JO NT LEG SLATI VE FI SCAL COW TTEE
Legislative Ofice Building, Roons 210-211
Concord, NH

Friday, April 20, 2018

VEMBERS PRESENT:

Rep. Neal Kurk, Chair

Rep. Ken Wyl er

Rep. Lynn Qoer

Rep. Mary Jane Wl | ner

Rep. Dan Eaton

Rep. Frank Byron (Al ternate)
Sen. Gary Daniels, Vice-Chair
Sen. Bob G uda

Sen. Lou D Allesandro

Sen. Andy Sanborn

(The neeting convened at 10:01 a.m)

(1) Acceptance of Mnutes of the March 16, 2018, neeting
and March 20, 2018 special neeting

NEAL KURK, State Representative, Hillsborough County,
District #02: Good norning, everyone. 1'd like to welconme you
to the April 20'", 2018, neeting of the Joint Legislative Fisca
Committee. First itemon our agenda today is the acceptance of
the nminutes of the March 16'", 2018, meeting, and the March 20'"
2018, special neeting. May | have a notion on both?

** GARY DANI ELS, State Senator, Senate District #11: So npve.

CHAI RVAN KURK: Moved by Senat or Daniels, seconded by
Representative Weyler that both sets of m nutes be approved.
Di scussion? There being none, are you ready for the question?
Al'l those in favor, please indicate by saying aye? Qpposed?
The ayes have it and the mnutes are accepted.

**% £ NOTI ON ADOPTED}



(2) 4 d Business:

CONSENT CALENDAR

(3) 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 turn now to Consent Cal endar on item
nunmber (3). Is -- does anyone wi sh to renove any of these itens?
There being none, then nmay | have a notion to accept the Consent
Cal endar, including itens Fiscal 18-060, 063, 064, 065 and 075.

*x LYNNE OBER, State Representative, Hillsborough County,
District #37: So nove.

CHAI RVAN KURK: Moved by Representative Cber, seconded by
Senator Dani els. Discussion? Questions? There being none, are
you ready for the question? All those in favor, please indicate
by saying aye? Opposed? The ayes have it and the notion is
adopted and those itens are approved.

**% £ NOTI ON ADOPTED}

(4) RSA 14:30-a, VI Fiscal Commttee Approval Required for
Accept ance and Expenditure of Funds Over $100, 000 from
Any Non-State Source and RSA 9:16-a Transfers
Aut hori zed:

CHAI RVAN KURK: W turn now to agenda item nunber four, a
request Fiscal 18-074, a request fromthe Departnment of Health
and Human Services for authorization fromJune 30'", 2018, to
accept and expend $3.5 nmillion in G her Funds and transfer
$3.5 million in General Funds, and contingent upon the approval
of that request, accept and expend $750, 750 i n additi onal
Federal funds.

** LOU D ALLESANDRO, State Senator, Senate District #20: Myve
the item
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ANDY SANBORN, State Senator, Senate District #09: | have
guesti ons.

CHAI RVAN KURK: Senator D All esandro noves we approve the
item seconded by Representative Wallner. |s there sonebody
fromthe Departnent who can answer a question? Good norning,
f ol ks.

KERRI N ROUNDS, Chief Financial Oficer, Departnment of
Heal t h and Human Servi ces: Good norni ng.

CHAI RVAN KURK: Woul d you identify yourself for the record,
pl ease?

M5. ROUNDS: Yes, Kerrin Rounds, CFO Departnent of Health
and Human Servi ces.

CHRI' S SANTANI ELLO, Departnent of Health and Human Servi ces:
Chris Santaniell o, Departnent of Health and Human Servi ces.

ATHENA GAGNON, Departnent of Health and Human Servi ces:
At hena Gagnon, Departnment of Health and Human Servi ces.

CHAI RMAN KURK: Thank you. Senator Sanborn.

SEN. SANBORN: Ladies, good norning. | didn't realize we
were going to have a relationship so far away today. Typically,
you're up here so | don't have to yell. So, |ook, this whole
drug rebate thing to ne seens to be getting nore conplicated
regularly and the dollars are real significant. Were are we
t oday, 'cause | thought last year it was reported that the drug
rebate program was going away. W wouldn't be getting it, part
of the MCO contract. Renenber there was a fair anmount of
transfers | ast year about this? So | guess ny question is what
is our total expectation of what the State of New Hanpshire is
| ooking at for drug rebate noney at this point? How nuch is the
State going to keep and how much are we transferring to other
entities? Just so you mght handle it as we go towards the rest
of the year and | ook forward. Is this sonething we can conti nue

to count on? Were are we with it all?
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M5. GAGNON: So for this State Fiscal Year we're
anticipating 3.5 available to cover this transfer.

SEN. SANBCORN: |'m sorry?

M5. GAGNON: We're anticipating 3.5 that will already cover
this transfer. By the end of June, we should have an additi onal
roughly 3 mllion available. 1t's the timng of the rebates
when they conme in. So they're invoiced in May. They're generally
received for that quarter; generally, the last week in June.
Sonetines it crosses over into the new Fiscal Year. So we're
anticipating an additional 3 mllion that will be avail able
probably for |apse at that point because of the timng.

SEN. SANBORN: Fol | ow up

CHAI RVAN KURK: Fol | ow up.

SEN. SANBORN: Thank you. So with this three mllion, is
that all we are expecting to receive for the balance of this
year ?

M5. GAGNON: Correct.

SEN. SANBORN: Fol | ow up.

CHAI RVAN KURK: Yes.

SEN. SANBORN. And in the aggregate how much noney did we
receive? What are we in, Fiscal 17 or 18 right now?

CHAI RVAN KURK: We are in '18.

SEN. SANBORN: I n Fiscal 18.

M5. GAGNON: W were budgeted at 18 mllion. W're
antici pating roughly 24.
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SEN. SANBORN: Fol lowup. And is it your expectation that
| ooking forward we're going to be continuing in the 24 plus
mllion or 18 mllion? Were kind of are we? ' Cause, obviously,
there's a fair amount of difference in noney, right?

M5. GAGNON: Correct.

SEN. SANBORN: And | continue to hear a year ago, and maybe
the Chair can correct nme if I"'mwong, but in this rare case |
think I"'mright that there was an expectation that we were
actually going to be giving up the drug rebate noney as part of
a different contract. So we expected to receive to 18 or 25
mllion a year in perpetuity and all going to be State noney at
this point?

M5. GAGNON: Correct, yes.

SEN. SANBORN: Can | followup? |Is there other drug rebate
nmoney that conmes into the State of New Hanpshire that goes to
other entities?

M5. GAGNON: No, not that |I'm aware of. No.

SEN. SANBORN: Thank you.

CHAI RVAN KURK: A question about |apses. The only reason the
Departnent's Dashboard shows that it's neeting its | apse
requirenent is that you're including the CH P S noney. W can
debate whether or not that's appropriate, but if that doesn't
happen you're going to be very short. Wen | say that doesn't
happen, | nmean if that isn't squirreled away by the Legislature
for sone ot her purpose which is being done at the nonent as we
speak in a couple of bills, so you have a $22 million | apse
requirenent. | think you have about 6.7 now |If you spend this
nmoney the way you're proposing, you' re going to have a difficult
time in neeting your |apse requirenent for this Fiscal Year. You
care to conment ?

M5. ROUNDS: | don't think | have any comment right now.

It's something we are eval uati ng.
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CHAI RVAN KURK: Thank you.

M5. ROUNDS: You're wel come.

CHAI RVAN KURK: Further discussion? The notion is to
approve the item You ready for the question? All those in
favor, please now indicate by saying aye? Opposed? No.

BOB 3 UDA, State Senator, Senate District #02: No.

CHAl RMAN KURK: The notion carries, and the itemis
appr oved.

**% £ NOTI ON ADOPTED}

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

CHAI RVAN KURK:  We now turn to agenda -- the fifth itemon
our agenda. This is Fiscal 18-066, a request fromthe Departnent
of Safety for authorization through June 30'", 2019, to accept
and expend $16, 696,858 in federal funds, and contingent upon
approval of that request to establish one tenporary full-tine
Program Pl anner |1, Labor G ade 21 position.

SEN. SANBCORN: Questi on.

CHAI RMAN KURK: You have a question?

SEN. SANBORN: Yeah.

CHAI RVAN KURK: |s there sonmeone fromthe Departnment who
coul d answer a question?

STEVE LAVO E, Director of Adm nistration, Departnent of
Safety: Good norning, M. Chairman, Menbers of the Commttee.
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Steve Lavoie, Director of Adm nistration for the Departnent of
Saf ety.

PERRY PLUMVER, Director, Honel and Security and Energency
Managenent, Departnent of Safety: |I'm Perry Plumrer, the
Director of Honeland Security/ Energency Managenent.

CHAI RVAN KURK: Good to see both of you. Good norning.
Senat or Sanborn has a questi on.

