of the end of the year. So we'll be
working to do that as well in Fiscal 15.

Some of the initiatives or itens, our aging workforce has
been an itemthat has been di scussed in the past about the
nunber of enpl oyees eligible to retire currently and within the
next five years. So we need to continue to work in that area.

The H ghway Fund revenues, the final paynent on the [-95
sale is essentially going to be nade in Fiscal Year 15. That's
about $14 mllion of revenue in Fiscal Year 15. So that will be
gone by the end of this year.

The retirenment funding and the inpact of GASB 68 that's
being inplenmented in Fiscal Year 15. As of the end of 2014, the
Retirement System s unfunded liability was approxi mately
$4.6 billion. But we understand that the State's share of that
coul d be sonmewhere around 25% So we'll be working over this
next year on accounting for that under the new GASB that's bei ng
i npl enment ed.

And, again, we talked a little bit about OPEB. The nost
recent actuarial valuation that we had was that the State had a

$1.9 billion liability, unfunded liability for OPEB. And we're
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31°' of 2014. So that's actually in process right now.

We thank you for your tinme. We'd be happy to answer any
addi ti onal questions.

CHAI RMAN KURK: Thank you. Questions from Menbers of the
Comm ttee? There being none, we thank you again.

MR. DRI SCOLL: Thank you.

CHAl RVAN KURK: This was a very -- your letter,
Comm ssi oner, was a very hel pful explanation of things that we
shoul d be aware of so | appreciate it.

M5. HODGDON: Great, thank you.

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

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

REP. OBER: Second.

CHAI RMAN KURK: Mbved by Representative Wyl er and seconded
by Representative Ober. Discussion? Being none, you ready for

57

the question? Al those in favor please indicate by saying aye?

Opposed? The ayes have it and the notion is adopted.
***x  {MOTI ON ADOPTED}

CHAI RVAN KURK: M. Smith.

MR. SM TH: Yes, thank you, M. Chairman. The next audit
will be also presented by KPMG It's the Departnent of
Transportati on Turnpi ke System their annual financial report.
Presenting it for KPMG will be Jayne Silva. He was the Partner
on the engagenent, and Karen Farrell, the Manager. And

representing the Departnment of Transportation will be Marie
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Mul I en. She's the Director of Finance, and Len Russell, a
financial reporting admnistrator.

KAREN FARRELL, Manager, KPMG  Good norni ng

JAYME SILVA, Partner, KPMG So, for the record, |I'm Jaymne

Silva. I'mthe |ead audit engagenment Partner for the Turnpike
System To ny right is Karen Farrell. She's the Seni or Manager
on the account. So | have a few brief remarks before I'll turn

it over to Len and Marie for the financial highlights.

And so Geg Driscoll fromthe CAFR side has covered sone of
the same things I'mgoing to cover, but I'Il cover themstill
because it's for Turnpi ke System specific. And so froma
standpoint there's really four itens that are included, |'l]
call it the package as part of the handout.

One is the financial report which is the financi al
statenents and our audit opinion that's included with that. The
next itemis the SAS 114 which is auditor required
communi cations. That's the letter, the three or four page letter
that | also briefly talk about. The next itemwhich we really

won't talk about but I'lIl nmention is the debt conpliance letter
that we issue as part of the financial statenent. That was
a--I1"Il call it, it was no covenant violations in accordance

wi th accounting matters so that was a cl ean debt conpliance
letter which is very inportant for the Turnpi ke, obviously, from
bond -- from bond, et cetera, and debt. And then, finally, Karen
is going to cover at the end we actually have issued our

internal control over financial reporting letter which there's
one deficiency, a significant deficiency that 1'lIl have her talk
about. That's the last letter that is included as part of the
handout s today.

So fromthat standpoint, froman Executive Sunmary for sone
hi ghlights, you know, we had conpleted the audit of the Turnpike
System Fi nanci al Statenents, you know, as of June 30'", 2014, and
our opinion was dated Decermber 29'". So we didn't wait for the
315, W got that one out on the 29'" of Decenber. And that was

a clean or unnodified report. So we used to call them an
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unqualified report three or four years. | didn't make the
rules. | think clean says it a lot better than unnodified,
certainly; but it was an unnodified report which is a clean
report that we issued.

We actually follow the sane standards that the CAFR team
follows. You would follow the professional standards. One by the
Al CPA fromthat standpoint and we al so foll ow Gover nnent al
Audi ting Standards. So we follow those two standards in
conducting our audit.

So fromthe standpoint of Managenent cooperation, we
received full cooperation from Managenent, which is inportant, |
think, fromour standpoint. If we didn't, we'd be having a
di fferent conversation today with this Conmttee. And, also, we
had no di sagreenents with Managenent. What | nean by that from
accounting matters, or policy changes, et cetera, there was none
of that for the current year. So full cooperation and no
di sagreenent s.

From an internal control standpoint, I'mgoing to hold the
significant deficiency fromjournal entries; but when we | ook at
the control environnent, we actually |ooked at, you know, high
| evel controls and we | ooked at reconciliation type controls. |
call that sort of the detail controls. You know, we feel from
t he Turnpi ke System s standpoint that we are satisfied with the
adequacy of the internal controls. Because, again, interna
controls are the underpinning, you know, of the organization for
t he Turnpi ke. Again, we don't issue or opine on the
ef fectiveness of internal controls. Again, you know, PCAOB, |CC
that would be a different report but a private governnental
entity we issue what | call ICFR, but Internal Control Financia
Reporting, that actually is issued as part of the governnent
auditing standards and 1'Il hold that report for a second.

The last thing from Executive Summary, | think this is one
of the nost inportant thing other than the unnodified opinion,
is that we are fully independent fromthe Turnpi ke System W
have a very -- a very detailed and robust system i nternal

controls for the firmfor independence. And so | can report to
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the Committee today that we were and still are fully independent
as of today, January 23'9. So | don't know what happens tonorrow,
but as of today we are fully independent. | can report that.

So froma report on the conduct of the audit, froman audit
responsibility under the standards, again, | said we follow the
standards, the professional standards. W actually conducted our
audit. There's reasonabl e assurance rather than absol ute and
absol ut e assurance woul d cover 100% of the transactions. Again,
we test a sanpling or smattering of the transactions to get
confortable, you know, with the overall financial statenents
that they're not materially msstated and, in fact, that they're
not so that that's good.

