JO NT FI SCAL COW TTEE

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

Thur sday, February 19, 2015

MEMBERS PRESENT:

Rep. Neal Kurk, Chair

Rep. Lynne Qber

Rep. Kenneth Weyler, Cerk

Rep. G ndy Rosenwal d

Rep. Dani el Eaton

Sen. Jeanie Forrester, Vice-Chair
Sen. President Chuck Morse

Sen. Cerald Little

Sen. Andy Sanborn

Sen. Lou D All esandro

(The neeting convened at 3:08 p.m)

(1) Acceptance of Mnutes of the January 23, 2015 neeting.

CHAI RVAN KURK: Good afternoon, everyone. Like to open the
February 19'", 2015, neeting of the Legislative Fiscal Committee.
The first itemon our agenda —good afternoon to all nenbers, by
the way —the first itemon our agenda is the acceptance of the
m nutes of the January 23'9, 2015, neeting.

** REP. EATON: Mbve approva
REP. OBER:  Second.

CHAI RMAN KURK: Representative Eaton noves, seconded by
Representati ve Gber that we approve those mnutes. Discussions?
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 and the m nutes are approved.

***  {MOTI ON ADOPTED}

(2) 4 d Business:




CHAl RVAN KURK: W now turn to O d Business and the Chair
recogni zes the Assistant Attorney Ceneral, Ms. Rice. |
apol ogi ze, Ms. Rice, is it Deputy?

ANN RI CE, ESQ , Deputy Attorney General, Ofice of Attorney
CGeneral, Departnent of Justice: It is, but that's fine.

CHAI RVAN KURK: Good afternoon.

M5. RICE: My understandi ng was that we were not expected to
be here on the issue that was brought up at the last Fisca
nmeeting only because there had been discussions on this so |I had
not prepared anything.

CHAI RMAN KURK: Representative -- excuse ne. Senator
Sanbor n.

SEN. SANBORN: Thank you, M. Chair. Deputy, | appreciate
that; but | know you are an exceptionally capable wonman so we'd
| ove to have a conversation, |I'mthinking.

M5. RICE: |'m happy to have a conversation

CHAI RVAN KURK: Wul d you care to start the conversation,
Senat or ?

SEN. SANBORN: | will defer to Senator Forrester, unless you
woul d |i ke nme to.

CHAI RMAN KURK: Senator Forrester.

SEN. FORRESTER: All right. Thank you for comng. | think it
was during the last Fiscal Conmttee neeting we had
asked -- soneone had asked the Conmm ssioner of Health and Human
Services by what authority did he have to take the 7 mllion
fromthe nursing honme and other lines. And what | recall him
saying is that the Attorney General said he had the authority.
And we asked at that tine if we could have sonebody fromthe

Attorney Ceneral's Ofice cone and tell us by what authority.
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That didn't happen, but we were told that a letter would cone
outlining by what authority they were claimng. So we were
expecting either you or a letter to explain that to us.

M5. RICE: And | apologize. My understandi ng was that the
Attorney General has since that time had a neeting with
Representative Kurk and others and that fromthat neeting there
was not any expectation of sonething further. So that's why
there was no letter comng, but I will certainly see what | can
provide for you

In terns of we have | ooked at that issue, and | do have to
say public discussion about this may be ill-advi sed because
there may be a lawsuit on this. So by discussing this in a
public forumlike this, it does create sone problens for us in
terns of if there is a lawsuit and putting our position out in
the public. 1'mhappy to have that discussion, but I do want to
alert the Conmittee that there is a risk in doing so.

CHAI RMAN KURK: Ms. Rice, maybe it m ght be helpful if the
Attorney General or you nmet with Senator Forrester and, perhaps,
Senat or Sanborn, and Senator Mrse, and have the di scussion
you' re tal king about rather than raise the issue and di scuss the
i ssue here.

M5. RICE: Be happy to do that.

CHAI RMVAN KURK: That seens to be satisfactory so thank you
very much.

M5. RICE: Thank you.

CONSENT CALENDAR
(3) RSA 9:16-a, Transfers Authorized:

CHAI RVAN KURK: W now turn to item nunber three, transfers
aut hori zed under RSA 9:16-a. This is Fiscal 15-030, a request
fromthe Departnent of Safety to transfer $310, 000.

*x SEN. D ALLESANDRO Mbve the item
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REP. EATON: Second.

CHAI RMAN KURK: Discussion. AmI| correct that this is just
transfers within the Departnment? There is no additional noney
going into this?

REP. EATON: Ri ght.

SEN. D ALLESANDRO Ri ght .

JEFFRY PATTI SON, Legi sl ative Budget Assistant, Ofice of
Legi sl ati ve Budget Assistant: Yes.

CHAI RVAN KURK: Further discussion? There being none, are
you ready for the question? The notion is to approve Fiscal
15-030, the Departnment of Safety. If you're in favor of that
notion, please now indicate by saying aye? Qpposed? The ayes
have it and the notion carries.

*** {MOTI ON ADOPTED}

REP. OBER: M. Chairman, has every item been renoved from
Consent ?

REP. EATON: Haven't gotten there yet.

(4) RSA 9:16-c, |, Transfer of Federal G ant Funds:

CHAI RMAN KURK: The next itemis item nunber four under RSA
9:16-c, Transfer of Federal Grants. There are two itenms on this
Consent Cal endar item Does anyone wi sh to renove either of
t hese?

*x REP. EATON: Mve approval

REP. ROSENWALD: Second.

CHAl RMAN KURK: | think these -- | think we shoul d be
tabling these.
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MR. PATTI SON: These are existing Federal funds within their
budget .

CHAI RMAN KURK: These are strictly transfers?

MR, PATTI SON: Correct.

CHAI RMAN KURK: (Okay. |Is there a notion to accept and
approve the Consent Cal endar?

*x REP. EATON. So nove.

CHAI RVAN KURK: Moved by Representative Eaton, seconded by
Representati ve Rosenwal d. Di scussi on? There bei ng none, are you
ready for the question? Representative Eaton.

REP. EATON: Are you noving the entire Consent Cal endar or
just (4)?

REP. WEYLER: Nunber four is all we can nove.

CHAI RMAN KURK: Number four consisting of two itens. Both
items. 15-016 -- excuse ne. Fiscal 15-016 and Fiscal 15-031
Both of those are covered by this notion

REP. OBER: Yes, we are in agreenent.

CHAI RVAN KURK: Everyone understands that, for the entire
item nunber four. If you are in favor of that notion, please now
i ndi cate by saying aye? Qpposed? The ayes have it and the
notion is adopted and Fiscal 016 and Fiscal 031 are approved.

*** {MOTI ON ADOPTED}

(5) RSA 9:16-c, |, Transfer of Federal Grant Funds and RSA
14-30-a, VI Fiscal Commttee Approval Required for
Accept ance and Expendi ture of Funds Over $100, 000 from
Any Non- St ate Source:
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CHAI RMVAN KURK: Mbving now to item nunber five on the
agenda. This is Fiscal 15-017 for the Departnent of Safety under
RSA 9: 16-c.

** REP. EATON: Mbve approval.

SEN. D ALLESANDRGC Second.

CHAI RMVAN KURK: Moved by Representative Eaton, seconded by
Senator D Allesandro that Item 15-017 be approved. Di scussion?

SEN. PRESI DENT MORSE: M. Chairman, can we recess?