SEN. SANBORN: Gentl enmen, good norning. Thanks so nuch for
comng in. My question is nore surrounded that we, as we all
know, we clearly get FEMA noney and we get energency noney on a
regul ar basis; but | don't renenber seeing the need for nore
FTEs or partial FTEs in order to dispense the noney. So have we
| ost people or have we declassified positions? Wiy this tinme we
feel we need to hire people to do sonething we've been doi ng
regul arly?

MR. PLUWER. Great question. So it's really there's a
couple of reasons. One is this will be our fifth disaster in one
year. So it's a matter of capacity and getting the noney out the
door for one. So FEMA' s changing their philosophical beliefs.
They're trying to do nore federally funded state managed
activities because they were bringing people in before and from
Tennessee or sonething and try to hel p nanage these di sasters
and, quite frankly, haven't done a great job of dealing with the
| ocal s on sone of that stuff. So what they're doing is they're
saying we're giving you managenent costs. Please spend those
managenent costs and get the noney out the door to the local. So
one is that it's efficiency, one that it's capacity because
we -- like | said, we'll have five federal declared disasters in
one year and that's -- and they provide those nanagenent costs
to make sure that we get that noney out the door.

SEN. SANBORN:  Fol | ow up.

MR. PLUWWER: W have used part-tine -- we used sone of that
money for part-tinme enployees before. It's just the overal
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capacity of these disasters that we need soneone to get the
noney out the door to the |ocals.

CHAI RVAN KURK: | need to inject another question at this
time. Are you saying that regardl ess of whether this position's
approved or not, it will have no inpact on the anmount of grants
going out to the communities? In other words, this is noney in
addition to the grants that the federal governnment is providing
us for this specific purpose. And if we don't spend it for this
specific purpose then it | apses back to the Federal Governnent.

MR, PLUMVER: That's 100% correct.

CHAI RVAN KURK: Thank you.

MR. PLUWMER: And we have sent noney back to the Feds before
by not invoking sone of these managenent costs and using them
Just goes back to them

CHAI RVAN KURK: Thank you. Senator Sanborn for a follow up.

SEN. SANBORN: Thank you. And even though this is a
tenporary full-tinme, is it your expectation with the change of
protocol fromthe Feds that they're doing as you expended,
sendi ng nore noney down asking us to do the work this wll
beconme nore of a tenporary position?

MR PLUWER So it's a tenporary position based on the
di sasters. As long as there's those nanagenent costs and we
continue to have disasters that we continue to be filled. If we
have a lull in disasters, then this position would go away.
When t hose managenent costs are done, this position goes away.
Wth that being said, tenporary is probably, you know, a year or
nmont hs or nore because of one disaster after another. But it
will never -- I'mnever going to be looking for this position to
get on the State payroll rolls because it's only while we have
di sasters funded by FEMA to do that work.

SEN. SANBCRN: Thank you.

JOINT LEGISLATIVE FISCAL COMMITTEE

April 20, 2018



CHAI RVAN KURK: Thank you. Senator G uda.

SEN. G UDA: Thank you, M. Chairman. Director, from your
comments can we glean that there's any progress in federal
officials at FEMA accepting the State reports and accel erating
the delivery of funds to the State?

MR. PLUMMER It's a great question. And | know, Senator,
that you and | had many conversations about that. Right now it
t akes about ten nonths to get the noney from FEMA. One of the
things that this action today will do is allocate noney in
anticipation of the federal dollars for the |ast couple
di sasters that have only been partially obligated. Wat happens
now i s that, as you know, we have a disaster. Ten nonths |ater,
maybe 12 nonths | ater, the Federal Governnent allocates the
noney. And then we have to go through our process to get the
grants out the door which is naybe another two nonths by the
time it cones to hear, it goes to G & C. What we are trying to
do with this is nove it sinultaneously. So we haven't been able
to expedite FEMA yet, but we have been able to push this into us
so when the FEMA noney is ready it can go out the door
i mredi ately rather than waiting for our two nonths. Because
that's creating hardships for our communities which you know.

Wth that being said, the FEMA adm nistrator, | was on the
phone as recently as last night tal king about that conplexity of
FEMA prograns and it is his goal to reduce the conplexity of
FEMA prograns, reduce that time, and that's why they want to go
to a fully managed for disasters under $40 nmillion, federally
funded, |ocally managed so we can get that noney out the door
and cut down on all that red tape and that expense of that red
t ape.

SEN. G UDA: Thank you.

CHAI RVAN KURK: M. Plunmmer, | thought that this noney was
reinmbursing towns and cities for what they'd already spent?
This was unantici pated revenue. And as far as they were
concerned it basically lowered the tax rate. It wasn't avail able
to be spent. And, therefore, |I'mconcerned, |I don't understand
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why you made your comrent about we need to get it out the door
qui ckly so they can get it quickly.

MR PLUMWER So it is -- it is -- it is
rei mourse -- reinbursenents. Wth that being said, sone of
them -- sone don't have -- they don't have the noney to spend.

So roads are closed and sitting there until they get federal
dollars to do the work. So it's not always reinbursed if that's
t he questi on.

CHAI RVAN KURK: | see. Yes.

MR. PLUWER. W visited one the other day. The road is
cl osed. There's two businesses there. They do not have the
funds to fix the road. So they're waiting for this noney. And |
know t hat Senator G uda and | have had that conversation about
| egi slative action to try to fix some of those things at the
state | evel, but.

CHAI RVAN KURK: Thank you. | appreciate the clarification.

*x KEN WEYLER, State Representative, Rocki ngham County,
District #13: Mywve to approve.

REP. OBER: M. Chair man.

CHAI RVAN KURK: Representative Cber.

REP. OBER. Can | ask a question, Ken, before you do that?

REP. WEYLER Sorry.

REP. OBER: \Wen the towns apply to the State, don't they
have to conplete fairly thorough paperwork and what do you have
to do because this said sonething about when you | ooked in here
approving or reviewing. So what do you have to do above and
beyond what the towns have done, sir?

MR. PLUMMER: So, just to kind of show you the process here.

This five stages is the process for a town to get reinbursed. So
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it's fromthe tine of disaster to the tine they get the noney.

It is insane. Wth that being said, so initially, we have to do
an initial danmage assessnent, an |IDA. So before FEMA cones in
and everything we have to go out. W neet with the towns. W
hel p them put all their paperwork together. Then there's a
prelim nary damage assessnent which neans we've qualified for
the |1 DA based on the nunmbers that we met with the towns. Then
we go out with FEMA and hel p them put their paperwork together
so they could apply for a disaster. That's all on the front-end.

Then we have scope neetings. W go out to neetings. W
nmeet with the towns. W help them put their paperwork together.
We go over all their eligibility. W oversee all the large and
smal | projects throughout the State through the whol e conti nuum
Every time FEMA neets with themwe are involved. So right down
to they're requiring FEMA -- they're requiring some towns to
actually add all their nunbers in, all their calculations in the
conput er systens. Some towns do not even have the ability to do
that. W nmet with Sugar Hill just recently and he says | don't
have anybody to do this. So that's what the nanagenment cost
woul d do. W would help that town put that stuff in, paid for by
the Federal Governnent, and that's sonme of the work these people
woul d do is ease the burden on the communities because they
don't have help to do that.

CHAI RVAN KURK: May | have a notion? Representative Wyl er.

*x REP. WEYLER Move to approve.

SEN. D ALLESANDRO Second.

CHAI RVAN KURK: Seconded. Mved by Representative Wyler,
seconded by Senator D Allesandro. The notion is to approve the
request, the item Further discussion or questions? There being
none, are you ready for the question? Al those in favor,
pl ease indicate by saying aye? Qpposed? The ayes have it and
the itemis approved. Thank you, gentlenen.

MR. PLUMMER: Thank you very much.
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MR. LAVO E: Thank you.

**% £ NOTI ON ADOPTED}

(6) RSA 198:15-y, IIl, Public School Infrastructure Fund:

CHAI RVAN KURK: We turn now to item (6) on the agenda,
Fi scal 18-078, a request fromthe Ofice of the Governor to
approve General Fund expenditures fromthe Public School
I nfrastructure Fund in the amount of $4, 946, 214 t hrough
June 30'", 2019.

REP. OBER: | have a question.

CHAI RVAN KURK: Representative C(ber has a question. Is there
soneone fromthe Governor's O fice?

REP. OBER: | think M. Plummer m ght be able to answer it.

CHAI RVAN KURK: Good norning, again. Could you both
identify yourself for the record?

MR. PLUWER:. Sure. Perry Plumrer from-- Director of
Honel and Security and Emergency Managenent.

AMY CLARK, Rehabilitation Counsel or, Departnment of
Education: Good norning, Any Cark fromthe Departnent of
Educat i on.

CHAI RVAN KURK: Representative Cber.

REP. OBER: Thank you. W heard that for sone reason a few
of these grants, the noney may not be spent by the School
District for I don't know what reason, but we heard it's a
possibility. In those cases, what happens to that noney and how
do we track whether it's spent or not?

MR. PLUMMER. So -- so the grant's awarded. If their work
cones in less than what is anticipated or they decide not to do
the project, the noney would go back into the fund, go back to
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the Infrastructure Conm ssion to be re-voted on and re-all ocat ed
to anot her applicant.