From the other thing fromny accounting policies, and
significant accounting policies, again, there was no materi al
changes in Footnote 1 of those financial statenments. The only
itemthat did change is the Turnpi ke adopted GASB 65, which is
items previously reported as assets and liabilities. My
counterpart, Greg Driscoll, covered that a little bit. But what
"Il say is here for the Turnpi ke there was an asset of bond
i ssuance cost that had been previously capitalized for any
government entity. The rule cane out that said that you cannot
capitalize those anynore. So about a $2 nillion restatenent
inside equity that gets restated. So on the P& itself there's a
$2 nmillion itemthat gets restated. So bond issuance costs in
the future going forward will not be capitalized. They'll just
be expense as incurred. So that was the only significant
accounting policy change. Again, Footnote 1 is rather |engthy
fromthe standpoint there was no major policy change except that
new accounti ng adopti on.

From the standpoint | always |ike to highlight to the
Comm ttee, you know, from accounting policies, alternative
treatnents, that there was no alternative treatnents that the
Turnpi ke took. What | nean by that is, you know, the accounting
rules, there's many accounting rules out there as we know, but
the accounting policies are adopted by the Turnpi ke. They
didn't adopt and they have not in the past alternative

treatnents, neaning that the policies that they're foll ow ng
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there's not alternative guidance to say there's another way to
do it, that they're not doing it. So there's no alternative
treatnments there. And also there was no significant transactions
during the year that were controversial or really in emerging
areas. There wasn't accounting literature covered. So,

therefore, it was a clean audit, you know, from an accounting
policy perspective.

So noving just to the last itemthat |I'mgoing to have
Karen cover is we had audit adjustnents. So we have uncorrected
and corrected adjustnents. And what |['ll say so we had no
uncorrected adjustnents. \What | nmean by that is we didn't cone
up with an error or a material msstatenent that we identified
to the Turnpi ke that they decided not to book. So from an
uncorrected standpoint we had no uncorrected differences.

I"mgoing to have Karen cover a second we had three
corrected differences, nmeaning that we identified sonething that
Managenent deci ded to book inside the statenents. So, therefore,
they' re properly reflected in the financial statenments for the
June 30'", 2014, year end. The other thing |'mgoing to have
Karen cover is the internal control of financial reporting, the
deficiencies in internal control. W had one significant
deficiency we noted for the year which also I'"mgoing to have
Karen cover

So with that, 1'll pause just for a m nute. Because |
didn't cover everything in the letter itself, but | wanted -- |
always try to cover the highlights rather than each of the
points. But I'll pause for questions just for a nonent.

CHAI RVAN KURK: | don't think there are any.

MS. SILVA: Perfect. Kar en.

KAREN FARRELL, Seni or Manager, KPMG  Okay. Thank you
Jayne.

CHAI RVAN KURK: Excuse me. | was incorrect.

SEN. SANBORN: | apol ogi ze.
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CHAl RMAN KURK:  Senat or Sanbor n.

SEN. SANBORN: When you say you no | onger capitalize
refinanci ng bond expenses, is that only in the Turnpi ke System
or is that across all --

MR. SILVA: That would be across the system Sorry. Not
just the Turnpi ke System but across --

SEN. SANBORN: Across the state.

MR. SILVA: -- the entire organization, correct.

CHAI RMAN KURK: Pl ease conti nue.

M5. FARRELL: Thank you. So I'mgoing to review with you a
report that you have which is called our Independent Auditor's
Report on Internal Control Over Financial Reporting and
Non- Conpl i ance and Ot her Matters based on our audit of the
financial statenent, and in accordance with Governnent Auditing
St andar ds.

So as Jayne nentioned, we identified a significant
deficiency. And a deficiency as defined in this report exists
when the design or operation of a control does not all ow
Managenent or its enployees in the normal course of their job
functions to prevent, detect, or correct a material or not even
a material, but a msstatenent on a tinely basis.

So as Jayne had nentioned, we identified three journa
entries that were incorrect, even though they had been revi ewed
by Turnpi ke staff. The magnitude of the entries was a decrease
in Turnpi ke's net position of approximately $1.6 mllion. As
Jaynme nentioned, though, the Turnpi ke when we brought these to
their attention, did record these in their statenents. So the
effect of the $1.6 million is in the net position.

Just to give you sonme sense of what the errors were, there

was a mscalculation in interest expense accrual as of year-end.
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There was an error in a classification of an investnent as a
cash and cash equivalent, and there was an error in a manual
accrual to record sone construction-in-progress anounts.

So with these three errors in the journal entries, it
really led us to determ ne that a weakness existed over the
journal entry control review. The review control wasn't at a
precision | evel that was necessary in order for themto identify
that these errors existed. The actual comment that we wote and
Turnpi ke's response is included in the letter. And as Jayne
said, we did not identify any other entries that weren't
corrected by the Turnpike System

MR. SILVA: So the thing I'lIl add, there's three types of
deficiencies. One is material weakness. The other one is
significant deficiency and controlled deficiency. So a nmagnitude
of deficiency, as defined by the professional standards, we felt
that this did not rise to the level of material weakness. As
you can see that's to the |l eft depending on which side you sit
on, but to the left-hand side. That's the nost significant.
Significant is the wong word to use. Material weakness, sorry.
And internal control deficiencies on the right. So we felt that,
you know, maybe we had found one entry that, you know, that had
an error. W had three so we felt that it did not rise to the
| evel of material weakness, but it rise to the |evel of
significant deficiency. Again, those are defined in the
prof essi onal standards. Fairly straightforward. So questions on
the deficiency on the internal control letter?

CHAI RMAN KURK: Senator Little.

SEN. LITTLE: Thank you, M. Chairman. Just | noted in your
comments that you said that you were satisfied with interna
controls. And now you tell us that you noted -- you identified
deficiencies in internal controls and that seens contradictory
to ne.

MR SILVA: Well, the -- so that's a good point. So if you
| ook at, again, the entire internal control structure, we

believe it's appropriate for the Turnpi ke System except for the
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one itemon journal entries that we noted that we put in the
letter. When | tal k about internal controls of the entire
system So we had one identification that shoul d be inproved.
The process shoul d be enhanced and i nproved. But the other
internal controls that we | ooked at, financial reporting
process, and other types of tone at the top and reconciliation
controls, we didn't identify any other control deficiencies.

CHAI RVAN KURK: Fol | ow up.

SEN. LITTLE: | guess | just see a conflict there in the

message. | don't see howthe letter of your report can say that
those are fine, and then when we get to the details you tell us
there are sonme deficiencies. | think there's a m xed nessage

t here.

MR. SILVA: Okay. Let ne try to clarify. So we had three
errors, right, and the Managenent corrected them on the journa
entry process. But as part of that we | ook at other controls
that we don't talk about to the Cormittee today that were
operating effectively. So it is correct that we had deficiency
in control, but there were other controls we deened to be
operating at a precision, et cetera, as part of the organization
as a whole. So maybe what | need to say is, although I think
it's adequate we did have a deficiency that we believe
Managenent should fix and enhance, but there was other controls
that we believe to be okay. | don't know if that answered your
guestion though. But the standpoint, | nean --

SEN. D ALLESANDRO It is duplicitous in how you comment on
it. If I may el aborate on ny coll eague's conments. So it ain't
okay but it's okay.