CHAI RVAN KURK: At the request of Senator Morse, we wll
stand in recess for a few m nutes.

(Recess taken at 3:15 p.m)
(Reconvened at 3:19 p.m)

CHAI RVAN KURK: The nmotion -- Committee will come out of
recess. The notion before us is to approve Item 15-017 fromthe
Departnment of Safety. Al those in favor, please indicate by
sayi ng aye? Opposed no?

CHAl RMAN KURK: The nos have it and the npotion fails.
The Chair recogni zes Senator --

REP. WEYLER: VWhat was the vote, 6 to 5?

CHAI RMAN KURK: | hope it's not 6 to 5.

REP. EATON: Shoul d have been a 5/5 tie.

CHAI RMAN KURK: Soneone |ike a show of hands? All those in
favor of the notion to accept Item 15-017. One, two, three.
Opposed? Three being in favor, seven being opposed, the notion
fails.

**% {MOTI ON FAI LS}
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CHAI RMAN KURK:  The Chair recogni zes Senat or Sanborn for a
not i on.

* % SEN. SANBORN: Make a notion to table.

CHAl RVAN KURK: |s that seconded?

SEN. FORRESTER: Second.

CHAI RVAN KURK: Moved by Senator Sanborn, seconded by
Senator Forrester to table Item Fiscal 15-017. Al those in
favor, please indicate by saying aye? Qpposed? The ayes have
it and the notion carries and that itemis tabl ed.

*** {MOTI ON TO TABLE ADOPTED}

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

CHAI RVAN KURK:  We now turn to item nunber six on the
Consent Cal endar. The Chair recogni zes Senator Sanborn for a
not i on.

*x SEN. SANBORN: Thank you, M. Chair. | nove tabling of the
Consent Cal endar item nunber six.

CHAI RMAN KURK: Senat or Sanborn noves, seconded by Senator
Forrester that item consent -- excuse ne -- Item (6) on the
agenda be tabled. That consists of four itens; Fiscal 15-012,
019, 020 and 038. The notion is to table those four itens. Ready
for the question?

Al those in favor, please indicate by saying aye?
Opposed? The ayes have it and the notion carries and those four
items are tabled.

*** {MOTI ON TO TABLE ADOPTED}
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(7) 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:  We now turn to item nunber seven on the
agenda. Fiscal Committee approval required for acceptance of
expendi ture of funds over $100,000 from any non-state source
under RSA 14:30-a. There are four itens; 15-018, 021, 032, and
033. The Chair recogni zes Senator Sanborn for a notion.

** SEN. SANBORN: Thank you, M. Chair. | nove we table consent
i tem nunber seven

CHAl RMAN KURK: |s there a second?

SEN. FORRESTER: Second.

CHAI RMAN KURK: Senator Forrester seconds. You ready for the
guestion? The notion before us is to table consent item
nunber -- excuse nme -- agenda item nunber seven on the Consent
Cal endar, four itens. If you're in favor of that notion, please
now i ndi cate by saying aye? Qpposed? The ayes have it and the
noti on passes and those four itens are tabled.

*** {MOTI ON TO TABLE ADOPTED}

(8 RSA 124:15 Positions Restricted:

CHAI RVAN KURK:  We turn now to nunber (8) on the agenda,
Positions Restricted, one item Fiscal 15-022 fromthe
Departnment of Justice. Is there a notion? Senator Sanborn.

* % SEN. SANBORN: | nove to table, M. Chair.

SEN. FORRESTER: Second.

CHAI RMAN KURK: Senat or Sanborn noves to table. Senator
Forrester seconds the notion. This is under (8).
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REP. OBER (8).

CHAI RVAN KURK: Fi scal 15-022.

SEN. D ALLESANDRO M. Chairman.

CHAl RMAN KURK: This is not debat abl e.

SEN. D ALLESANDRO | just want a parliamentary inquiry.

CHAI RMAN KURK: Senator D Al |l esandro.

SEN. D ALLESANDRO Sone of these itens have a direct effect
on the ability of the State to function. This particular item
tal ks about a juvenile investigator position. It seens to ne if
we are inhibiting an agency's ability to do its job by tabling
this, we are taking the safety and security of New Hanpshire
citizens into our hands. | find that to be very discouragi ng and
very di sconcerting.

CHAI RVAN KURK: Thank you for your parlianentary inquiry,
Senat or.

SEN. D ALLESANDRO You're very wel cone, M. Chair.

CHAI RMAN KURK: The notion is to table item nunber eight,
Fi scal 15-022. If you're in favor of that notion, please now
i ndi cate by saying aye? Qpposed? The ayes have it and the
notion carries and that itemis tabl ed.

***x  {MOTI ON TO TABLE ADCPTED}

(9) RSA 14:30-a, VI Fiscal Comm ttee Approval Required for
Accept ance and Expenditure of Funds Over $100, 000 from
Any Non-State Source and Chapter 3:7, Il, Laws of 2014,
Department of Health and Human Servi ces; Contracting;
Transfer Anpbng Accounts:

CHAl RMAN KURK:  We turn now to item nunber nine on the

agenda under RSA 14:30-a. Again, Fiscal Commttee approval
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required for itens over $100,000 in non-state sources. This is
Item 15-034 fromthe Departnent of Health and Human Servi ces.
Senator Sanborn is recognized for a notion

** SEN. SANBORN: Thank you, M. Chair. | nove to table.

SEN. FORRESTER: Second.

CHAI RMAN KURK: Seconded by Senator Forrester. Are you ready
for the question? Al those in favor, please indicate by saying
aye? QOpposed?

Show of hands, please. Al those in favor of the notion to
tabl e? Thank you. Al those opposed? The vote being 7 to 3,
the notion carries and Item 15-034 is tabled.

***  {MOTI ON TO TABLE ADOPTED}

(10) RSA 177:2, 11, Cosing of State Stores:

CHAI RVAN KURK:  We now turn to item nunber ten on the
agenda, Fiscal 15-026 fromthe New Hanpshire Liquor Comn ssion
requesting approval of the Indirect Cost Allocation Plan for
State Year 2015.

*x SEN. D ALLESANDRO: Move the item

CHAI RVAN KURK: Senator D Al l esandro noves we approve the
item Is there a second? Senator Eaton -- excuse
me -- Representative Eaton seconds. Representative Cber.

REP. OBER: | would |Iike the agency to explain why they were
so late in giving us this. This is well beyond their deadline.

CHAI RVAN KURK: |s there someone fromthe Liquor Conm ssion
who is ready to address this? Good afternoon, folks. Thank you
for being here.

JOINT FISCAL COMMITTEE

February 19, 2015



11

STEVE Kl ANDER, CPA, Chief Financial Oficer, Financia
Managenent Divi sion, New Hanpshire Liquor Conmm ssion: Good
aft ernoon, Chairnman KurKk.

MARY ELLEN EMVERLI NG Adnmini strator 11, Financia
Managenent Di vi si on, New Hanpshire Li quor Conmm ssion: Good
af t er noon.

MR. KI ANDER: For the record, ny nane is Steve Ki ander.

M5. EMMERLING My nane is Mary Ell en Emmerling.

CHAI RMAN KURK: Representative Qber.

REP. OBER | would like to understand why you are so |late
with this. | believe you' re about seven nonths late with this,
and | don't think you' ve been here seven nonths, Steve, so you
may not know what caused the original delay.