REP. OBER: And how do we track that?

M5. CLARK: So the Departnent of Education has a -- we are
t he ones paying those invoices. So the request for paynents cone
to the Departnment of Education and we'll have -- we have a
running list currently. W have paid just a few applications
al ready have requested rei nbursenent.

REP. OBER: But how do you track if they spend all the
noney?

M5. CLARK: How do -- so our database, we have a dat abase
for all of the projects and all of the awards. And so when the
requests conme in, we'll pay themup to their award anount but no
nore than their requested -- their rate that they got paid on
And if they have | eftover noney, we can then report that to the
Comm ssi on.

MR. PLUMMER: And they're signing an affidavit saying that
the project is conplete and at that tinme --

REP. OBER: Thank you, M. Plumrer. Thank you, M. Chairnman.

CHAI RVAN KURK: Further questions?

SEN. SANBORN:  Yes.

CHAI RMAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you. Thank you for com ng in. Thank you
for answering our questions. First and forenost, | want to
appl aud the Governor and the Legislature for stepping up and
doing the program although I"mnot here to try to litigate or
relitigate school safety. Mne's nore nechanical and why on a
prioritized basis that what type of information or assurance
that you can give, because clearly there's a lot of

di sbursenents in here going towards school safety, which | think
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every one of us, every single one of us supports, understands,
and wants to happen. But there is sone projects in here that
really aren't as nuch about school safety, because although

repl aci ng asbestos floor tile is inportant on the asbestos side,
I|'"'mnot sure it's a school safety response to a guy like ne. So
what are you doing on this programto ensure that all of these
funds are being prioritized for school safety nore so than what

| woul d consider to be secondary uses of the noney?

MR. PLUWER: So the fund -- by the rule of the fund,
there's a nunber of different projects, really three different
pools. One is infrastructure that's imedi ate need and life
hazard which is a security but it's safety. So that's where you
get sonme of the asbestos stuff, sone of the nold renedi ation,
those types of things. So that's one piece of the noney. That
nmoney i s allocated based on their Building Aid rate which could
be 30% could be 40% or 50%

Then there's the second piece which was the E-rate piece
which is the fiber going -- optics going to the door so that was
one piece of this noney that was allocated for that and that's
at a 10%rate. And then the rest are security projects that are
all ocated at 80%rate. So when those applications cone in, they
cone before the Conm ssion and they get voted on based on the
rules of the legislation and the ones that are not security or
not E-rate have been determned that they're immediate life
hazard within the school. And we have turned a nunber of them
down because of that situation, that prioritization of whether
that is an inmmediate |ife hazard or not. Unantici pated need,
life hazard really was the kind of the determ ning factor.

Wth that being said, the majority of these funds, as you
mention, did go to security itens. Those security itens are
prioritized based on, first, we have a conplex programthat we
have been doing for four years where we do conpl ex in-person
assessnments, security assessnments on the schools. And then a
report goes back to the school identifying the gaps. And then so
all of these prograns in the security are funding identified

gaps.
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So we're not saying, |ook, how do we know that our school s
are safer because we threw $20 million at it. What we're saying
is we identify gaps and we put $20 mllion or $19 mllion
towards those gaps so to nmake sure that that is prioritized and
there's sone checks and bal ances that we are filling gaps and
the noney is making a difference.

SEN. SANBORN:  Fol | ow up.

CHAI RVAN KURK: Fol | ow up.

SEN. SANBORN: Thank you. So we've allocated versus throw ng
$20 million at the problem although |I would agree with you, you
and | speak simlarly. Have we identified, is this enough to
ensure that all of our schools are safe or are there requests
out there we were not able to acconplish? Specifically on the
school safety side, right? As nuch as | want fiber-optic |I want
safety first.

MR. PLUWER So a great question. W are about $10 mllion
oversubscribed. So we have 19.3 | think it is. W have
applications in-hand right now for $10 mllion nore than that.

SEN. SANBORN: Fol | ow up.

CHAI RVAN KURK: |Is that for safety?

MR, PLUMWER: For all -- for all the projects.

CHAI RVAN KURK: How nuch safety?

MR. PLUWER: | don't know the exact number. | would say
it's probably in the six or seven mllion dollar range.

CHAI RVAN KURK:  Thank you. Fol | ow up.

SEN. SANBORN:. That is ny foll owup question. Could you
provide this Commttee that report even if you need to redact
school s? | understand the safety side. Kind of highlight how

much is for true safety, you know, how nuch is school safety and
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how much is what | would consider a little bit nore ancillary.
Coul d you provide that information to us?

MR. PLUWER: Sure. And that was as of maybe a nonth ago we
st opped accepting applications and froze and said we'll open
back up if for some reason noney becones avail abl e, just
over subscri bed.

CHAI RVAN KURK: Senator, would you care to nmake a notion?

** SEN. SANBORN: | will make a notion of ought to pass.

REP. OBER: Second.

CHAI RVAN KURK: Senat or Sanborn noves approval, seconded by
Representative Oober. Further discussion or questions? There
bei ng none, are you ready for the question? Al those in favor,
pl ease indicate by saying aye? QOpposed? The ayes have it and
the itemis approved.

*%% £ MOT| ON ADOPTED}

(7) RSA 227-G 5, I(b) Forest Funds and RSA 124:15
Posi ti ons Aut hori zed:

CHAI RVAN KURK: W turn now to item nunber (7) on the
agenda. Request fromthe Fiscal 18-067, a request fromthe
Departnent of Natural and Cultural Resources for authorization
t hrough June 30'", 2019, to budget and expend 17,000 in C her
Funds and establish two tenporary part-time Labor Technician
positions. Is there a notion?

*x SEN. D ALLESANDRO Move the item

CHAI RVAN KURK: Senator D All esandro noves, seconded by
Representative Weyler that the item be approved. Di scussion?
Questions? There being none, are you ready for the question?
Al'l those in favor, please indicate by saying aye? Qpposed?
The ayes have it and the itemis approved.
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*** {MOTI ON ADOPTED}

(8 RSA 604-A. 1-b, Additional Funding:

CHAI RVAN KURK: We turn now to item (8) in the agenda,
Fiscal 18-079, a request fromthe Judicial Council for
authorization to receive an additional appropriation for funds
not ot herw se appropriated in the anount of $685,000 in General
Funds through June 30'", 2018.

** REP. OBER Mbve to approve.

CHAI RMAN KURK: Representative Cber noves the item be
approved, seconded by Senator D All esandro. Discussion or
guestions? There being none, are you ready for the question?
All those in favor, please indicate by saying aye? Opposed?
The ayes have it and the itemis approved.

***x  [MOTI ON ADOPTED}

(9) Chapter 155, Laws of 2017, Departnent of Corrections;
Budget Foot not e:

CHAI RMAN KURK: Turn now to item (9) on the agenda consists
of two itens. The first is Fiscal 18-068, request fromthe
Department of Corrections for authorization of a 100% Genera
Fund appropriation for an additional $211,144 for nedical
paynments to providers to cover projected shortfalls for the
remai nder of State Fiscal Year 2018. Is there sonmeone fromthe
Depart ment who can answer questions? Good norning,
Comm ssi oner .

HELEN HANKS, Conm ssioner, Departnent of Corrections: Good
nor ni ng.

ROBI N MADDAUS, Director, Division of Adm nistration,
Department of Corrections: Good norning.

CHAI RVAN KURK: Good norning to both of you. Could you

identify yourselves for the record?
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M5. HANKS: Yes, of course. Good norning, Honorable Chair,
Menbers of the Commttee. M nane is Helen Hanks. |'mthe
Comm ssi oner of the Departnent of Corrections.

MS. MADDAUS: Robi n Maddaus, Director of Adm nistration
Depart ment of Corrections.

CHAI RVAN KURK: Thank you. The question | have is this, and
it really doesn't relate to this but I'mtaking advantage of the
opportunity. | read in the papers that you' re going to provide
tablets of some sort to prisoners to communicate. My concern is
this. WIIl you be facilitating gang type control strategies that
the | eader of the gang who happens to be in jail could use to
tell his nother to conmunicate to his lieutenants that sone
action be taken? |In other words, are we setting ourselves up
for situations which the State m ght be liable for sone action
that was facilitated as a result of these tablets? So please
tell me that that can't happen

M5. HANKS: So that can't happen fromthe perspective you're
sharing. What | want to back up and say to you is the tabl et
technol ogy is operated under the sane prem se that we operate
our tel ephone technology. It's all recorded and nonitored and
part of the technol ogy which has already been inplenented in
many other state correction institutions conmes with that
i nvestigative conponent on purpose for the points you just
articul at ed.

So to say it couldn't ever happen that would be very
i nappropriate for ne to say that because that coul d happen even
if we didn't inplenent it through tel ephone phone calls; but we
monitor it very closely and it has not happened in the State of
New Hanpshire.