MR. SILVA: For the one except for. So, again, this is not

going -- so | believe it's adequate because that's what we say
in our opinion, except for the one itemthat we notified which
know that's -- I'msplitting hairs a little bit there.

CHAI RMAN KURK: Representative Eaton

JOINT FISCAL COMMITTEE

January 23, 2015



65

REP. EATON: To ease sone of the other fol ks here, would
changi ng the word deficiency to material weakness be an adequate
substitution or not?

MR. SILVA: To make it worse or better? That would make it
WOor se.

REP. EATON: Would it really?

MR SILVA: Yeah. If it's a materi al weakness that's worse.
So that's -- right.

CHAI RMAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chair. So if | can summarize
havi ng gone through a fully unqualified financial statenents
before as a busi ness owner, as opposed to getting 100% you gave
thema 9772

MR. SILVA: Un -- yes, yes. | wouldn't disagree with that.

SEN. SANBORN: Thank you.

CHAI RVAN KURK: That cl ears things up.

REP. BARRY: M. Chair.

CHAI RMVAN KURK: Representative Barry.

REP. BARRY: Thank you. Just a general question. Do you
begin your audit with a conpare and contrast of the previous
audi t ?

MR. SILVA: Yes, as a basis of our risk assessnents. So we
| ook at -- and we were not the auditors |last year but we were
able to |l ook at the LBA work papers. So we get a foundation of
our risk assessnent to formwhat we are going to test, how we
are going to test it, et cetera, to get sort of a confort of
what we're going to do in the current year.
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REP. BARRY: Thank you.

CHAI RMAN KURK: Pl ease conti nue.

MR. SILVA: So that's our prepared remarks. |If there's any
ot her questions. We'Il turn it over to Marie and Len.

CHAI RMAN KURK: | don't believe so. Did you wish to turn it
over to Len and Marie?

MARI E MULLEN, Director of Finance, Departnent of
Transportati on: Thank you.

CHAI RVAN KURK: Good nor ni ng.

M5. MULLEN. Good norning. Thank you, Menbers. Thank you,
Chair and Menbers of the Committee. W'd like -- first, we'd
like to thank KPMG and their audit staff for a professional and
well-run audit. 1'd also like to thank Len, the Turnpike's
Busi ness Ofice, the Conptroller's Ofice, and Treasury for
their assistance during this audit. They were all very hel pful
in providing feedback on this and to cone to the concl usi on we
are at at this point.

I'"d like to offer sonme highlights fromthe Turnpi ke System
this past year. The Turnpi ke System saw nodest growth in FY14
with an increase of revenues of 1.3%and an overall increase in
traffic transactions of 3%to 111 mllion in transactions.

E- ZPass accounts now for 70.5% of all transactions through the
system w th Hanpton and Hooksett Open Road Tol ling Pl azas
| eadi ng that grow h.

Bond ratings continue to be strong for the system W have
A+ A-1 rating with a stable outlook. The ground | ease contract
entered into to redevel op the northbound and sout hbound Hooksett
Wel come Centers Rest Areas in Hooksett are substantially
conplete and will be operational either at the end -- by the end
of this nmonth or beginning in February in the northbound | anes
and for the southbound two to three weeks after that, which are
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both well ahead of schedule. They were scheduled to open in

April .

The Tur npi ke Construction Program as passed in HB 2014 is
on schedule with significant work conpl eted and underway in the
Bow Concord area, Manchester, and New ngton-Dover. W' d be happy
to answer any questions you nmay have regarding the audit at this
tinme.

CHAl RVAN KURK:  There bei ng none, thank you.

M5. MULLEN: Thank you.

CHAI RMAN KURK: Chair recogni zes Representative Weyler for
t he noti on.

** REP. WEYLER: M. Chairman, | nove we accept the report,
place it on file, and release in the usual nmanner.
REP. OBER: Second.

CHAI RMAN KURK: Seconded by Representative Cber. Discussion?
There being none, ready for the question? All those in favor
pl ease say aye? Qpposed? Modtion is adopted.

**% {MOT| ON ADOPTED}

CHAI RVAN KURK: The report will be released in the usual
course in accordance with Representative Weyler's notion. W now
turn to M. Smth.

MR. SM TH: Yes, M. Chairnman. Qur next audit was perfornmed
by our office. It's on the New Hanpshire Lottery Comn ssi on.
Joining ne at the table is JimLaRiviere. He's a Senior Audit
Manager for the LBA Audit Division. And representing the
Comm ssion will be Charles MiIntyre, the Executive Director, and
Kassie Strong, the CFO [I'Il turn it over to Jim

CHAI RMAN KURK: Good norning and wel come to you. Is this the
audit we're | ooking at?
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JAMES LARI VI ERE, Seni or Audit Manager, Audit D vision,
Ofice of Legislative Budget Assistant: Correct.

CHAl RVAN KURK: So colorful, so untraditional of
account ants.

MR. LARIVIERE: Good norning, M. Chairnman, and Menbers of
the Commttee. Again, for the record, ny name is JimLaRiviere.

We are here this norning to present the results of our
audit of the financial statenents contained in the Lottery
Comm ssi on's Conprehensi ve Annual Financial Report or CAFR for
Fi scal Year 2014. The CAFR, including the financial statenents,
is a responsibility of the Lottery Conm ssion's Managenent. Qur
audit work does not relieve Lottery Managenent of that
responsibility.

As i ndependent auditors, our responsibility is to perform
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.

Qur Auditor's Report and opinion can be found begi nning on
Page 15. W issued an unnodified opinion on the Lottery
Comm ssion's basic financial statenents, which includes the
notes to the financial statenents. An unnodified opinion is the
hi ghest | evel opinion an auditor can provide.

The information in the introductory and
statistical -- excuse ne -- statistical section of the CAFR was
not audited. And the information in the Managenent di scussion
and analysis in the financial section of the report was
not -- excuse ne -- was subject to limted audit procedures. As
a result, we express no opinion on any information other than
basic financial statements. However, no matters came to our
attention in our reading and consideration of the information
t hat caused us to believe that that information was inconsistent
with the basic financial statenents.
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Wth regard -- excuse ne -- with regards to required
di scl osure, we were satisfied with the qualitative aspects of
Managenent's accounting practices, including its accounting
policies sumarized in Note 1 of the report.