MR. KI ANDER: One year ago we presented the Indirect Cost
Al'l ocation Plan as we are today, and that was within two nonths

of arriving. And this one is late and it is -- it's -- we -- we
recogni ze that this has to be -- this has to be noved up in
terns of -- this nost recent year we've -- we've nmade this a
priority to neet these deadlines. Unfortunately, |I don't have a

good answer for you, but we are going to make sure that this is
filed tinmely next year.

CHAI RVAN KURK: Coul d you expl ain the nmethod of allocation?

MR. KI ANDER: Sure.

CHAI RMAN KURK: | see there's a note at the bottom of the
page you' ve given us, but the chart shows dollar figures.

MR. KIANDER: Okay. So an indirect cost is any cost which is
not directly identified with our primary single objective retai
sale of wne and liquor. The agency costs which directly support
this objective are marketing, nerchandi sing, purchasing, store

operations. An agency cost which do not directly support the
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retail sales of wine and Iiquor are allocable indirectly, but
those costs are then categorized at the end of the year and put
into a indirect cost pool. And then based on a store's
profitability, we apply those indirect costs to the direct
expenses of each of the stores and then rank them So we get a
full profitability of each of our stores.

CHAI RMAN KURK: So if a store is extrenmely profitable it
pays a higher share of the indirect cost?

MR. KIANDER: W apply the indirect cost based on the -- how

wel |l those -- you know, the pro rata share of their sales.
Because indirect costs, such as human resources, and information
technol ogy, are not -- they're not based on how that store is

perform ng, but we pro rata allocate themthroughout all of the
stores so each store shares in sonme part of those indirect
costs.

CHAI RMAN KURK: Thank you. Further questions?

REP. OBER: M. Chairnman.

CHAI RVAN KURK: ' Yes.

REP. OBER: \What happens if we don't approve this? You're
seven nonths |late. We could say this is the start of the next
one. So you're on your way to being early and we just won't
approve this one.

MR. KIANDER: At this point, there are no stores that are on
t he discussion for closing. | nean, that is -- that is -- that
is a-- as we nove into the budget process. If we were to cl ose
stores, then the stores that were |east profitable would be up
for discussion. And there is an ultimate if there's a plan in
pl ace. However, this is -- this is one of the tools that the
agency | ooks at to determ ne which stores nay need to be either
consol i dated and/or --

REP. OBER: | don't think you understood the question.
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MR. KI ANDER: Okay. Fair enough.

REP. OBER: This is seven nonths | ate.

MR. KI ANDER: Yes.

REP. OBER:. What happens if we just don't approve it and we
say conme back in five nonths and be on tine?

MR. KI ANDER We woul d have to accept that.

REP. OBER: And what's the inpact to you? That's what |I'm
trying to find out.

MR. KIANDER: The inpact would be if we were to, in fact,
cl ose a store then, obviously, we'd have to go through the
process and we'd have to request perm ssion to evaluate and
determ ne that and then we woul d be back before you.

CHAI RVAN KURK: Let ne try it a different way. If you are
not closing a store, do you have any use for indirect costs and
their allocation?

MR. KI ANDER: Absolutely. They're a cost to the Conm ssion.
We have to categorize themand allocate themto determnm ne what
the full profitability of each store is. If we do not apply
annual costs, then you could -- you could essentially change the
ranki ng of how those stores are reporting their -- that
profitability.

CHAI RMAN KURK: Thank you. Further questions? Senator
Little.

SEN. LITTLE: So if this report is not accepted, are you
allowed to use it to nmake nmanagenent deci sions?

MR. KIANDER: | would say that it is an internal tool for
managenent to | ook at how well our stores, you know, which ones
need to be | ooked at. That's done on a constant basis. But we
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are required by law to present to you our plan and what, you
know, what stores are profitable.

CHAI RVAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chair. CGuys, thanks for com ng
in today. Is it safe for me to assune that you woul d support the
concept of the Legislature considering anending the current RSA
to require that you come in to report on an indirect cost
al l ocation basis solely at the tines we are | ooking at closing a
store?

MR. KIANDER: That woul d certainly nmake, you know, make it

easier. | will state that, you know, when we present our Fisca
Year 16 plan and, you know, it's done -- we prepare the nunbers
on an annual basis that we don't have -- you know, that the

Fi scal Year 15 conpilation, the audited figures, et cetera, are
sonmetimes three nonths followi ng the June 30'" deadline which is
September 30'", that that data is really vetted. At that tine is
where we really have confident audited figures of where store
all ocation and net profitability lies.

So in respect to your question, it would be certainly
easier to present this at a tine when there's a consolidation
plan to close stores or locations. This is -- for a while ny
understanding was this didn't get filed. The Comm ssion, you
know, failed inits regard to cone in on an annual basis. Last
year was the first tine that we had. 1In the recent nenory was
we didn't know when we cane in prior. So this is an earnest
effort to nmake sure that we cone forward each year with our
al l ocation pl an.

CHAI RMAN KURK: Further di scussion?

REP. OBER That's sonething that needs to be changed.

CHAI RMAN KURK: There bei ng none, you ready for the
guestion? The notion is to approve this itemand the notion was
made by Senator D All esandro, seconded by Representative Eaton.

Furt her discussion? There being none, you ready for the
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guestion? All those in favor say aye? pposed? Nay. The
noti on passes and the plan is approved.

***x  {MOTI ON ADOPTED}

MR. KI ANDER: Thank you very much.

CHAI RVAN KURK: Thank you. We hope to see you sooner next

year.

(11) Chapter 144:31, Laws of 2013, Departnent of
Adm ni strative Services; Transfer Anbng Accounts and
Cl asses:

CHAI RVAN KURK: W turn now to item nunber el even on the
agenda fromthe Departnent of Adm nistrative Services, Fisca
15- 036.

** REP. EATON: Mbve approval.

SEN. D ALLESANDRO Second.

CHAI RMAN KURK: Representative Eaton noves, seconded by
Senator D Allesandro, that the item be approved. |Is there any
di scussi on? There being none, are you ready for the question?
Al those in favor say aye? pposed? The ayes have it and the
itemis approved.

**x  {MOTI ON ADOPTED}

(12) Chapter 144:56, Laws of 2013, Departnent of
Corrections; Transfers:

CHAl RMAN KURK:  Turn now to item nunber twelve. This is
under Chapter 144:56, and it conmes fromthe Departnent of
Corrections, Fiscal 15-024. |s there a notion?

*x REP. EATON: Mve approval

CHAI RMAN KURK: Representative Eaton noves.
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SEN. D ALLESANDRG  Second.

CHAI RMAN KURK:  Second by Senator D All esandro that the
item be approved. Senator Forrester has a question. Is there
sonmeone here fromthe Departnent of Corrections? Good,
afternoon sir. Wl cone to Fiscal

ROBERT MULLEN, Director of Admi nistration, Departnent of
Corrections: Thank you, Chairman

CHAI RVAN KURK: Senator Forrester is recognized for a
guestion and in response if you could identify yourself that
woul d be hel pful.

MR. MULLEN: Yes, sir. For the record, my nane is Bob
Mul | en, Departnent of Corrections.

CHAI RMAN KURK: Senator Forrester.

SEN. FORRESTER: Thank you for taking my question. You are
| ooking at a transfer out of nedical provider paynents and that,
my understanding, is nental health; is that correct?