CHAI RVAN KURK: Further question then. WIIl these tablets
gi ve access to the Internet unfettered or will you be able to
control that?
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M5. HANKS: It does not give access to the Internet
unfettered. There's a security internal network nonitored by
the vendor as well as our investigative departnent.

CHAI RVAN KURK: Final question. In any other states that use
this, have there been any untoward situations?

MS. HANKS: Not that |I'm aware of.

CHAI RVAN KURK: Thank you.

M5. HANKS: Thank you.

CHAI RMAN KURK: Further questions on this item

*x REP. OBER: Mbve to approve.

SEN. SANBORN: Thank you, M. Chair. Being the Chair opened
t he question up. Several of us had this type of a question and
we appreciate his indul gence and his kicking off these
gquesti ons.

I, like the Chair and several others, read this article in
t he paper and scratched ny head that I"'mtrying to understand
how this beconmes a role of our punitive justice systemthat
we're providing tablets for people to serve and conmuni cate.
Seens a wonderful accommodati on many parents don't give their
kids, but now we're giving it to people we have incarcerated for
doi ng bad things.

M5. HANKS: So | respect your question. And what | want to
do is help denystify its intent and what it is and what it is
not. So the tablet has specific applications. And the reason
Corrections Departnent have inplenented it is because it hel ps
us streamine nmessaging so we can better control and audit the
di al ogues between famlies that are occurring now in paper form
It allows the individuals to wite to us requesting grievances
in electronic form W do that all on paper now. So that we
have a transparent process if someone makes a concern about
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nmedi cal services or anything else as far as the condition of
confi nement .

It deploys rehabilitative prograns across the tablet. So
there are education and other programm ng to help the
i ndi vidual s self-direct and engage their rehabilitation with our
institutions, but it is not an open door conduit to the

community. It is not intended as a circumvention of safety. So
it"'s really atool. It's not -- it's not what you expect that
many of our children have. It's not an iPad. It's not -- it's

not anything of that |level, because it's all within a controlled
networ k. They only have access to what we deploy and deliver to
t hem

So it's becone a tool nore for the Departnent to help
engage i n paper systens across the digital platformthan it is
anything nore and to enhance the access to rehabilitative
prograns.

SEN. SANBORN:  Fol | ow up.

CHAI RVAN KURK: Fol | ow up.

SEN. SANBORN: So it's your intent to go paperless and, if
so, when?

M5. HANKS: So we actually just deployed these this week,
and we're going through the sane thing that happens in any
organi zati on when you depl oy sonet hing, change and adj ustnents
and understanding and learning. So it will happen over the
course of a period of nonths and tinme. And just as | like to see
things go off of paper, there is sone realities where we do have
individuals in other institutions and other states and so we'l|
recei ve paper that way; but we're noving that way now.

SEN. SANBORN: Fol | ow-up. How nmuch will it cost or save by
the tinme you're fully inplenmented?

M5. HANKS: So the tablets do not cost the State anything.

They are a sel f-funded device through the clients thensel ves.
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And | don't know the cost projections at this point on paper
savings. I'll have a better sense as we nove through nonths
under this product.

SEN. SANBORN: Fol |l ow-up. | apologize. So | thought | had
read in the article that it was |like a 40-cent charge per
attached to the phone call so that inmates thensel ves are
essentially funding at sone |evel.

M5. HANKS: Correct.

SEN. SANBORN: So essentially | guess --

M5. HANKS: Those noni es do not cone to the Departnent.

SEN. SANBCRN: Do not cone to the Departnent, but they go to
the private corporation to fund.

MS. HANKS: Those ot her servi ces.

SEN. SANBORN: Okay.

M5. HANKS: Just as you would pay for a stanp, they're
expected to pay that amobunt as a stanp rate.

SEN. SANBCORN: But as a capitalist and free nmarket guy,
40-cents to send an e-mail seens like a | ot of noney.

M5. HANKS: It was conpetitively bid so other vendors did
bid for this product and went through that whol e process.

SEN. SANBCRN: Ckay. Thank you. Thank you.

CHAI RVAN KURK: My experience says when you make sonet hi ng
easy or |ess expensive you get nore of it. So would it be fair
to say that we're going to get a |lot nore conplaints about
i nadequat e nedi cal service?

M5. HANKS: | wouldn't nmake that statenent today.
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CHAI RVAN KURK: Keep track of it and | et us know.

M5. HANKS: | absolutely will. | personally expect to
receive a |l ot nore requests.

REP. OBER: M. Chair man.

CHAI RVAN KURK: Representative Cber.

** REP. OBER: | would nove to approve item068. | need that to
be clear. It doesn't include anything to do with tablets.

SEN. SANBORN: No idea what you're tal king about.

CHAl RMAN KURK: |s there a second?

SEN. D ALLESANDRO. Second.

CHAI RMAN KURK: Moved by Representative Cber, seconded by
Senator D Al l esandro the item be approved. | do have a question
about the guts of the item This is a significant anmount of
nmoney in excess of what was appropriated, and I know you're
maki ng strong efforts to keep these costs down. Were is our
spending going to be as a result of this for Fiscal 18 conpared
with Fiscal 17?2

M5. HANKS: | just want to be clear since we spent a | ot of
time on tablets, which itemare we on, sir?

CHAl RMAN KURK: We're on item 068.

M5. HANKS: Ckay.

CHAI RVAN KURK: And these are expenditures for Accounting
Unit 8234, d ass 101, nedical paynents to providers.

M5. HANKS: Ckay. So as relation to 2017, I'mgoing to |et
Robin --
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MS. MADDAUS: Qur actual first '17 was 4.9 million and we're

estimating the 5.7 for this year.

CHAI RVAN KURK: Way do | see 12 mllion at the bottom of
this page?

M5. MADDAUS: That's the total for the whole accounting
unit. That was just specific to --

CHAI RVAN KURK: | see.

V5. MADDAUS: -- 101.

CHAI RVAN KURK: Got it. And what about the total for the
whol e budget? 12 -- you're budgeted at 12.118. \Wat was the
spend in "17?

M5. MADDAUS: Ch, | don't know if | have that figure. |
don't have the total

CHAI RVAN KURK: Did it go up significantly or it's pretty
cl ose?

M5. MADDAUS: | would say it's pretty close.

M5. HANKS: | would agree that it would be very close.
We'l|l get that nunber to the Comm ttee, absolutely.

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

Senator D All esandro.

SEN. D ALLESANDRO Thank you, M. Chairman. Just a point

of in the narrative you say there are unanticipated events that

take place that are costly and you nentioned a couple, the
di al ysis situation.

M5. HANKS: Ri ght.

SEN. D ALLESANDRO And the unusual cost of specialized
surgery --
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M5. HANKS: Ri ght.

SEN. D ALLESANDRO -- for prosthetic device, that's not a
usual occurrence.

M5. HANKS: Correct.

SEN. D ALLESANDRO The costs related to that are fairly
significant.

M5. HANKS: Yes.

SEN. D ALLESANDRG | think that's one of the reasons we see
alittle bunp here and you got to do it.

M5. HANKS: Yes. To your point, Senator, we even had a very
tragi c unantici pated death of a dentist. So we woul dn't have had
these oral surgical costs if that tragedy had not happened.

SEN. D ALLESANDRO Thank you, M. Chairman.

CHAI RMAN KURK: Question on the $22,000, | think it was a
hip replacenent. Yes. It was day surgery. Way wasn't it
i npatient surgery since you can get reinbursed for that? Wy
woul d you want to spend 22,000 when it could have been close to
not hi ng?

M5. HANKS: Chairman, | aminpassioned with your question
because it was the same comment | made. But the hospital did it
as an outpatient observation stay which is a piece of contention
that | have been fighting for quite a long tine. And it's how
the hospital remtted the claimand they're allowed to under
certain claimregulations to remt it as an observation stay.

CHAI RVAN KURK: And anot her issue. And this is a very broad
one. Are we providing nore than the legally required quality and
| evel of care? And when | say legally required, | hope it's
constitutional as opposed to the Laaman Decree.
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M5. HANKS: So we do not provide nore service than is
required. It's all constitutionally appropriate care. And to the
Laaman Decree that was born out of the 1970s and it was born
because even during that tine we were not providing
constitutionally appropriate care. So as we fast-forward to
today, the Laaman Decree is equitable to the constitutionally
appropriate | evel of care.

CHAI RVAN KURK: So you're telling me a hip replacenent is a
constitutionally required service?

M5. HANKS: When it puts the person in undue pain or
duress, we're not allowed to allow that condition to happen, and
we woul d engage in the hip replacenent. Free of cruel and
unusual puni shnent.

CHAI RVAN KURK: Thank you. Senator Sanborn.

SEN. SANBORN: Thank you. Thank you for taking nmy question.
So the world of health care is changing pretty dramatically,
right, these days? And with the advent of day surgical centers,
like I have to say, for the record, | have one in the District |
represent, Town of Bedford and walk-in clinics where they're
offering x-rays for $60 where hospitals are chargi ng $800. What
are we doing at the State level that if an inmate needs testing
for medical service, are we -- do we have a process or should we
have a process that we are going to sonme sort of an authorized
wal k-in clinic or in every case is it a hospital visit based
upon, clearly, the profile of the patient?