Estimates Used in Financial Statenent Disclosures. No
material uncertainties were noted. W al so received full
cooperation with the Lottery Comm ssion during the audit. And to
our know edge Managenent did not consult with other independent
accountants during Fiscal Year 2014 on issues related to the
audi t .

And, lastly, and inportantly, we do not propose any
material audit adjustments to the Lottery's financial statenents
as a result of our audit work.

I nside the back cover in the report are two separate
letters. The single-page letter contains a sunmary of a
significant yet immterial audit adjustnment we proposed to the
Lottery Comm ssion during the course of the audit. Lottery
Managenent chose not to make the adjustnent. Had Lottery
Managenent nmade the adjustnent, Lucky for Life Gane prizes
payabl e and prize expense woul d have been decreased by
2.3 mllion, and an additional 2.3 mllion would have been
avail able for transfer to the State's Education Trust Fund at
June 30'", 2014,

The second multi-page |etter presents the results of
certain agreed upon procedures we perfornmed on the Lottery's
operation of the Lucky for Life Gane. All states offering the
Lucky FOR Life Gane are required to have these procedures
perforned as a condition of ganme participation.

Finally, in accordance with Governnment Auditing Standards,
we wll also issue a report on the Lottery's internal control
over financial reporting in conpliance and other matters as a
byproduct of our audit of financial statenents. That report wll
be included in the Managenent Letter which will be presented to
this Conmttee at a future neeting.
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In closing, | would like to thank Executive Director
Charlie McIntyre and Chief Financial Oficer Kassie Strong and
the staff of the Lottery Comm ssion for their assistance during
the audit. And with your permi ssion, M. Chairman, 1'd like to
turn the presentation over to M. Mlintyre.

CHAI RMAN KURK: That's fine, but | do have one question
about the three or four page letter. On ItemD, | was very
surprised to read that you were haphazardly doing sonething. Did
you nean random y? Accountants are never supposed to
haphazardly do anyt hi ng.

MR. LARIVIERE: Right. Yes, we selected five different
dates to performthat specific procedure. W did not use a
random nunber generator system W, as the procedures called
for, as listed specifically in the procedures, it nmade reference
to using the haphazard approach.

REP. WEYLER: That's an official ternf

KASSI E STRONG Chief Financial Oficer, New Hanpshire
Lottery Comm ssion: Yes.

CHARLES MCI NTYRE Executive Director New Hanpshire Lottery
Commi ssi on: Yes.

CHAI RVAN KURK: Ckay. Thank you for clarifying that. M.
Mcl ntyre, wel cone.

MR. MCI NTYRE: Good norning, M. Chair, Menbers of the
Commi ttee. The m crophone noved so we won't nove.

W want to initially thank the folks at LBA for their
audit. Certainly, we welcone themyearly and they performtheir
task annually. And, certainly, the docunent speaks for itself
both in its conplexity and its accuracy of the nunbers, as well
as its design and prettiness. So | wel cone any questions from
the Chair, as well as Menbers of the Comm ttee. Thank you, sir.
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CHAI RMAN KURK: Thank you. The obvi ous question is what's
the story with the 2.3 mllion?

MR. MCINTYRE: Certainly, sir. Hum-- based off of general
accounting principles that we believe to be true, the gane is
desi gned to payout 60% O that 60% approximtely 38%is to go
to the top two prizes, one of which is a thousand dollars a day
for life, one of which is $25,000 a year for life. It is shared
by six states of which our percentage of that share is about 7%
give or take. W believed, as did one other state, that we would
have to accrue for that prize because it would ultimtely yield
a W nner or W nners over tinmne.

W conferred with both the Governnent Financial Ofice
Associ ation, as well as the Governnent Accounting Standards
Board, and both concurred with that finding, both pre and post
the finding. The transfer is going to occur. This $2.4 mllion
will, indeed, be transferred to the State on January 26'" when we
reconfigure the Lucky for Life Gane itself, as well as
reconfigure the math. We are going fromsix states to 15 states.
We are growing the gane, growing liquidity. So there will be 15
states now and a rmuch, nuch | arger popul ati on base. So our
requirenment in terns of the anount retained as reserve wll
transfer on January 26'" as part of our normal monthly transfer.

CHAI RVAN KURK: The full 2.4 mllion or some portion?

MR. MCINTYRE: The $2.4 nillion because, essentially, the
game math reconfigures. The odds of w nning change for us, as
well as -- we go from7%to, | believe, 1%in terns of the gane
liability. So it's either a question whether it's material at
t hat point because if it gets hit and we have a reserve. On
sone nonths that's a six or seven hundred thousand dol | ar
l[iability on a nonth-to-nonth basis.

CHAl RMAN KURK: So the Education Trust Fund will see this
nmoney during Fiscal 15?

MR MCI NTYRE: Yes, sir. That's correct.
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CHAI RVAN KURK: Thank you.

MR. MCINTYRE: It will be part of our January transfer which
transfers in February, the 20'" or 21%, dependi ng on which day.

CHAI RMAN KURK: How is this going -- how did this affect
your '14 nunbers for transfers versus budget and your '15
nunbers versus transfers to the budget?

MR. MCINTYRE: It had no inpact on our transfers '14 to
budget. It will nmakeup part or at least it will, hopefully, nake
us to the point where our budget for '15 will be what we
anticipated it woul d be.

CHAI RVAN KURK: And | didn't ask the question clearly. D d
you make your projections for '14 using your nethod for
accounting or were you under?

MR MCINTYRE: W did not. W woul d not nmake our nunber ' 14.
W wer e under.

CHAI RMVAN KURK: So if you had taken -- if you had accepted
the Auditor's opinion would you have made your nunbers for '14?

MR MCI NTYRE: Yes. W& woul d have made our nunbers. |t woul d
have been -- we would have exceeded it.

CHAI RVAN KURK: And are you going to exceed your nunbers for
"15 by 2.4 mllion?

MR. MCINTYRE: No. And the reason | suggest it is we undergo
a nunber of reserve by reallocations throughout the year and a
significant portion of our revenues derive fromthe essenti al
uncl ai med prizes that are won every year. Two percent of our
prizes that are part of our prize structure go unclainmed. So 2%
of our sales go as part of our profits to year end. So $290
mllion, we deal with about 5.8 mllion of our profit is
essentially tickets that folks just don't claimfor a nyriad of
reasons. So that is factored in in terns of part of our profit.
So this is not essentially new noney, M. Chair, this is
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essentially part of the normal course of business. If you | ook
towards the CAFR on Page 46, on the |ine which under revenues,

i nconme other than ticket sales, the vast mgjority of that would
be essentially tickets that don't go clained which revert back
to the State as unclainmed prizes and go to our bottomline as
profit. Like, for exanple, last two years sonebody bought a
Powerbal | ticket, didn't claimit. It was a mllion dollars and
it reverted towards the bottomline's profits after 365 days,
plus a day of waiting. And for any nunber of reasons they don't
claim They don't know they won, they threw it out, there was a
fire, there was a flood. It happens for any nunber of reasons.