MR. MJULLEN: That is correct.

SEN. FORRESTER: So are you seeing a drop in nental health —
| guess, you nmust be — in the Corrections Departnent, a drop in
mental health patients or needs?

MR. MULLEN: No, ma'am The reason why we have the ability
to transfer those nonies fromnmental health contract to other
areas i s because at the point in tinme that the budget was
devel oped, what was budgeted for the nmental health services was
X nunber of dollars based upon what we thought the contract was
going to be. And at that point in time the CM5 CPl increased,
and as it turned out, we negotiated a nuch nore favorable
contract. Therefore, we have those noni es avail abl e.

SEN. FORRESTER: Thank you
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CHAI RVAN KURK: Fol | ow- up question. So you're confident you
won't be com ng back to Fiscal to transfer noney into that
account at sonme other tine during this Fiscal Year?

MR. MILLEN: That is correct, M. Chairman. W would not be
com ng back to request any nonies going into the nmental health
contract.

CHAI RMAN KURK: Thank you. Further questions? There being
none, are you ready for the question? The notion is to approve
this item If you're in favor of that, please now indicate by
sayi ng aye? Opposed? The ayes have it and the itemis
approved. Thank you, M. Millen.

***x  {MOTI ON ADOPTED}

(13) Chapter 144:97, Laws of 2013, Judicial Branch;
Transfers:

CHAI RVAN KURK: W turn now to item nunber thirteen, request
fromthe Adninistrative Office of the Courts. Fiscal 15-013 to
transfer $252,000 in General Funds. Is there a nption?

** REP. EATON: Mve approval

SEN. D ALLESANDRO Second.

CHAI RVAN KURK: Moved by Representative Eaton, seconded by
Senator D Allesandro that the item be approved. Di scussion or
guestions? There being none, are you ready for the question?

Al'l those in favor please indicate by saying aye? QOpposed? The
ayes have it and the itemis approved.

*** [ MOTI ON ADOPTED}

(14) M scell aneous:

CHAI RMAN KURK: Under M scel | aneous -- Senator NMbrse.
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REP. OBER: We have a late item

CHAI RVAN KURK: Yes.

SEN. PRESI DENT MORSE: Before you go forward, you seemto be
| osing your audience and | guess I'Il call it a parlianmentary
i nquiry because we set a standard already today. Is it the
Chair's intention that in future Fiscal Commttee if there's
positions in the itemthat they' re going to deal with themin
t he budget ?

CHAI RMAN KURK: Thank you for that. | think that's the nost
appropriate thing to do. This is a Fiscal Conmttee as a
stand-in for the Legislature and where itens could go into the
budget for '16 and '17, they ought to, and where positions are
bei ng created but should go through the budget, seens to ne that
this group of ten people should not be doing the approval s, but
it should be done by the entire |egislative body.

SEN. PRESI DENT MORSE: Thank you

CHAI RMAN KURK: Thank you for the question. Chair
recogni zes -- no.

We now have the late item before us, which is Fiscal
15-039, a request fromthe Departnent of Transportation. Before
we take a notion on that, is there soneone here fromthe
Departnment of Transportation who can answer sone questions?

PATRI CK MCKENNA, Deputy Conmm ssi on, Departnent of
Transportation: Hello, M. Chairnan.

CHAI RVAN KURK: Wl cone, gentl enen.

MR. MCKENNA: Thank you, M. Chairman, Menbers of the

Commttee. M nane is Patrick McKenna. |'mthe Deputy
Comm ssi oner at the Departnent of Transportation. And with ne
here today is Bill Janelle. He's our Director of Operations.
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CHAI RMAN KURK: Thank you. | have a basic question on this.
You want to take an additional $8.8 million in the Hi ghway Fund.

MR. MCKENNA: Yes.

CHAI RMAN KURK: It's ny understandi ng that the Governor's
Budget al so takes nmoney fromthe Hi ghway Fund. And if this
transfer is approved and if the Governor's Budget is approved,
the H ghway Fund will be in deficit by, | believe, it's $5
mllion; is that correct?

MR. MCKENNA: That's correct.

CHAI RVAN KURK: And you're still asking us to put the
H ghway Fund into deficit?

MR. MCKENNA: Yes, M. Chairnman. W have, as part of the
item we do have the Fiscal Year 15 projected bal ance which al so
aligns with the Governor's Budget at a H ghway Fund Surpl us at
Fiscal Year end at $16.9 nmillion. So in the present period and
in the present Fiscal Year, we will not put the H ghway Fund
into a deficit position. That does put pressure going into the
"16 and ' 17 budget for that very -- for that very issue. Yes,
you're correct.

CHAI RMAN KURK: So you will be asking us to reduce the
CGovernor's Budget by $5 nillion and, therefore, your budget by
$5 million over the bienniumin order to avoid the H ghway Fund
going into deficit. Is that what you're telling ne?

MR. MCKENNA: | believe we'll be going through a series of
di scussions in the budget hearings to determ ne what the best
course of action would be.

CHAI RMAN KURK: You advocate putting the H ghway Fund into
deficit?

MR. MCKENNA: No, sir, | don't. But we are sinply not in a
position to not plow snow and we are in a budget position where
the '14 and ' 15 budget allocation for wi nter maintenance was
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based on the Fiscal Year 12 actuals, which put us in a position.
W were hoping, | guess, budgetarily for light winters. This
past nonth has proven us w ong.

CHAI RMAN KURK: And is there any other place from your
current budget where you can transfer noney? And before you say
no, it's a very broad question. Is it possible to transfer noney
fromother |ines, not do those things that those other |ines
woul d have you -- woul d authorize you to do, but use it to plow
snow? So repair less mles of road, for exanple?

MR. MCKENNA: The funding in terns of repair of road is
typically restricted for that purpose. So we don't have the
capability for that sort of thing, such as noving noney from
Betternment, which is our primary source of funds for repairing
roads. It's restricted for that purpose. So we don't have the
authority to even cone for that request.

Wth regard to the renmai nder of the operating budget, we're
ina fairly tight position throughout. If we were to nake sone

adjustments within -- even within our Operations Division, that
woul d put us in a position where we nmght not be able to do the
work in advance of the paving that would be -- that is prom sed

t hrough SB 367. We have a | ot of drainage work and roadsi de
mai nt enance that has to be done in advance of that paving.
O herwi se, we would have troubl e executing the SB 367
provi si ons.

CHAI RMAN KURK: Thank you. O her questions?

REP. WEYLER: Explain the chart.

WLLI AM JANELLE, Director of Operations, Departnent of

Transportation: Yes. Again, Bill Janelle, Director of
Mai nt enance Qperations. The chart that | have - actually, can
pass these out as well. This is a summary of salt use over the

winter. And, essentially, if you |look on the chart the bl ue
lines represent total salt use for a three-year average. The
yel l ow bars represent a ten-year average. And the blue line that

ends wWith -- it ends at about February 12'" which is week 14,
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which is | ast week actually. There's 25 weeks of winter. W are
in week 15 now. Last week was week 14. So that represents that
we have used 144,000 tons of salt so far this winter. And then
if you were to take that Iine and project it based on the
ten-year average line, which are those yellow bars, it shows
that we estimate using about 194,000 tons of salt.

In a typical winter we use about 140, 000. The ten-year
aver age about 170,000. So salt is kind of representative of
ot her classes that we use for winter maintenance. But if |
could, I'"lIl just give you a brief summary of where we are to
date, if you'd like.