M5. HANKS: Thank you for that question. W have already
engaged in contracts that try to avoid hospitalization. And if
we can do themw thin our own facility, we do. To your exanple,
we have a separate contract for nobile x-ray service. So they
come into our facilities and when we | ook at those rates in
conparison to what we woul d be charged at a hospital, our
contract is lower. So we target different areas of the health
care process to engage in contract and to approve the rates to
the State so that we can find a nost effective, |owest cost rate
but providing the constitutionally appropriate care.
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SEN. SANBORN: Thank you. Thank you.

CHAI RVAN KURK: Further questions on this? W have a
notion; is that correct, M. Cerk? The notion before us is to
approve the item Further questions or discussion? There being
none, are you ready for the question?

All those in favor, please indicate by saying aye?
Opposed? The ayes have it and the itemis approved.

***x  [MOTI ON ADOPTED}

CHAI RVAN KURK: W now turn to -- please don't go away,
f ol ks.

M5. HANKS: | would never do that to you, sir.

CHAI RVAN KURK: We now turn to Fiscal 18-073, a second
request fromthe Departnent of Corrections for authorization of
a 100% General Fund appropriation for an additional $1, 045, 334
anount for prescription drug expenses to cover projected
shortfalls for the remai nder of State Fiscal Year 2018. | have a
guestion on this.

| s providing Hepatitis C medication constitutionally
required?

M5. HANKS: Yes. To the point where the disease is causing
irreversi bl e damage we have to engage. So we have seen an
i ncrease in the nunber that have net the treatnment threshold
this year. Last year we had 15 people who we engaged in
Hepatitis C treatnment through these drugs and this year we're at
22.

Wth that said, we have a 37% preval ence rate of people who
come in as Hepatitis C positive. So with that rate, we're not
engaging in treatment with all of those people. Just those who
hit the threshold in which their liver disease requires us based
on national standards.
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CHAI RVAN KURK: Thank you.

M5. HANKS: You're wel cone.

CHAI RMAN KURK: Senat or Sanbor n.

SEN. SANBORN: W are on 73, right?

CHAI RVAN KURK: Yep.

SEN. SANBORN: So prescription drugs continue to be a huge
probl em for us; right?

M5. HANKS: Yes.

SEN. SANBORN: When | first read this | said to nyself, if
peopl e have -- people are being prescribed what today is very
expensive, long-termdrugs is not sonething that typically pops
up in the mddle of the day. So where is this going, right? |
think you guys do a great job. You do a great job. I'mtrying to
under st and what your expense is going to be. So l'malittle
concerned about where this nunber is going.

MS. HANKS: Hm hum

SEN. SANBORN: Cl early, prescription drugs are not com ng
down yet.

MS. HANKS: Right.

SEN. SANBORN: Do you anticipate the balance of this
year -- so, obviously, May and June there will be a different
addi tional nunbers or as you | ook towards next year what are you
seeing for cost contai nnment?

M5. HANKS: So for this year our intent is that we would
not be back to see you this year. W are concerned about next
Fiscal Year and we're trying to track those and, again, that
preval ence rate was a good exanple in that group of individuals

who might hit that threshold. It's a hard thing to do and we do
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that in conparison to other national statistics. |'mconcerned
about next year, but we are trying to forecast and track and see
what happens.

SEN. SANBORN: How concerned? Like mllion dollar concern
or $10 million concern?

M5. HANKS: If | gave you a nunber | could not standby it
t oday.

REP. OBER: That's a pretty |arge concern.
CHAI RMAN KURK: You have the authority to, | believe,

di scharge or place on probation prisoners whose nedi cal expenses
are very high

M5. HANKS: Hm hum

CHAI RVAN KURK: Are you using that authority with these
Hepatitis C patients or innates?

M5. HANKS: So, yes, we use the nedical parole statute and
we put forward we have ei ght cases pending. So we are trying to
engage in the use of that. Obviously, the Parole Board
contingent on the crimnal acts of the person. There are
statutory requirenments that we have to hit in order to put a
person forward. Now, soneone with Hepatitis C as far as a high
cost hits one of those, but the other areas around public safety
we generally can't mtigate their -- themas a non-public safety
risk. So when that happens, the Parole Board woul d be denying
that case nore often. | would as the Conm ssioner be | ooking at
t hat medi cal parol e case and saying, yes, the Hep C costs are
hi gh, but this individual's crimnogenic factors as a public
safety risk is also still too high. W mght revisit after they
engage in treatnment, but it's a definite balance and, yes, we
are engagi ng the use of that statute.

CHAI RMAN KURK: |If you transfer a prisoner to another
facility, let's say in another state or federal facility for

sone safety reason or conflict reason
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MS. HANKS: Hm hum

CHAI RVAN KURK: Do you pick up the nedical costs?

M5. HANKS: | would pick up the nedical costs if they exceed
the capacity of the facility. And so just as we exchange innmates
with other states, if that individual's cost exceeded our
internal, we would bill the sending state and they would
rei nburse us.

CHAI RMAN KURK: For Hepatitis C, for exanple?

M5. HANKS: That woul d be a good exanpl e.

CHAI RVAN KURK: Thank you.

M5. HANKS: Thank you.

CHAI RVAN KURK: Representative Wyl er.

REP. WEYLER: Thank you. Comm ssioner, we just had testinony
fromHealth and Human Services. They're expecting between 18
and 25 mllion in drug rebates. Wen you pay for all these
drugs, are your cost of drugs included in what their costs are
that give the rebates or is there a possibility you can get
rebates on a separate contract?

M5. HANKS: So our costs are not inclusive of theirs. And we
work with Adm nistrative Services using the nunicipa
mul ti-state purchasing group to purchase and at the end of the
year we do get a small sum back each year. [It's usually around
$20, 000 that goes back to the State, and | don't believe the
termis rebate. It's another termthey're using around
efficiencies and purchasing. But I wll exam ne your question
further to see if there's other opportunities.

REP. VWEYLER: Thank you.
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CHAI RVAN KURK: When you do that, would you check with
Heal th and Hunman Services to see if the net cost of the drugs to
their side of the house is the same as the net cost of the drugs
on your side of the house?

MS. HANKS: Yes, sir.

CHAI RVAN KURK: Thank you. Representative Wyler is
recogni zed for a notion

** REP. VWEYLER: Move to approve the item

CHAI RMAN KURK: Seconded by?

SEN. G UDA: Second.

CHAI RVMAN KURK: Senat or G uda. Further discussion or
guestions? |If there are none, are you ready for the question?
If you're in favor of the item please now indicate by saying
aye? (Opposed? The ayes have it. The itemis approved.

**% £ OTI ON ADOPTED}

CHAI RVAN KURK:  Thank you both very nuch.

M5. HANKS: Thank you very nuch

(10) Chapter 156:183, Laws of 2017, Departnent of Health
And Human Servi ces; Unfunded Positions;
Aut hori zati on:

CHAI RVAN KURK: We turn now to agenda item nunber (10)
Fi scal 18-069, request fromthe Departnent of Health and Human
Services for authorization to fill one unfunded position
effective on Fiscal Commttee approval through the biennium
endi ng June 30'", 2019. Is there a notion?

*x SEN. D ALLESANDRO Move the item
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CHAI RVAN KURK: Senator D Al l esandro noves, seconded by
Representative Weyler that the item be approved. Di scussion or
gquestions?

REP. OBER: M. Chair man.

CHAI RVAN KURK: Representative Cber, do you have a question
from sonmeone fromthe Departnent?

REP. OBER: | don't know if it's for the Departnent. | wl|
share with you nmy concern and you tell nme if the Departnent can
respond to this. My feeling is they won't be able to.

The idea was, as | understood it fromthe Senate side when
they wote this section into law, is that these positions would
be swapped out for |ike positions. But, once again, we see we
are going to pay nore noney for the new position than the
swapped out position. So we're slowy spending nore and nore
noney than we were supposed to spend, and we don't see an actual
record of how nmuch we spent and this is not supposed to include
dol lars fromvacant positions that you haven't filled. This is
supposed to include these positions.

CHAI RVAN KURK: W have sonebody -- we have the CFO to
answer your question.

REP. OBER: And she's fairly new. That's why | wasn't going
to ask her a question because |I'mnot sure she had tinme to dig
into this.

M5. ROUNDS: Good norning, Representative. Thank you.

CHAI RVAN KURK: Woul d you identify yourself again.

M5. ROUNDS: Kerrin Rounds, CFO, Departnment of Health and
Human Services. So this is actually sonething that | started
| ooking into probably ny third week at the Departnent and
| ooki ng at the unfunded positions and al so | ooking at House Bil
517 and what the |language in there said. At this point I'm
confortable that we are following the statute. But | appreciate
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your question and I'll go back and look at it alittle bit
closely and be sure that we're not in violation. But when

| ooked about three weeks ago | was confortable that we were
follow ng the statute.