CHAl RVAN KURK: After one year and a day, they cannot
| egally cone back and claimtheir prize?

MR. MCINTYRE: Yes, that's by operation of RSA, M. Chair.

CHAI RMAN KURK: Thank you. Further questions? Thank you.
Appr eci ate your report.

MR. MCINTYRE: Thank you, M. Chairnman and Conmittee.

CHAI RMVAN KURK: Chair recogni zes Representative Wyler for a
not i on.

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

REP. OBER: Second.

CHAI RMAN KURK: Seconded by Representative Cber. Discussion?
There being none, ready for the question? All those in favor
pl ease indicate by saying aye? pposed? The ayes have it and
the notion i s adopt ed.

***  {MOTI ON ADOPTED}

CHAl RVAN KURK: M. Smith.
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MR. SM TH: Thank you, M. Chair. The next audit by our
office was the -- within Departnment of Administrative Services
their Annual Report for their Internal Service Fund. Joining ne
to present the audit fromour office is Pam Veeder. She's a
Seni or Audit Manager. And also joining us will be fromthe
Departnment of Adm nistrative Services Conmm ssioner Hodgdon,

Cat heri ne Keane, the Director of Ri sk and Benefits, and Sarah
Trask, the financial analyst who did a |ot of work preparing
t hese financial statenents.

PAM VEEDER, Senior Audit Mnager, Audit Division, Ofice of
Legi sl ati ve Budget Assistant: Good norning, M. Chairman,
Menbers of the Commttee.

CHAI RMAN KURK: Good norning to you and wel cone to the
Fi scal Committee.

M5. VEEDER: Thank you. For the record, ny nanme is Panel a
Veeder, and we are here today to present the results of our
audit of the Internal Service Fund Financial Statenent contained
in the Annual Financial Report as of and for the Fiscal Year
ended June 30, 2014.

The Internal Service Fund hol ds the bal ances and activities
for enployee and retiree health benefits, workers' conpensation,
and unenpl oynent conpensati on. The annual financial report in
front of you, which includes an introductory section, a
Managenent di scussion and analysis, and the financial statenents
and note disclosures is the responsibility of the Departnent of
Adm ni strative Services' Mnagenent. Qur audit does not relieve
Managenent of its responsibilities. Qur responsibility is to
express an opinion on the financial statenent based on our
audi t.

Qur Auditor's Report and opinion can be found on Pages 4
t hrough 6. And as described in the opinion paragraph on Page 5,
we i ssued an unnodified opinion on these financial statenents.
And as referred to in prior presentation, the unnodified opinion
is coomonly referred to as an unqualified or clean opinion. The
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Audi tor's opinion covers the financial statements found on Pages
10 through 12 and the note disclosures starting on Page 13.

The sections of the annual financial report, other than the
Auditor's Report, again, are the responsibility of Managenent.
And whil e those sections, other than the financial statenents
and notes are not audited, they do receive limted review by our
office, largely for consistency of information in relation to
t he statenents and notes.

In accordance with Governnent Auditing Standards, we are in
the process of issuing a report on our consideration of the
Departnent's internal control over financial reporting,
conpliance, and other matters as it relates to this Internal
Service Fund. That report will be presented to the Conmttee at
a future neeting.

As noted in a prior presentation, or presentation today,
audi ting standards require we nake the followi ng additiona
di scl osures to you

We are satisfied with the qualitative aspects of
Managenent's accounting practices, estimtes, and financi al
statenent disclosures, including those accounting policies as
described in Note 1 of the Annual Report.

There were no di sagreements with Managenent on financi al
reporting and accounting matters that woul d have caused a
nodi fication to our Auditor's Report and opinion if not resolved
to satisfaction

We received the full cooperation of Departnent Managenent
and its staff during the course of the audit. To our know edge,
Managenent did not consult with other external accountants on
issues related to this audit. And, lastly, no materia
adjustnments to the accounting records were proposed.

Il would like to now refer you to the letter inserted in the
back of the report, and the letter is two pages and identifies

on Page 1 two significant, yet inmaterial, unadjusted or
JOINT FISCAL COMMITTEE

January 23, 2015



76

uncorrected errors in the financial statenents, identified by us
and di scussed with Managenent. And as noted in the descriptions
on Page 1, both of those uncorrected errors were -- affected
accounts recei vabl e anounts and revenue anounts. You have the
two descriptions there in the bullet. And as noted in the second
paragraph of the letter, Managenent chose not to adjust its
financial statenent for these immterial errors.

This conpl etes our portion of the presentation. | would
like to thank the Departnent of Adm nistrative Services
managenent and staff for their help and cooperation during the
course of the audit. And wth your perm ssion, certainly we'll
take any questions, and with your permssion, like to turn it
over to the Departnent for their coments.

CHAI RVAN KURK: Questions at this tine?

REP. OBER: No.

CHAI RVAN KURK: Pl ease.

M5. HODGDON: | would just like to thank the folks that are

with nme here. | know Cassie has sone remarks. This is a new
audit. Senate Bill 222, added this as an additional audit so
Li quor, Lottery, and Turnpi kes that are done you'll now hear

fromthe Internal Service Fund every year when this work is
done. And | just want to repeat that Karen did say we had eight
hours left before the end of the Decenber 31°' date. So

this -- happy to present this information to you; but, again, an
addi ti onal wor Kkl oad.

REP. OBER: That was your pronotion for the day.

CATHERI NE KEANE, Manager, Bureau of Ri sk and Benefits,
Departnment of Admi nistrative Services: Good norning. First, |I'd
like to address the adjustnents that we have since made but did
not make. And, in part, we didn't make them because it was tied
to the CAFR and then comrents that the Comm ssioner just nade.
But I did want to assure you that we did post the revenue that

came fromthe -- our prescription drug rebates. And they were
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posted in Fiscal 15. Also, there was a reference to an
unrecorded recei vabl e of $594, 000, and we are in the process of
wor ki ng on making that adjustnent. So | do want to assure you
that that is in place.