CHAI RMVAN KURK: Sure. Thank you.

MR. JANELLE: So our Fiscal Year 15 wi nter budget was
42.5 mllion. As of February 13'" which was the end of week 14,
we spent 33.6 million. Again, there's 25 weeks of winter. Goes
from Novenber 13'" to April 30'". We are currently -- as of
week -- last week which, again, February 13'" we were 56%
t hrough wi nter based on the cal endar. W' d spent 79% of our
appropriated budget for winter and that's overall.

If you | ook at specific classes, |like Class 18, which is
overtime, we spent 94% of our budget as of |ast week, |ast
Friday. Cdass 20, the majority is salt, we spent 88% { ass 22,
which is hired trucks, we'd spent 93%  ass 60, benefits, 84%
W' ve had about 17 winter events so far. O those 17, eight of
t hem have happened on weekends or on holidays. So that's
i ncreased our cost as well. We plowed about 2.2 mllion mles so
far this year. And, again, |'ve gone over the salt totals for
you already so that's just a summary of where we are.

CHAI RMVAN KURK: Furt her questions or discussion? Senator
Mor se.

SEN. PRESI DENT MORSE: Patrick, at this tinme |ast year you
cane into Fiscal, | think, for a transfer. There was a nillion
doll ars or sonething like that.
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MR. MCKENNA: Yes. Senator Mirse, we actually cane in, |
believe it was on Valentine's Day |ast year, and |I've got the
testinony. W came in in winter maintenance in tw phases | ast
year. W cane in the first tinme at about this tinme for
$2.2 mllion transfer. And we had di scussed with the Conmmittee
i n advance the option of, you know, because at this tinme of the
year, we do count on it getting warner and stopping -- and the
snow stopping. So we waited for another nonth to get nore full
results of the winter and then we came in for another 6 mllion,
alittle bit nore than 6 mllion at that tinme. | believe it was
a total of 10 mlIlion transferred | ast year.

CHAI RMVAN KURK: Fol | ow up.

SEN. PRESI DENT MORSE: That |eads to where -- this 8 mllion
you're comng in for now, do you believe at this point it's the
end of it or you com ng back?

MR. MCKENNA: You know, if | were --

SEN. PRESI DENT MORSE: |If we had a nornal winter from here
on in?

MR. MCKENNA: |If we had a normal winter fromhere on in,
we'd be very close with this request. W've already in the week
that the transfer cut that we did was on week 14 and we are
al ready having a series of events this week with one planned
this -- potential this weekend. So if the severity continues at
the rate that we are at, we may well need further transfer
before the winter is out. We are hopeful that that's not the
case.

CHAI RVAN KURK: Furt her questions.

SEN. PRESI DENT MORSE: Probably nore of a statenent, but |
appreci ate everything you' re doing. | think you guys are doing a
great job in keeping the nountains open and everything. | do
think we need to communi cate better about the whol e Departnent.
| was the one that put you in the budget back in '05, and I

understand very little today about where this H ghway Fund is.
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I"I'l support you because | believe you' re spending it anyways.
So we have to pay for it. And we have to support, you know, the
i ndustries that are driving it. And you're wishing for no snow
hurts ne because |'mdoing okay with it. Thank you.

CHAI RMAN KURK: |s the Senator going to recuse hinmself on
this issue?

SEN. PRESIDENT MORSE: No, I"'mnot. I'mwaiting for
recei vabl es, too.

CHAI RMAN KURK: Further discussion or questions? There being
none, thank you, gentl enen.

MR. MCKENNA:  Thank you.

CHAI RMVAN KURK: Appreciate that, you being here. Is there a
notion on Fiscal --

*x REP. EATON: Mve approval

REP. VEYLER: 039.

CHAI RVAN KURK:  039.

SEN. D ALLESANDRO Second.

CHAI RMVAN KURK: Moved by Representative Eaton, seconded by
Senator D Al l esandro. Further discussion? Ready for the
guestion? All those in favor of approving this item please now
i ndi cate by saying aye? Qpposed? The ayes have it and the item
i s approved.

***  {MOTI ON ADOPTED}

(15) Informational Materials:

CHAI RMAN KURK: Chair recogni zes the LBA for a request.
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MR. PATTISON: This is becomng pretty regular, but I'm

com ng before you today to request authority to fill another
vacant position. One of our staff auditors is |eaving, and |
woul d i ke the opportunity to fill that with a new staff
audi tor.

* REP. EATON: Mbve.
REP. OBER: Second.

CHAI RMAN KURK: Representative Eaton noves, Representative
Qoer seconds the approval of the request by the LBA to hire a
repl acement auditor. Discussion? Al those in favor, please
i ndi cate by saying aye? Qpposed? The ayes have it and the
request is approved.

MR. PATTI SON:  Thank you.

***x  {MOTI ON ADOPTED}

CHAI RMAN KURK: That conpletes the ordinary agenda. There
are sone information itens here about which fol ks may have
guestions. If they do, there nay be people in the audi ence who
are in position to respond to them Are there any questions on
any of the informational itens? Senator Sanborn.

SEN. SANBORN: Thank you, M. Chair. Appreciate it. |
t hought in our |ast nmeeting Senator Mrse had asked Conm ssi oner
Tounpas if we were going to have a DashBoard this nonth, and he
confirnmed that we were, but | don't have one in ny packet. So
I"'mnot sure if others have one or if there's going to be one or
not and we expect one.

CHAI RMAN KURK: |s soneone here from Health and Human
Services? Comm ssioner, good afternoon and wel cone.

NI CK TOUMPAS, Conmmi ssioner, Departnent of Health and Human
Servi ces: Good afternoon. For the record, N ck Tounpas,
Comm ssi oner of Health and Human Services. | have signed the

DashBoar d. | did not send the DashBoard. The DashBoard has not
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changed since the last tinme. | amneeting tonorrow with the LBA
and the Governor's Ofice to |look at one itemthat is on

the -- that has been appearing on the DashBoard that shows

a-- we are projecting a shortfall of alittle over $5 mllion

to cover the Community Mental Health Agreenent. There's sone
guestion as to whether or not those funds actually exist within
t he budget, in which case, if they exist within the budget, I
will -- 1 will change the DashBoard and reduce that of the
shortfall by $5 million. And if it doesn't, then | will send the
January and the Decenber DashBoard and that will basically read
the same way that the Decenmber 1 does.

SEN. SANBORN: Fol | ow up

CHAI RVAN KURK: Fol | ow up.

SEN. SANBORN: Thank you, M. Chair. Nick, thanks so nuch.
| appreciate it. Cbviously, ny big concern right nowis the
MAG calculation. W have a lot to discuss but the MAG stuff.
You still feeling pretty confident hasn't changed and not
antici pating a change?

MR. TOUMPAS: No. The projections that we have between now
and the end of the year have not changed. That casel oad has
stabilized. The Departnent continues to have a discussion with
the Federal Governnment to see if there's any potential relief on
that. 1'mnot particularly optimstic about that but we have
pursued that, but those nunbers have not changed dramatically.

SEN. SANBORN: Fol | ow up

CHAI RVAN KURK: Fol | ow up.