REP. OBER: Thank you.

CHAI RVAN KURK: When you swap a position, they don't have to
be at the sane salary level, as long as on bal ance over the
course of all of the swaps the equation is net.

M5. ROUNDS: That's ny understanding of the statute, yes.
As long as at the end of the day we've bal anced then we are
okay.

CHAI RVAN KURK: Thank you.

MS. ROUNDS: And | believe that we are.

CHAI RVAN KURK:  Further questions? There being none, are
you ready for the question? All those in favor, please indicate
by saying aye? Qpposed? The ayes have it. The itemis
approved. Thank you.

***x  [MOTI ON ADOPTED}

M5. ROUNDS: Thank you. And I'Il also just nention | wll
work with the Comm ssioner of Corrections on that.

CHAI RVAN KURK: Thank you.

REP. WEYLER Thank you.

(11) M scell aneous:

(12) Informational Materials:

CHAI RVAN KURK: Are there any issues that anyone w shes to
raise fromany of the information itens?
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M CHAEL KANE, Legisl ative Budget Assistant, Ofice of
Legi sl ative Budget Assistant: M. Chairman, if | could before
you get to the information itens, could | approach the table?

CHAI RVAN KURK: M. Kane.

MR. KANE: Good norning, M. Chairman, and Menbers of the
Commttee. My nane is Mchael Kane, the Legislative Budget
Assistant. I'mhere to request the authority to fill a vacancy
in our office in the financial division. So | would like to do
that. We've held the vacancy probably a few nonths.

*x DANI EL EATON, State Representative, Cheshire County,
District #03: Mve approval.

REP. OBER: Second.

CHAI RVAN KURK: Woul d you care for himto identify the
position?

MR KANE: Financial auditor. Staff auditor.

REP. EATON: We got a little inside info earlier but sure.

CHAI RVAN KURK: Thank you. |Is there a second to the notion?
Second by Senator Sanborn. Discussion? There being none, are
you ready for the question? All those in favor, please indicate
by saying aye? Opposed? The ayes have it.

MR. KANE: Thank you.

CHAI RMAN KURK:  The request is approved.

**% £ NOTI ON ADOPTED}

CHAI RVAN KURK: Apparently, you're very popular, M. Kane.
They were prepared to give you anything you wanted cart bl anche.

MR, KANE: Qur Audit D vision does a great job. Thank you.
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SEN. SANBORN. M. Kane, | would say you coul dn't
reduplicate this.

MR, KANE: | don't know. | do have a tw n.

CHAI RVAN KURK: At this point --

SEN. SANBORN: A couple things in there.

CHAl RVAN KURK: Where's the audit? |f have you an
information itemrequest, yes, please.

SEN. SANBORN: To direct you, M. Chair, 061 which is
i npl enent ati on of Medicaid Care Managenent for Step 2.

CHAI RVAN KURK: 18-061. |Is there soneone fromthe
Department? Chief Financial Oficer again.

SEN. SANBORN: It's a policy question but.

M5. ROUNDS: Good nor ni ng.

CHAI RVAN KURK: Senator, this is -- good norning to both of
you. Senator, this is a report. This is not an action item

SEN. SANBORN: It's a report on the inplenmentation of Step

CHAI RVAN KURK: Yes.

SEN. SANBORN: Right. And so ny question was --

CHAI RVAN KURK: Before you ask your question, folks, could
you identify yourselves again for the record.

M5. ROUNDS: Kerrin Rounds, Departnent of Health and Human
Ser vi ces.

M5. SANTANI ELLO. Chris Santaniello, Division Director,

Long- Term Supports and Servi ces.
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CHAI RVAN KURK: Thank you. You're recogni zed.

SEN. SANBORN: So this is a report on inplenmentation of Step

2; but ny understanding —I try not to | ook over the House and
keep ny curtains drawn and | et them do what they do —is that
there could be a bill that may have cone through the House to

suspend, if not elimnate, inplenentation of Step 2. So if we're
spendi ng noney for a beautiful presentation of what we're doing
to inplenent, | guess what are your thoughts and comments on
where we go from here?

M5. SANTANIELLO So | -- | want to be careful because -- |
want to be careful how | speak for the Conm ssioner. But yes,
House Bill 1816 is in process. But up until that point, the
Departnent was under or is under Senate Bill | want to say
five -- | can't renmenber. Legislative --

SEN. SANBORN: 155.

M5. SANTANI ELLO. 155, thank you, okay, to nove forward
wth Step 2 and so part of that was we were required to nove
forward. And if sonething changes legislatively we will adjust
our plans.

SEN. SANBORN: Thank you.

CHAI RVAN KURK: Are there questions on this or any other
information iten? Senator D All esandro.

SEN. D ALLESANDRO Thank you, M. Chair. W usually get a
qui ck revi ew of the Dashboard.

SEN. SANBORN: Yes.

SEN. D ALLESANDRO Coul d we have that, please? 1've | ooked
at it and as a comrent | | ooked at the |lapse and how it's going
to be achieved, and could you just run through that for ne.

M5. ROUNDS: Sure. The --
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SEN. D ALLESANDRO Excuse ne. And, M. Chairman, this is
not appropriate, because usually the Conm ssioner does it. |
don't want to put you in a situation where you're not prepared.

M5. ROUNDS: Well, | think | spoke earlier as far as the
bottomline in the lapse. So | don't really have any further
comment on that. But | can wal k you through at | east what's on
t he Dashboard there.

SEN. D ALLESANDRO That woul d be very hel pful.

M5. ROUNDS: Ckay. So the MET revenue, as you know, is just
an informational item

SEN. D ALLESANDRO Ri ght.

M5. ROUNDS: The DSH is still to be determ ned. The State
phase- down was addressed by the Fiscal itemthat was | ust
approved. The CFl was al so just addressed by the Fiscal item
that was just approved. The residential out-of- hone placenent
and child care incentive funds claimng issues have smal
deficits that are being addressed.

The additional recovery services | believe were addressed
in that Fiscal itemas well or at |least partially. And then the
potential CH P repaynent is the itemthat Representative Kurk
asked us to keep on the Dashboard and to keep in mnd and the
Conmmi ssioner said that he would nonitor and do his best to | ook
at .

On the revenue side is the CH P reauthorization. The drug
rebate estimate which partially was used as part of the Fisca
itemand as was nentioned will be adjusted for your next
Dashboard as we do antici pate nore revenue there, which then
results in the net excess.

We al so have an estimted program | apse of about 10 mllion
whi ch has been pretty level for a while.

SEN. SANBCORN: Questi on.
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CHAI RMAN KURK: Senat or Sanbor n.

SEN. SANBCORN: Thank you, M. Chair. Thank you for your

explanation. | appreciate it. So the hope and the prayer on
CHI P reaut horization, so are we just funding that out of the
Treasury at this point for $24 mllion and we're expecting to be

reinbursed for it? Talk to nme about how you're accounting for
it.

M5. ROUNDS: | would actually need to call up Athena Gagnon
to answer that question.

M5. GAGNON: Hi. Again, |I'm Athena Gagnon, Departnent of
Heal t h and Human Services. So for the CH P reauthorization for
t he enhanced match for State Fiscal Year 18 we had budgeted the
first quarter at the enhanced match because at that point we
knew that the authorization at |east carried us through
Sept enber 30'" of '17. W had then budgeted the renaining
three-quarters of State Fiscal Year 18 and all of '19 at 50%
mat ch. So how we get that enhanced match for the CH P children
is their CM A which nmeans as soon as we incur the expense, the
paynents are nade. W get the enhanced match at 88% So, again,
whil e we had budgeted 50% for three-quarters of the Fiscal Year,
we're actually earning 88%

SEN. SANBCORN: So the 25 you're show ng as potential inconme
is the difference between the 50 and the 88.

M5. GAGNON: Correct. And it's the -- it's the gap between
what was budgeted and what we're actually earning.

SEN. SANBORN: Ckay. So found noney.

M5. ROUNDS: | don't know that | would use that term

SEN. SANBORN:. |f we approved the budget at 50% - -

CHAl RMAN KURK: I f we had been --

JOINT LEGISLATIVE FISCAL COMMITTEE

April 20, 2018



38

SEN. SANBORN: Didn't we --

CHAI RVAN KURK: 1f | had been fully aware of this at the
tinme we did the budget this would not be occurring.

SEN. SANBORN:. |'m asking politely.

CHAI RVAN KURK: What happened -- what happened, | believe,
was the Departnent assunmed that the Act would not be
re-aut horized and, therefore, they budgeted at the traditional
| evel of 50/50. In point of fact, the Act was re-authorized and
surprise, surprise, it went up to 88%for tw years. So we
budgeted nore in General Funds. The difference between the 50
and the 88%that we needed. W're being reinbursed at 88-cents
on the dollar, and, therefore, the difference is General Funds
that are not being expended.

SEN. SANBORN: And so | guess I'mnot sure if | asked the
guestion to you all or I"'masking to the Chair, that if there's
a $25 nmillion unanticipated realization of General Fund noney,
who nmakes the policy of where that noney goes or does it just go
to surplus?