W also would like to thank the LBA for their work with us.
This is the first time that the Enployee and Retiree Health
Benefit Plan has produced a financial report. So it was a new
process for us, and we did work in partnership and it was a
positive experience. | do want to just take a noment and say
that we are very proud of our achievenents in the health benefit
plan this year. W began Cal endar Year 14 with major changes in
t he Enpl oyee Health Benefit Plan. For the first tinme we
i mpl enent ed a deductible, and the deductible was $500 an
i ndi vidual and $750 for a famly. So it was a maj or change in
not just how our benefits were adnmi ni stered but how our
enpl oyees were utilizing their benefits, and we've had very
positive experience.

VWhat we saw was that we inplenented a nodel called Site of
Service with our partner Anthem and it incentivized our
enpl oyees to utilize specific kinds of providers that are call ed
Site of Service for |lab services and for anbul atory surgery
services. And the significance of this is these providers are
| ow- cost providers, charging the plan | ess noney. But -- and the
incentive for the enployees if they used these |owcosts
providers that they wouldn't have a deductible charged to them
So that's been a win/win for the plan.

Al so, we've seen increased utilization of Conpass, which is
anot her plan that incentivizes our enployees to go to |ocal cost
providers. And what they do with certain procedures is cal
Conpass or go on-line and | ook at Conpass and find out where the
| ow- cost providers are. And if they choose to get their
procedure perforned at that | ow cost provider, they get a cash
incentive. But it nets out to a savings to the State. And in
Cal endar Year 14 through Novenber we saved $3.6 million in
nmedi cal clainms to the plan because of the increased utilization
of the Conpass Program
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So we feel very positive about the changes that were made
and the managenent that was done to get the word out and for our
enpl oyees to participate in these prograns.

One question that we've had in the past when we cane before
Fiscal is how are we doing with the savings that were expected
or projected to be produced by the changes in the health benefit
pl an. And over the course of 18 nonths, which would have been
January ' 14 through June of '15, there was a total projection of
$10.3 million. W' ve now conpleted 12 nmonths of that 18-nonth
period for Cal endar Year 14, and we have net the 12-nonth target
projection of $6.8 million. And, in fact, we are runni ng ahead.
And our savings as of now are $14.8 million, and it's quite
significant. You can't attribute it all directly to the fact
that we just had a change in health benefit plan with the
deducti bl e. For exanple, Conpass is one of the mmjor exanples of
why we m ght be running ahead, because people are -- are
t hi nki ng nore about what kind of services they need. Are they
eligible to, A avoid a deductible by going to Site of Service
or can | get an incentive check called Conpass, go to a | ower
cost provider, cost the plan | ess noney.

So we feel very positive about the direction we're going
in. We work all the tine to try and control costs. Recently, we
renegotiated our contract with Anthemto build a mllion dollar
savings into this Cal endar Year Fiscal 15, and, also, to extend
the plan for two -- the contract, pardon ne, for two nore years
and that will incorporate an additional mllion dollar savings
in each of those two years. So that's where we get to a total
$3 million savings for the Anthem contract. So we're working
hard for you and wel cone any questi ons.

CHAI RMAN KURK: Thank you very nuch. Always nice to hear
peopl e who have people come before us bringing nulti- mllion
dollars gifts.

M5. HODGDON: Just wanted to nention to fol ks, sone of you
may remenber this, that the $10.3 million that Cassie refers to
that 18-nonth savings was part of how we funded the raise. So
when you | ook at the worksheet, there was the cost of the raise
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and part of that was fromchanges to the health plan. So we
really need to save the 10.3 because it's part of the overal
cost. So the fact that we're nore than on track to do that is
very good news. But | just want to nake sure fol ks knew sone of
that's al ready been spent.

REP. WEYLER: | thought would that be for extra people in
your office.

CHAI RMVAN KURK: | thought that was going to Conmm ssioner
Tounpas so he wouldn't have to take $7 million. Wy a groan
folks? | would have expected a cheer

REP. WEYLER: Lots of places noney can be used.

CHAI RMAN KURK: Senator Forrester.

SEN. FORRESTER: Thank you for the presentati on.
Comm ssioner, with these changes has that addressed the val ue of
the plan so we don't have to worry about that Cadillac Tax in
the future?

M5. HODGDON: It certainly helped to address it and it has
bent the cost curve, but it hasn't elimnated the concern that

there will be a Cadillac tax. | wish | could tell you exactly
what that nunber is. But until the Federal Governnent says what
the regul ations are on how that's calculated, | don't know

exactly what that nunber is. Certainly, with the Retirees'

Heal th Pl an, the proposal that we bring before you won't have a
Cadillac Tax. So we understand that that area that it wll be
elimnated. But with the active enpl oyees, until we know the
regul ations we don't really know how bad it is.

SEN. SANBORN: M. Chair.

CHAI RMAN KURK: Senat or Sanbor n.

SEN. SANBORN: M. Chair. Conmm ssioner, thank you. | think
I"'ma little confused. The Gty of Manchester has conme up with
what their tax is. Are they | ooking at nunicipalities versus
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state organi zations differently? 1s there sonething going on
with the interpretation of the tax?

M5. HODGDON: The regul ations on exactly how you cal cul ate
it are not out there yet. So we've been working with our
Congr essi onal del egation with sone urgency. So | don't know what
the Gty of Manchester has done, but ny guess would be that they
did an estimation. So there's a nunber out there for a single
and a nunber for famly. And -- but we have -- we have a third
tier so we have an enpl oyee plus one plan. W don't know whet her
we blend that with famly. W're not sure how that's going to be
calculated. | don't knowif the City of Manchester has only two
tiers and doesn't have that third tier.

What we're asking the Congressional delegation is to have
some consi deration for New Hanpshire and the northeastern states
because our nedical costs are higher, and they're known t hat

they' re higher. And, for exanple, in the Medicaid -- in the
Medi care world, there's sonething called a DRG rate. And
there's -- it's Nick Tounpas' world. And there is a recognition

that the northeast is higher, and so they do an adjustnent on
the DRG rate. We're hoping for sonmething simlar for New
Hanpshire and the other New Engl and states. So, for us, it's a
guestion of what happens to the enpl oyee plus one rate and what,
you know, woul d they consider sonme kind of an adjustnent because
of the nore expensive northeastern area.

SEN. SANBORN: Thank you, ma'am Thank you, Chair.

CHAI RVAN KURK: | do have a question. On Page 18 under
prescription drug third-party adm nistrator, there's a contract
for $174 million. Is that just for adm nistering prescription
drugs or does it include the cost of some drugs?

M5. KEANE: It does include the cost of the prescription
drug clains. So it does include it.

CHAl RMVAN KURK: So we have a self-insured plan and now we've
i nsured one conponent of it?
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M5. KEANE: No. W self-insure the plan, but our contract
with Express Scripts includes the admnistrative cost but also
the cost of the prescriptions that are purchased by nenbers of
t he pl an.