SEN. SANBORN: Commi ssioner, thanks for raising that,
'cause | was going to ask the sane question. Last tinme you were
here you indicated that when there were di scussi ons about
i npl enentati on of the ACA and specific discussions about MAG
that the Feds said they would hold us harmess financially. D d
they ever put that in witing? Do we have any ot her assurance

ot her than conversati on?
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MR. TOUMPAS: No.

SEN. SANBORN: What can we do? It's a big nunber.

MR. TOUWPAS: It is a big nunber. The Departnent has -- is
wor ki ng t hrough sonme of the associations with whomwe -- that we
bel ong to. The National Medicaid Association Directors and so
forth. We are not the only state that is dealing with the issue.
So we have -- we have raised the issue with -- with the people
in the Federal CGovernnent because of sone of the changes that
are going on in the Center for Medicare and Medicaid Services.
I"mnot particularly optimstic that we are going to get any
relief onit. W wll continue to -- continue to proceed to try
to get sone.

CHAI RVAN KURK: Fol | ow up.

SEN. SANBORN: Thank you, Chair. Conm ssioner, thank you. |
appreciate it. | reached out to sone other states to ask about
the MAG thing. Like you, I'mvery concerned about where we
lead with it and some other states |'ve talked to aren't seeing
a MAG increase for them So I'd | ove maybe if you could help
share with us why it's affecting New Hanpshire versus not sone
ot her states and be happy to give you sone other states offline.
That's the first half of the question. And the other half,
second half of the question, | don't want to take all afternoon,
but | heard that the Feds have al so changed rei nbursenment under
Medi cai d Expansi on. There was an expectation it woul d be 2% and
now being led to believe that they have decided it's going to be
5% whi ch, again, is just another |oad onto the budget as they're
trying to prepare that and can you confirmthat? |Is there any
val i dati on?

MR. TOUMPAS: It is 5% and that has not changed. The Lew n
anal ysis that we had provi ded when we were going through the
di scussions was a bl ended rate | ooking at where we were
in -- because the -- we were using Fiscal Years and they are
on -- they were on a different Cal endar Year basis. So that

nunber that we had in there was we did tal k about 2% because
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that was the blended rate. But the regulation, the -- what is in
the bill, what is in the |law has not changed. It is 95% 1| had
the same question, quite honestly. I went back and | | ooked at

it. It has not changed.

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

CHAI RMAN KURK: Senator Forrester.

SEN. FORRESTER: Thank you, Comm ssioner, for comng in and
taki ng ny question. My question is about the cut to the nursing
honmes. In the last Fiscal Commttee neeting you cane to us with
a plan. It was an informational item And there was a proposed
cut of 7 mllion to the nursing hones. At least, that's what |
read in the line and since corrected ne to, you know, we spoke
about it. It's actually not 7 mllion, it's like 4.9. But in
t hat conversation you pointed out or | guess | |learned then that
it had to do with there are also cuts being made with md-1eve
care, elderly adult, and hone health services; is that correct?

MR. TOUWPAS: We did not nake -- basically, the $7 mllion,
Senator, that a nunmber of people quoted were the total fromthe
four class |lines making up long-termcare, one of which
was -- one of which was the nursing -- the nursing hone |ine.
That was the 4.9 mllion. And the expectation was that we woul d
roll over that surplus fromFiscal 14 into a supplenental rate
that woul d be effective in January.

VWhat we did was we rolled over 1 mllion of that. So right
now there's a gap of fromwhat the nursing hones expected from
the surplus is just basically 3.9 because we did -- we did
payout 1 mllion of that in enhanced rates.

The other lines that you -- that you reference in the other
areas of the long-termcare |line, those -- those renai ned as a
surplus and we'd be using those in order to basically fill the
shortfalls. W were not -- we were not cutting any rates. The
rates in those areas, in many of those snaller providers which |
referenced in the letter that | had sent to the Cormittee and
others, basically indicated that we have not taken any rate
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action in those lines since 2010, and at that tinme we reduced
the rates by 2% that had been granted in 2008.

CHAI RVAN KURK: Fol | ow up.

SEN. FORRESTER: Just one nore question. So do | understand
correctly that the 7 mllion cut, did we give up the 50% mat ch
at the Federal level? Did we lose 7 mllion fromthe Federal
Government by taking this cut of 7 mllion?

MR. TOUMPAS: Again, the 7 mllion was total funds. So it's
basically three and a half mllion for the -- |I don't have the

28

nunmbers in front of me, but it would be whatever we're not -- we

are not going to claim then yes, those nunbers we're not
utilizing the Federal dollars on that.

SEN. FORRESTER: Thank you

CHAI RMAN KURK: Representative Wyl er.

REP. WEYLER: Thank you, M. Chairman. Thank you,
Comm ssioner. So what are the daily rates under this scenario
versus what they were | ast year?

MR. TOUMPAS: Again, the rates, and this was in the letter
that | sent, the rates are calculated twice a year, in January
and in July. The rates that we had done for the period that
prospectively |ooking from January 1%' -- January 1° to

June 30'", those rates did decline, but it had nothing to do with

that which -- the action that we took on the 23'% of January.
That was due as a result of |ower acuity of the individuals.
Because there are several different variables that go into
calculating the rates. It was due to | ower acuity and, again,

the estimates that we had. So the nunber -- the nunber
of -- there was a decline, a decrease in the rate from
January 1%' to June 30'" of, | believe, sonewhere around 2.8%

But, again, that had nothing to do with this.

Those nunbers, there is a MJP, the Medicaid Quality
Incentive Program Those dollars that is a tax on the nursing
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homes match with Federal dollars, those will reinburse the
nursing hones to bring up to close to what their -- what their
cost was. In sone cases it doesn't include all of it. And then
for the county hones, the county honmes get an additional paynent
beyond that to bring themup to Medicare rates.

So for the action that we took on the 23" where we did not
pass -- apply those -- that surplus to the rates, was not -- |
don't consider that a rate cut. W did not -- we did not nove
those dollars forward. The rates were cut as a result of the
standard fornmula that we use. And | pointed out in the letter
that over the |last several rate periods that we had, the nursing
honmes had received an increase of sonewhere around 10%

REP. WEYLER: So the 2.8% after the January 24'" action,
what's the effect?

MR TOUMPAS: It's a decrease of 2.8%

REP. WEYLER: That was the acuity based thing.

MR. TOUMPAS: The acuity and then offset somewhat by
$1 million of the surplus of that -- of what Senator Forrester
had tal ked about. We applied 1.9 -- 1 million of that -- of that
$4.9 mllion surplus over. So that the net of those two ended up
being a reduction of the 2.8%in aggregate. That's the average.
That's not the -- it doesn't hold for each individual facility.

CHAI RVAN KURK: Let nme try to get to the bottomline. Wuld
the nursing honmes, and particularly the county nursing homes, be
better off or worse off if this noney were not used to bal ance
the deficit but paid to thenf

MR. TOUMPAS: The counties will be made whol e,
Represent ati ve Kurk, because of the -- because of the MJ P, and
then they will get the additional ProShare dollars that wll
come on top of that because ProShare covers the difference
bet ween Medi caid rates and Medicare rates.
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CHAI RVAN KURK: So you're saying the county nursing hones
shoul dn't care one way or another whether this noney is taken
for some other purpose?