CHAI RVAN KURK: If we do -- if the Legislature takes no
action that will fall to surplus and then at the end of the year
will go to the Rainy Day Fund, unless we take sone other action.

At the end of the biennium if the Rainy Day Fund is full, would
go to surplus and then carried over to start off Fiscal Year 20.

SEN. SANBORN: Ckay.

CHAI RMAN KURK: But | can assure you that action is being
taken on the House to deal with this matter.

SEN. SANBCRN: The House wants to spend everything. | get

t hat .

CHAI RMAN KURK: Not spendi ng necessarily, please.
Preservi ng.
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SEN. SANBORN: There's two words for that. Al in the
definition, M. Chair. Al in the definition.

CHAI RVAN KURK: Further questions or discussion?

SEN. SANBORN: Hum -- on the Dashboard?

CHAI RMAN KURK: On t he Dashboard.

SEN. SANBCRN: So, | adies, thank you. So |I noticed on the
Dashboard there seened to be a little bit of an aberration and
"' m going to nunber seven and nunber eight on your results that
which is on social services under TANF and APTD. Under TANF a
year ago we were -- |ooks |ike we were down to about
five -- actually 4900. But now we've junped back up to 7,000. So
on a percentage basis there seens to be a noticeable tick that
seened to be a bit of an aberration. So |I don't know if we had
changes in policy or sonething has happened that nake a pretty
significant change there.

| also see the sane thing on Table 3 under nental health
We're seeing an increase in 13,000 to 15,000. So it just seens
i ke a change fromwhat has been a relatively consistent
presentation of where we stand today.

M5. ROUNDS: | don't know that | can speak to the nenta
health, but | believe the first one you're asking questions
about is regarding CCDF, the child care.

SEN. SANBORN: FANF.

MS. ROUNDS: | don't know if | have that infornmation

SEN. SANBORN: Page 7 on the Dashboard. Seeing an increase
of 40%in a year where it's been very, very stable for --

CHAI RVAN KURK: It's on Page 7 and it's Table 7.

M5. ROUNDS: Thank you.
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SEN. SANBORN: First colum on the |l eft-hand side on the
bottom April '17 to January of ' 18.

M5. ROUNDS: | would have to get back to you on that. | can
| ook at that and get you that information.

SEN. SANBORN: And al so on Page 8, your report nunber 8,
sanme thing from Decenber of '17 to January of '18 we are seeing
an increase fromthirteen six to 15, 000.

M5. ROUNDS: Ckay.

SEN. SANBORN: It seens |like a relatively large change in
t he nunbers that are presented.

M5. ROUNDS: Ckay. |'ll get back to you on that. Thank you.

CHAI RVAN KURK: Further questions on the Dashboard? There
bei ng none, are there questions on any other information iten?

REP. OBER: Well, M. Chairman, could |I ask the Conm ssioner
questions about item 076? | think she's here. That's about
state health insurance.

SEN. SANBORN: | also actually have a question on Table 16
as wel | .

CHAI RVAN KURK: Tabl e 16 on?

SEN. SANBORN: On t he Dashboar d.

CHAI RMAN KURK: On the Dashboard. You want the sane
i nformati on?

SEN. SANBORN:. | guess nore holistic. | haven't seen this
page before and |I've been gone for a couple noths. If you'l
allow, M. Chair.

So, ladies, it's showing unique, | call belly buttons or
clients, who are receiving substance abuse di sorder services and
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with a general recognition that we have a pretty -- that | would
consider to be a very significant opioid crisis that we're
facing where we regularly talk about 10% of our popul ation are
struggling wwth some sort of a substance use disorder. To see
that only 4,000 or 4500 people under Medicaid are getting
service for it, it struck me as a | ow nunber. But | have no
basis but | wish to say that. But it just seenms we've got

200, 000 people that are presently on Medicaid and Medi caid
Expansi on wi t h anot her 35,000 people who qualified that are not
today getting services on it. So we have got a roughly 230, 000
peopl e who qualify for services under Medicaid, but are we
saying only 4,000 of themare actually seeking treatnent today?
It just -- again, just numerically | just -- finance guy, right?

M5. ROUNDS: | can appreciate that. Yes, I'll look into
that as well and |l et you know.

SEN. SANBORN: If you could tie that to spend woul d be
great, too.

M5. ROUNDS: Ckay.

SEN. SANBORN: How nmuch we are actually spending in this
bucket .

CHAI RVAN KURK: Thank you very nuch, |adies. |Is soneone
avai l able fromthe Departnent of Health and Human Services to
di scuss questions about the State Retiree Health Plan? And |
see sonmeone who | ooks as though she's in a position to do that.
Good norni ng, folKks.

CATHERI NE KEANE, Deputy Conmm ssi oner, Departnent of
Adm ni strative Services: Good norning.

CHAI RMAN KURK: This is Fiscal 18-076, an information item
dealing with State Enpl oyee Health | nsurance Pl an.

CHARLES ARLI NGHAUS, Conmi ssi oner, Departnent of
Adm ni strative Services: For the record, Charlie Arlinghaus,

Conmi ssi oner of Admi nistrative Services.
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M5. KEANE: Cassie Keane, Deputy Conmmi ssioner of
Adm ni strative Servi ces.

SARAH TRASK, Admi nistrator, Bureau of Ri sk and Benefit
Managenent Servi ces, Departnment of Administrative Services:
Sarah Trask, Ri sk Managenent Servi ces.

CHAI RVAN KURK: Thank you and good norni ng. Representative
C(ber has a question.

REP. OBER: Thank you, M. Chairman. Cassie, | just really
wanted to know how we were doing with our statutory reserve,
because we all know a couple years ago we took it down pretty
| ow. How is that now?

M5. KEANE: On retirees we're maintaining the reserve at 5%
We've reported that to the Fiscal Cormittee in the past, and we
are running with very positive experience.

REP. OBER: Ckay. Great. Thank you.

M5. KEANE: You're wel cone.

REP. OBER: Seeing three people wal ked up for that.

CHAI RVAN KURK: There being no further questions, thank you,
fol ks, very much.

M5. KEANE: Thank you.

SEN. SANBORN:. Exerci se day, Comm ssioner. Just exercise
day.

CHAI RVAN KURK: |s there any other itemthat Menbers wsh to
ask about ?

SEN. SANBORN: Yes, PDWP.
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CHAI RVAN KURK: |s there sonmeone here who can respond to the
Prescription Drug Mnitoring Program questions?

REP. OBER: What's the nunber of that, Andy?

SEN. SANBORN:.  Seventy-two.

REP. OBER: Seventy-two. Thank you.

CHAI RVAN KURK: Good norni ng, folks.

M CHELLE RI CCO JONAS, Adnministrator, Prescription Drug
Monitoring Program Division of Health Professionals, Ofice of
Prof essional Licensure and Certification: Good norning.

M CHAEL BULLEK, Adm nistrator, Division of Health
Professionals, Ofice of Professional Licensure and
Certification: Good norning.

CHAI RVAN KURK: Coul d you identify yourselves for the
record, please.

M5. RICCO JONAS: M chelle Ricco Jonas, Program Manager for
the Prescription Drug Monitoring Program

MR. BULLEK: M ke Bul |l ek, Adm nistrator, Chief of Conpliance
for the Board of Pharnmacy.

CHAI RVAN KURK: Thank you. Representative -- excuse ne,
Senat or Sanborn has a questi on.

SEN. SANBORN: You guys, thanks so nuch for comng in. Truly
appreciate it. I'mnot delving too nuch into the audit because |
know you guys are working your best to try to get your hands
back around this. My question was nore just about the PDM
Programitself, right. So a year ago if we gave out
560,000 -- sorry -- a year -- in March of '17, 632,000
i ndi vi dual prescriptions and that was nearly half of that, 41%
was opi oi d based.
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M5. RICCO JONAS: You're | ooking at the graph, the data that
| gave you? That's quarterly data.

SEN. SANBORN: Right, so a year ago. Not for the year but
for the quarter.

M5. RICCO JONAS: Right. Yes, thank you.

SEN. SANBCORN: My apol ogi es.

M5. RI CCO JONAS: That's okay.

SEN. SANBORN. So the report that you're giving the
edification of nmy Commttee Menbers, this is a quarterly report.
So in the quarter fromJanuary to March there were 632, 000
prescriptions of which 40% of them were for opioids.

M5. RICCO JONAS: Correct.

SEN. SANBORN: And in March of '18, again for the quarter,
560, 000 i ndi vidual prescriptions, 38% of themfor opioids.

M5. RICCO JONAS: Correct.

SEN. SANBORN: So slight statistical variation, but we still
seemto be prescribing nearly a mllion prescriptions, right,
for opioids in the course of a year

MR, BULLEK: Hm hum

SEN. SANBORN:. For 1.3 mllion people which |eads ne to
beli eve the sane concern | had today that | always have and you
all know, this is no surprise to you, why |I'm so concerned that
we have a faucet that rages when it cones to di spensing opioid
drugs. We know 93% of the people who say they're addicted say
they started with opioids with prescription drugs. So it's great
that we're getting sone data and | appreciate that but |'m
concerned, right? I'mnot going to lie to you. You guys know
| " m al ways concerned about this.