CHAI RMAN KURK: So if sonme nenbers of the plan go on sone
very, very, very expensive prescriptions, that's picked up by
t hem and not us?

M5. KEANE: No, it is picked up by us because we are
self-insured. That's why we carefully nonitor what our
expendi tures are, what's happening with utilization, and work
both internally and through the collective bargai ning process to
respond to what's happening with utilization and costs.

CHAI RMAN KURK: So is this self-insurance? And, I'msorry, |
just didn't understand how such a | arge nunber could only be for
admnistration. And if it includes drugs, then --

M5. KEANE: Okay. | think it's because -- pardon ne -- the
words omt the fact that it -- the 174 million is for the
adm nistration and it should say and the clains cost.

CHAI RVAN KURK:  And?

MB5. KEANE: And the clains costs.

REP. UMBERGER: And the drugs.

CHAI RMAN KURK: That's what | thought it neant.

MB. KEANE: Yes.

CHAI RMAN KURK: That neans that if there are very expensive
drugs that are prescribed, the State doesn't pay for that
expense. That's billed to and paid for and within the 174
mllion we are giving to Express Scripts.

M5. KEANE: This refers to our contract with Express Scripts

that's approved by Governor and Council. And it refers -- the
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174 mllion refers to the anmount of spending that was authorized
by Governor and Council. So if we were to exceed that or to be
on track to exceed that, we would have to go back to Governor
and Council for an anendnent to extend our authority to spend.

CHAI RMAN KURK: "1l speak to you | ater

M5. KEANE: Okay, sorry.

CHAI RMAN KURK: Thank you. Further questions?
Representative Wyl er.

REP. WEYLER: We've gotten sizeable rebates fromsone of the
phar maceuti cal conpanies in the past. Are we still eligible for
those even with this contract?

MS. KEANE: Yes, we are. Yes, we are.

REP. WEYLER Thank you.

CHAI RMAN KURK: There being no further questions, the Chair
recogni zes Representative Weyler for a notion.

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

REP. OBER: Second.

CHAI RVAN KURK: The notion having been nmade and seconded, is
t here any di scussion? There being none, ready for the question?
Al'l those in favor please indicate by saying aye? QOpposed? The
ayes have it and the notion is adopted.

***  {MOTI ON ADOPTED}

CHAI RMAN KURK:  Thank you all very much. Congratul ati ons on
a first effort.

M5. KEANE: Thank you.
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CHAl RVAN KURK: M. Smith.

MR. SM TH: Yes, thank you, M. Chairman. Qur |ast audit
today will be the State Liquor Comm ssion. And to present the
audit fromour office is Jean Mtchell. She is the Senior Audit
Manager on this job. And joining ne fromthe Commi ssion is
Chai rman Joseph Mol lica, Steve Kiander, Chief Financial Oficer.

CHAl RVAN KURK: Wel cone to Fiscal Committee.

JEAN M TCHELL, Senior Audit Manager, Audit Division, Ofice
of Legislative Budget Assistant: Good afternoon, M. Chairman
and Menbers of the Commttee. My nane is Jean Mtchell. 1'm
here to present the 2014 Annual Report of the Liquor Comn ssion.

The report, including the financial statement, is the
responsibility of the Liquor Conm ssion's Managenent. None of
our audit work would relieve Managenent of that responsibility.
The Auditor's responsibility is to conduct an audit in
accordance with professional standards to obtain reasonable
assurance about whether the financial statenents are free of
materi al m sstatenent.

Qur Auditor's Report can be found -- our Auditor's opinion
can be found on Pages 5 through 7 of the report. As noted on
Page 6 is the opinion paragraph. The Liquor Conm ssion received
an unnodi fied or better known as an unqualified or clean
opinion. This is the best opinion that they can receive.

The financial statements can be found on Pages 15 through
17 of the report, follow ng the Managenment di scussion and
anal ysis section. The Auditor's opinion covers the financial
statenents and the related notes. The introductory section of
the report was not audited. The Managenent discussion analysis
was subject to limted audit procedures largely for consistency
of the information in relation to the financial statenents and
not es.

W will also be issuing you our consideration of the Liquor

Comm ssion's internal control over financial reporting
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conpliance and other matters based on our audit of the financia
statenents performed in accordance with Governnent Auditing
Standards. This will be included in the Managenent Letter that
will be presented to the Conmttee at a | ater neeting.

Al'l of the general disclosures that many of the previous
presenters have already spoken to also apply to the Comm ssion.
They include the foll ow ng:

The significant accounting policies used by the Liquor
Comm ssion are as described in Note No. 1. We are satisfied with
the qualitative aspects of Managenent accounting practices,
i ncl udi ng accounting policies and estimates, as well as
financial disclosures. And no material uncertainties were
noted. W had no di sagreenments with Managenent on financi al
accounting and reporting nmatters that woul d have caused us to
change our audit opinion if they had not been satisfactorily
resol ved.

We had the full cooperation of Managenent and staff
t hroughout the audit. And to our know edge, the Comm ssion did
not consult w th any other independent auditors about
financially related matters during the 2014 audit. And as a
final and inportant item 1'd like to note that we do not
propose any material audit adjustnments to the Liquor
Comm ssion's financial statenent. As a result of our work, there
was no significant uncorrected m sstatenents that would require
a separate letter to communicate with you. That's why you do not
have a separate comrunication for this audit.

That concludes ny presentation, and 1'd |ike to thank the
Comm ssi on, Managenent and staff, for all their assistance
during the audit. And, M. Chairnman, with your permssion, |'l]
turn the presentation over to Steve Kiander who will provide
Managenent's perspective on the report.

CHAI RVAN KURK: Thank you.

STEVE KI ANDER, Chief Financial Oficer, New Hanpshire

Li quor Conm ssion: Thank you, Jean. Menbers of the Conmttee,
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for the record, my nane is Steve Kiander, Chief Financial
O ficer at the Liquor Conm ssion.

W want to thank the LBA once again for the Fiscal Year
2014 audit of our financial statements. The group |led by Jean
Mtchell was very professional, and we appreciate their patience
during a very active tinme at the Liquor Comm ssion. Wuld al so
like to extend a thank you out to ny staff and anyone who al so
contributed to the report.

Fi scal 14 was anot her banner year for the Liquor
Conmi ssion. Sales were up $23 mllion over the previous year to
a record 626 -- 626.9 mllion. As you know, the Liquor
Commi ssion is an enterprise fund, and we receive an annual
appropriation fromthe Legislature to neet our day-to-day
operations as provided in RSA 176. Any additional year-end
requirements are supported by the excess of cash receipts over
transfers to the General Fund. As a result, the net position of
t he Li quor Comm ssion consists solely of our capital assets net
of related debt which was 9, 743,000 at Fiscal Year 14.