MR. TOQUMPAS: | won't say --

CHAI RMAN KURK: From a financi al point of view

MR. TOUMPAS: Yeah, froma financial standpoint. First off,
the -- when all of the -- all of the nursing honmes, whether
they're county or private, they don't know whether we are going
to have a surplus at the end of the year. So when they're
putting together their budgets, they don't know we are going to
have a surplus. Be one thing if we said we are going to payout
$5 million and that's in the budget and say that's what we are
going to payout. W are not doing that. If we had no surplus, if
there was no surplus in F14, I'mnot sure we'd be sitting here
having this type of conversati on.

CHAI RMAN KURK: What surprises ne that we in the Legislature
doi ng budgets did such a poor job of estimating that there was
actually a surplus in that particular line. 1 can't recall that
we ever over estimated the cost of nursing home care in New
Hanpshire.

MR, TOQUMPAS. It's -- | believe you're -- you're aware, M.
Chair, that the calculation has a nunber of different variables,
i ncluding the acuity, including the nunber of bed days, which is
difficult to project two years in advance, as well as what
the -- what the indirect and what the direct cost of care is
going to be, and then with the budget neutrality factor. Again,

I don't want to get into all the detail because --

CHAI RVAN KURK: Thank you.

MR. TOUMPAS: Ri ght now, but again, the -- we -- the action
that we -- that 2.8%decrease that | tal ked about was -- would
have been -- basically would have been nore if we hadn't applied
that $1 mllion over
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CHAI RMAN KURK: Further question? GCkay. Thank you,
Comm ssioner. Any other itens about Menbers have questions?

AUDI TS:

CHAI RMAN KURK: M. Pattison, is there anything else to cone
before the Fiscal Committee?

MR. PATTI SON:  Yes, you have on Page 4 of your agenda you
have two audits.

CHAI RMAN KURK: Are the auditors avail abl e?

MR. PATTISON: Steve Snmith is here.

STEPHEN SM TH, Director, Audit Division, Ofice of
Legi sl ati ve Budget Assistant: Good afternoon, M. Chairnman,
Menbers of the Conmittee.

CHAI RMAN KURK: Good afternoon, wel cone.

MR. SMTH. For the record, ny nane is Steve Smith. 1'mthe
Director of Audits for the Ofice of Legislative Budget
Assistant. And the two audits before you are for the Coll ege
Tuition Savings Plans. W have Pricewat er houseCoopers under
contract with our office to performthese audits. And so Rachel

Bradl ey, the partner on the both audits, is here. And we'll also
be joined by Bill Dwer, State Treasurer. And with your
perm ssion, | believe Bill has a couple brief remarks before

Rachel presents.

CHAI RMVAN KURK: That woul d be fine. Thank you. Good
afternoon, M. Dwyer. Wl cone.

WLLI AM DWER, State Treasurer, Treasury Departnent: Good
afternoon, M. Chair, Menbers of the Conmttee. For the record,
ny nane is Bill Dwer, and |I'm State Treasurer. Under
section -- I'"'msorry -- RSA 195-H, the State Treasurer serves as
Trustee of the Coll ege Savings Plan that is authorized pursuant
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to Internal Revenue Code 529, which authorizes each of the
states to sponsor tax advantaged col | ege savi ngs pl ans.

The New Hanpshire plan was | aunched in Fiscal Year 1999,
and in the tinme since then has grown to be the fourth |argest
coll ege savings plan in the country with approximtely
$14 billion in assets under managenent. The Col | ege Savi ngs Pl an
is divided essentially into two sub plans. One is called the
Uni que Plan which is sold on a direct basis by Fidelity to
investors. And then there's another plan, sub plan called the
Fidelity Advisor 529 Plan, which is sold essentially to
other -- other investnent advisors who don't offer their own
pl ans. The clients of those other investnment advisors can
purchase and i nvest in 529 accounts that are essentially sold to
t hose i nvestnent advisors by Fidelity.

Since the inception of the plan through the revenue -- |
shoul d add as well, that the plans that are adm nistered by
Fidelity involve a revenue-sharing arrangenment whereby the State
receives a share of the investnent adm nistration fee that
Fidelity charges on each account. Fromthe inception of the plan
a large share of that revenue is -- has been used to support two
different types of schol arship prograns. Two qualified New
Hanpshire students attendi ng New Hanpshire coll eges that are
non-profit, whether public or private, and since that tine
approximately $60 mllion, a little over 60 mllion has been
used to establish restricted endowrents at a nunber of New
Hanmpshire col |l eges, and then another $17 mllion has been paid
directly to, again, students who qualify on the basis of certain
criteria.

Wth that, 1'd like to turn it over to Mss Bradley to
sunmari ze the results of the audit, and then I think at the end
ei ther one of us can take questions. Thank you very nuch.

CHAI RVAN KURK: Thank you.

RACHEL BRADLEY, Partner, PricewaterhouseCoopers: For the
record, ny nanme is Rachel Bradley, and |'ma partner with
Pri cewat er houseCoopers, and |I'm happy to be here to present the
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results of our audits of the Unique College Investing Plan and
the Fidelity Advisor 529 Pl an.

As Bill nentioned, these two plans are used to invest and
to facilitate the savings of noney for attendance in coll ege.
The Uni que Col l ege Investing Plan is actually conprised of 36
different portfolios and each of those portfolios is audited as
a distinct entity and so | offer an opinion on each of those 36
portfolios separately.

Each of those portfolios invest in either Fidelity, mnutual
funds, or there are a series of what we call multi-firm
portfolios where those portfolios invest in funds that are
managed by soneone other than Fidelity. So it gives the
partici pants an option of choosi ng whether or not they want to
invest in Fidelity products or non-Fidelity products.

The Fidelity Advisor 529 Plan is -- we treat as a separate
audit and itself has 27 portfolios. Al of those portfolios
invest in Fidelity underlying nmutual funds. So as | nenti oned,
we have conpleted the audits for all of those underlying
portfolios for the period ending Septenber 30'". And so all of
the information included in this presentation reflects
informati on as of Septenber 30N

Pages 3 through 8 include a summary of the assets in each
of the underlying portfolios. And you'll note from 2013 to 2014
t he Uni que Col | ege Investing Plans assets under nanagenent
increased alnost a billion dollars. And if you flip to Page 7,
it summarizes the Fidelity Advisor 529 Plan and those assets
under adm ni stration increased about $200 million. So you can
see the growth between the two different plans.

The ot her pages | included show each of the underlying
portfolios and the makeup of the types of underlying investnents
t hat exi st under those portfolios.

If you flip to Page 9, this highlights the areas of focus
that we focus on during our audits. And as you woul d i magi ne,
our nunber one focus is making sure that the underlying

i nvestnents of the portfolio actually exist and eval uated
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appropriately so we go through and evaluate the controls and
processes in place Fidelity has to value and to i ssue shares of
t hose portfolios.

Page 10 gives you a quick update of the results of our
audits. As | nentioned, we issued unqualified opinions for both
of the plans. And |I'm happy to report that we had no
adj ustnents, either booked or unadjusted, as a result of the
audits this year. And | was nentioning earlier in the hallway
that this is the first tinme, | think, in nmy four years doing
these plans that we didn't have any adjustnents. So |'m happy to
report that things were very clear for this year

Starting on Page 11, and continuing through Page 17, our
list of all of the -- of all of the itens that |"mrequired to
report to those who are charged with oversight of the plans
according to auditing standards. I'mnot going to go through
each of these individually. And I'm happy to answer questions if
you have any. | will say that there's nothing with respect to
any of these required conmunications that | think is unique or
different. So, for exanple, the accounting policies that have
been adopted by the plan, | think, are consistent with industry
standards and are exactly what | would expect. |If they -- if
anyt hi ng had deviated fromthe standards, that's sonething
woul d highlight in this comunication

Simlarly, | nmentioned there have been no adjustnents, no
unadj usted differences, and there were no instances of fraud or
illegal acts that cane to our attention during our audit.