During the year, the Liquor Conm ssion distributed
148.6 mllion to the General Fund for Fiscal 14. And during
Fi scal Year 14, we transitioned to our new contracted warehouse.
The state-of-the-art warehouse houses all our products for
i medi ate distribution to our store and whol esal e |icensees.
Si mul t aneously, the Liquor Conm ssion ceased the operations of
its bail nment-owned war ehouse in Concord.

At June 30, 2014, as you all are aware, we had two stores
on 93, Hooksett North and South, which were under construction
and as of now they're operational.

I want to thank you again and if you have any questi ons,
I'"d be happy to answer them Qur report will be available on the
Li quor Conmmi ssion's website.

CHAI RMAN KURK: Thank you, sir. Are there questions from
menbers of the Commttee.
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REP. OBER: No.

SEN. D ALLESANDRO: If | mght, M. Chair.

CHAl RVAN KURK: Senator D Al |l esandro.

SEN. D ALLESANDRO Just kudos to the Comm ssion for the
great work, particularly on the north and sout hbound I anes of
the F.E. Everett Turnpike. Those stores are magnificent in
ternms of the inprovenent. | was around when we built the
tenporary stores in the 1970's. And the facilities are wel com ng
and the other anenities, the rest roons are nmagnificent as
conpared to what we had in the past. That's a marked
i mprovenent. | think the traffic pattern will be very, very
positive in ternms of the anenity that's now provided for the
citizens of New Hanpshire, as well as our visitors from
out-of-state. So kudos in terns of getting that done and to the
Common Man for the kind of work he and his partners have done to
put that together.

I mght remark | did have himas a ninth grade student in
hi gh school ; and everything he | earned in ny business class.

CHAI RMAN KURK: Senator D Al l esandro, everybody in this
state seens to have been a student of yours at one tine or
anot her.

REP. WEYLER O coached by you.

SEN. D ALLESANDRO You know, |ongevity has its val ue.

CHAI RMAN KURK: Furt her questions or comrents or kudos?
There bei ng none, the Chair recognizes Representative Wyler for
a notion.

*x REP. WEYLER: Thank you, M. Chair. | will nove we accept
the report, place it on file, and release in the usual nmanner.

REP. OBER: Second.
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CHAI RVAN KURK: The notion having been nmade and seconded, is
there any further discussion? There being none, you ready for
the question? Al those in favor please indicate by saying aye?
Opposed? The ayes have it and the notion is adopted.

*** {MOTI ON ADOPTED}

CHAI RMAN KURK: Thank you all very nuch.

MR. MOLLI CA: Thank you very much

CHAI RMAN KURK: M. Patti son.

REP. OBER: Next neeting.

CHAI RVAN KURK: W shoul d be neeting, what is this, the
third? This is the third Friday. Wat's the tradition?

MR. PATTI SON:  Usual |y been running about four, five weeks
bet ween neeti ngs.

CHAI RMAN KURK: |s there any way we could skip a nonth if we
did certain things?

VR. PATTI SON:  Sure.

CHAI RMAN KURK: Unl ess business requires it.

MR. PATTI SON:  Four weeks woul d take to you the 20'" of
February. Five weeks would take you to the vacati on week.

REP. OBER: We better make four weeks now.

MR. PATTI SON: Si x, obviously, would be the end of the first
week in March.

REP. OBER: Pl ease, February 20'", not March 6'".

VR, PATTI SON: | believe there's invitations out to severa
| egi sl ators for the 20N
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CHAI RMVAN KURK: Yes, why don't we do it six weeks.

REP. OBER: No, not the first week in March.

CHAI RVAN KURK: How about the first week in April?

REP. OBER: That m sses two nont hs.

MR. PATTI SON: You also don't have to do it on a Friday.

CHAI RVAN KURK: Are all nenbers goi ng on vacation during
vacation week?

SEN. LITTLE: | am

SEN. D ALLESANDRO: | am

REP. OBER: Mary Jane is as well.

CHAI RVMAN KURK: Okay. What's your preference? The 20'"
doesn't work for at |least two of us, three of us, so.

REP. EATON: 167

MR. PATTISON: |If you can't work it out right now, you can
work it out and we will, as | said, we'll put it out on the web.

CHAI RMAN KURK: W are all together now.

REP. WEYLER: 16'" is President's Day. | don't know the place
will be closed or not.

REP. UMBERGER: Yes.

CHAI RVAN KURK: How about Thursday, the 19'"? Does that
work? If we did it in the afternoon. February 19'" is a
Thur sday.

SEN. LITTLE: Session day.
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REP. UMBERCGER: In the afternoon.

SEN. D ALLESANDRG I n the afternoon, M. Chairnman. Because
probably 10 o' cl ock sessi on.

SEN. LITTLE: Who knows, coul d be done by then.

SEN. D ALLESANDRO Usually we are. Maybe a 3 o' cl ock
nmeet i ng.

REP. EATON. Early enough in session for you guys you' d be
done by one or two.

CHAI RVAN KURK: Do you expect any -- we are not going to
have audits, right?

REP. OBER: How about Tuesday of that week?

CHAI RVAN KURK: How | ate, 3 o'clock?

SEN. D ALLESANDRG Three o' cl ock.

MR. PATTI SON: W have presentation on the 529 Uni que
Plans. Those are usually fairly brief.

CHAl RVAN KURK: Ckay. You're not expecting a huge nunber of
transfer requests?

MR PATTISON: | can't -- | can't -- | have no idea.

CHAI RMAN KURK: Let's do it Thursday at three.

REP. OBER: G ve us that date again?

CHAI RVMAN KURK: Thursday, February 19'" 2015, at 3:00 p. m
That will be the next nmeeting date for the Fiscal Conmttee. Is
t here any ot her business to cone before us? There being none we
st and adj our ned.

JOINT FISCAL COMMITTEE

January 23, 2015



(Adj ourned at 12:25 p.m)

JOINT FISCAL COMMITTEE

January 23, 2015

90



91

CERTIFICATION

1, Cecelia A Trask, a Licensed Court Reporter-Shorthand, do
hereby certify that the foregaing transcript is a true and accurate
transcript from my shorthand notes taken on said date to the best of

my ability, skill, knowledge and judgment. L
S OURT o Y
STt
SE %%
p 59 e
T N =
(J: codi 78 f“7/m4féx' =" wE
Ceocelia A Trask, LSRR, RMR, CRR ‘%,‘*‘-;% FE
- o . % '
State ol New Hampshire %y, OF 1 %hﬁi{c‘:‘"
%‘,fg EW \\ﬁ‘\‘
TN

License No., 47