Wth that, | think that that was everything that | had
wanted to highlight. There's certainly a |l ot of additional
information in here; but in the interest of tine | wanted to
make sure we kind of got through things quickly. 1'm happy to
t ake any questions

CHAI RMAN KURK: Senator D All esandro has a questi on.

SEN. D ALLESANDRO Thank you. Thank you very nuch, M.
Chai rman. Maybe this is for the Treasurer. Just an iteration

When you say the plan -- because of the structure of the plans,
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t he nunber of basis points that's given to New Hanpshire, the
dol | ar anpunt that's accrued to the State and has been given to
the public and private institutions for the endowrent side and
for the scholarship side, what's the aggregate anobunt at this
point in time?

MR. DWER: Thank you, Senator D Allesandro. On an
aggregate basis approximately $78 m|lion between, again, the
restricted endowents and the individual schol arshi ps has been
funded t hrough the revenue sharing.

SEN. D ALLESANDRO Thank you.

CHAI RMVAN KURK: Coul d you tell us how much you expect to get
for Fiscal 15 -- 16 and 17 or how much you got for Fiscal 157

MR. DWER: At this point what we budgeted, Representative
Kurk, for Fiscal 15 is about 13 and a quarter mllion.

CHAI RVAN KURK: For bot h?

MR. DWYER: Bet ween bot h plans?

CHAI RVAN KURK: Bot h pl ans.

MR. DWYER: Correct.

CHAl RVAN KURK: And al | uses?

MR. DWER:  That's correct. Now, again, that was based on a
projection made a year ago which is defined by expectations of
asset values. As many know, the stock market has sonewhat
| evel ed off and its performance over the |ast quarter or nore.
So | would anticipate or project that we'll likely cone in at
between 12 and a half mllion to 12 and three-quarters mllion
of revenue conpared to the budget.

CHAI RVAN KURK: Anot her question. What percentage do we
charge -- is charged by Fidelity to the account holder for their

servi ces? \What percentage of assets or however it's done?
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MR. DWER: The fees that Fidelity charge vary by the type
of investnent pool. For index funds which tend to be passive and
mrror allocations in the broader markets, the overall fee that
Fidelity charges is only nine basis points which is .09% The
revenue share that the State receives is actually five basis
points of that. So Fidelity keeps only four basis points in the
i ndex funds.

In the active funds, Fidelity charges 20 basis points. The
State receives ten basis points, Fidelity receives ten. And
then in the nulti-firmshare -- I'"'msorry, the multi- firm pool
the State still receives ten basis points and Fidelity receives
alittle over one full percentage point because, again, there's
much nore adm ni stration involved in recordkeeping and reporting
t he underlying funds of other investnent advisors. So that's a
little bit of a lengthy answer, but in nost investnment pools the
State receives ten basis points.

CHAI RMAN KURK: What percentage of the funds are in the
nmul ti-category so that the higher one plus percent fee applies?

VMR. BRADLEY: If you flip to Page 6 of my materials, this
gives you a quick sunmary of all of the multi-firmportfolios.
And we could add it up quickly in ny head to get you to a total
nunber .

CHAI RVAN KURK: So this is a relatively small proportion.

M5. BRADLEY: It's a relatively small proportion and the
decision to invest in a nulti-firmportfolio is made at the
participant level. So they're nmaking a decision to invest in a
multi-firmand at the point that they make the investnent they
know what the fees are that they will be charged.

CHAI RMAN KURK: I n doing your audit, do you conpare the
performance of these funds with the performance of conpetitive
funds, other states for 529 funds?
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M5. BRADLEY: We do not do that. In the front of the
financial statenents there's a section for each of the
portfolios that we'll conpare the results of the plan to what we
woul d call a benchmark. And so we conpare it to an average. But
as part of ny audit procedures, | don't conpare the results to
any specific other State Plans. | conpare it to the benchmark
and that is reported in the front of the financial statenents.

CHAI RVAN KURK: Thank you.

MR. DWER: | would just add as a followup that as well
that Morning Star does an annual eval uation of State Pl ans on
nore of a peer basis so we typically see that report in Cctober,
maybe Novenber for each year.

CHAI RVAN KURK: The real question is are we doing well
conpared to our conpetitors so that the growmh that we' ve seen
in the past will continue into the future; and, therefore, the
State's revenue fromthis will continue into the future? And
realize this is sonmewhat outside the audit, but the Treasurer is
her e.

M5. BRADLEY: You can answer this one.

MR. DWER: The -- in the Fall of 2013 rankings, the State
achi eved what Morning Star characterized as a bronze rating.
There's gold, silver, bronze, and then neutral. That bronze
rating was the first time that the State had noved out of the
neutral category. Unfortunately, in Mdirning Star's 2014 ranki ngs
the State fell back into the neutral rating.

There's quite a bit of controversy around the different
nmetrics that Morning Star uses to evaluate the states. One of
the factors that the State has essentially no control over that
hurts the State's ranking is the fact that there's no state
inconme tax. And many of the other state plans offer state income
tax benefits to investors in their plans. So there are different
measures where New Hanpshire is not in a position to garner sort
of additional ranking points and that incone tax benefit is
anong a few ot hers.
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CHAI RMAN KURK: Thank you. Further questions?
Representative Wyl er

REP. WEYLER: M. Chairman, | nove --

CHAl RVAN KURK: Excuse nme. That was -- that was not an
argunment in favor of the State having an inconme tax, was it?

MR. DWER: There are no policy statenments bei ng made here,
correct.

CHAI RVAN KURK: Representative Wyl er recogni zed for a
noti on.

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

CHAI RMAN KURK: Seconded by Senator D Al |l esandro.
Di scussion? There being none, you ready for the question? Al
those in favor please indicate by saying aye? Qpposed? The
ayes have it and the notion is adopted. Thank you both for your
report. The brevity was nuch appreci at ed.

M. Pattison, anything else to cone before us?

MR. PATTI SON: Other than setting of the neeting date.

CHAI RMAN KURK: The next neeting will be April 2" at
9:00 a.m That's Friday, April 2", at 9:00 a.m The reason for
the delay is to give the House Finance Cormittee a chance --

REP. OBER: April 2" is a Thursday. Did you nean April 3792

CHAI RVAN KURK: April 3'9. Friday, April 39 Thank you.
9 o' clock, at the usual tine. And the reason for the delay, as I
say, House Finance is going to be busy with the budget and
prefer not to spend tine during that season.

SEN. D ALLESANDRO. April 3¢ at 9:00 a.m
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CHAI RVAN KURK: Yes. There being nothing else to cone
before us --

MR. PATTISON: | would only ask if people could | eave,
since we have so many tabled itens, if you leave the itens in
t he binder. W reuse them

SEN. D ALLESANDRO. Leave them on the table.

MR PATTI SON: Leave them on the tabl e.

REP. OBER: We'll | eave them on the table.

CHAI RVAN KURK: And with that we stand adjourned. Thank you
all.

(Meeting adjourned at 4:17 p.m)
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