M5. RICCO JONAS: So 38% of the 561,000 were opioids.
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M5. RI CCO JONAS: For the quarter of 2018.

SEN. SANBORN: Ri ght.

M5. RI CCO JONAS: Ckay.

SEN. SANBORN: Nearly 200, 000.

M5. RI CCO JONAS: Yes.

MR. BULLEK: We're on a downward trend which is a good
thing conpared to what we were

SEN. SANBORN: By a coupl e points.

MR. BULLEK: And, you know, again, it all comes down to the
pen. W have to work with our providers to educate themto
either use alternate types of therapy or non-opioid
prescriptions and the quantity limtations that go along with
it. So it's education process, Senator. And, you know, we're
trying to work at it froma couple of different angles. This is
one. Another is going to be going out into the conmmunity and,
you know, talking to them you know, through prograns that we
do. O -- hum-- you know, if we find issues where we see
overprescribing, our investigators go and do talk directly to
the doctors in that regard.

SEN. SANBORN: Fol | ow up.

CHAI RVAN KURK: Fol | ow up.

M5. RI CCO JONAS: Ckay.

SEN. SANBORN:. So of the 632,000 prescriptions and 561, 000
prescriptions, my question is you have certainty that's the
total nunber of prescriptions that have been di spensed?
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MR. BULLEK: Hm hum

SEN. SANBORN: \What percentage of those what the PDVP system
used as a check before the prescription was di spensed on
opi oi ds.

M5. RICCO JONAS: So that's one of the things we are
actively working on, and we're actually working wi th anot her
state who have been very successful in that exact neasurenent.
The state --

SEN. SANBORN: W used to have that nunber.

M5. RICCO JONAS: Right, no. Wll, we're working towards
the analysis of it. So one of the things that just got passed
Wi th our budget is the ability to hire a full-tinme analyst. So
that will be -- that person will be on board in July. And in
preparation of that person comi ng on board, we've connected with
ot her states who have devel oped those neasurenent nechani sns to
| ook at how to measure the utilization piece and put that -- to
be able to put that systemin place when that person's on board
to be able to give you that information.

So of these nunber of prescriptions, how many
practitioners, what is the percentage of practitioners that
we're able to query the systemat the tinme, and we'll be able to
show that in a data form

SEN. SANBORN: Fol | ow-up, M. Chairman?

CHAI RVAN KURK: Sur e.

SEN. SANBORN: But we used to get that information.

M5. RICCO JONAS: | nean, we had it on an individual; but
don't have -- | personally don't have a mechanismto show you
the identifying percentage data. W're working with other states
who have been able to put that into a formulary, and | need
staff to help ne to do that. W did have assistance through the

Institute of Health Policy and Practice. W went after a federal
JOINT LEGISLATIVE FISCAL COMMITTEE

April 20, 2018



47

grant to continue that relationship, but we didn't -- we weren't
successful in obtaining that grant. So that assistance has gone
asi de. W& were successful with the funding with General Funds to
now hire an -- an analyst full-tine.

SEN. SANBORN:. And do we have the ability -- |
apol ogi ze -- do we have the ability to | ook at the nunber of
pills per prescription and include that in the data? Because,
clearly, the Legislature nade sone pretty significant changes in
the al |l owed nunbers of opioids per prescription, right? W went
from 90 days down to seven, | think, at sone level. So, | nean,
clearly, 1'maghast and freaked out that we're doing 200, 000
opioid prescriptions a quarter in our state with a
million -- 1.3 mllion people. But now |I'm concerned how
many -- you know, how many pills are each prescription? Because
if we're doing 200,000 90-day supply or only doing 200, 000 seven
day supply conpletely changes the dynam c

M5. RICCO JONAS: Wth our current systemwe nigrated over
to the Appriss system Qur current data anal ysis system doesn't
all ow us necessarily to get to that granular but with an
enhancenment we would be able to do that. So we are working with
our funding fornulary to add advance anal ytics to our package.

MR. BULLEK: This -- in this state we can only di spense a
30-day supply of an opioid ned. W have di scussed at the Board
| evel of going back to our old formulary which was a 34-day
supply or 100 dosage units, whichever was -- whichever was
greater and putting a cap that way. But there has been an awful
ot of talk about initial prescriptions on opioids of the
seven-day quantity limt. And that's, again, that's sonething
that the Pharmacy Board rules can't put into play. That may have
to cone back to going to the Medical Board or maybe a statute
change to achieve that.

Pharmacy Board can put in things where we -- in our rules
where we can ask pharmaci sts to question high dose
prescriptions. That's actually being discussed in our rules now
on anyt hing over 100 norphi ne equivalence is going to require

both an a Nal oxone consult and a phone call to the provider.
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Sonme of the stuff that we would |ike to do woul d probably have
to come back as a statute change.

CHAI RVAN KURK: Representative Eaton has a question.

REP. EATON: |'mgoing to go the opposite direction. |'m
not aghast by the nunbers, by any neans. | actually have a
concern -- | guess there's a couple of questions and that is

when you're talking with providers is there intimdation factor,
a fear factor, because |I've been hearing this out in the field
t hat doctors are concerned about prescribing anything. My
concern i s how many people are sitting out there needlessly in
pai n because they're not getting the nmeds that they do need

whi ch are opi oi ds?

M5. RICCO JONAS: Correct.

REP. EATON: This whol e fear of the epidem c is channeling
into real care.

MR. BULLEK: | can answer that question two ways, sSir.
First of all, pharnmacists has corresponding liability on any
prescription that is filled. And if they don't like a quantity
or directions or sonething of that nature, they can refuse to
fill a prescription if they don't get the answer correctly from
t he doctor they're | ooking for.

Second issue conmes up wth insurances. A lot of your
I nsurance conpani es now are putting manual limts on quantities
and day supply. And that is causing us -- we're getting quite a
bit of feedback fromthe pharmacy community on that end of
t hi ngs. And, you know, oncol ogy patients, cancer patients, we're
seeing it nore with them

M5. RI CCO JONAS: Hospi ce.

MR. BULLEK: It's becom ng a concern. Whether the Board of
Pharmacy can deal with that on our level, not really -- can't
really answer that. | think that we need to take a really strong

| ook at how opioids are prescribed in this state and conme up
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with a plan and the Board, you know, the Board of Pharmacy, the
Board of Nursing, and the Medical Board really has to sit down
and formul ate a plan together as to how we are going to attack
this. Right noww're all over the place with this. And you're

correct, | have a conplaint right now froma provider out in
Hanover who had a buprenorphi ne prescription refused by a
pharmaci st. | understand the pharnaci st called and stated they
woul dn't fill the prescription unless the provider gave themthe

medi cal notes proving why he was using it. Needless to say, we
attacked that this norning and, you know, com ng fromindividual
pharmaci sts, comng fromindividual chain stores, everybody is
on a different page with this, and we need to cone to an
agreement .

REP. EATON: And how you going to do that?

MR. BULLEK: | think it's going to end up having be a
| egi sl ati ve agreenment on your end that's going to -- going to
bring us all together for that.

M5. RICCO JONAS: And | will add to that that | get often a
nunber of calls frompatients who -- who are being told that
they are no longer going to be getting treatnent. That their
provider's going to wean themoff of their drugs because the
rules say or the State says that they can no | onger be on these
drugs any nore. And | will give themthe rules. | wll provide
themthe rules that are in place. And it doesn't say that they
can no | onger be on these nedications anynore. It defines what a
practitioner has to foll ow when prescribing controlled
substances for chronic pain. But it doesn't say they can't do it
anynore. It just says what they have to do if a person is going
to be on controlled substances for nore than 90 days. And so

there's, | think, a confliction or perception, m sunderstanding,
or uneasi ness that, you know, soneone is, you know, going to do
sonmet hing wong or whatever. | think it's going -- the

pendul um s sonetimes going way too far one way or another, and
there's definitely a | ot of education that has to be done,
specifically with patients who are dealing with chronic pain.

CHAI RVAN KURK: Furt her question.
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REP. EATON: Followup is, | know there's fol ks out there
that are in pain on a daily basis that are not being taken care
of . There are new patients comng in that are not going to be
taken care of either because a doctor or pharmacist is either
afraid or objecting. You said there needs to be conversation. Is
that something you fol ks can do between now and the upcom ng
session and get that resolved with the nmedical conmunity, with
the providers, with the pharmacists, in some sort of joint
di scussion or do we need to now before end of session find a
bill to establish a Task Force to have a |l egislative solution
ready for us at the upcom ng session?

MR. BULLEK: If you want it to have the teeth to be able to
enforce it or be able to bring it together, | would say that you
are in a better position than we are to be able to do that.

REP. EATON: And next followup is since we have sonme Health
and Human Services people in the roomand there's sone bills
floating still, would you be wlling to offer to us sone sort of
| anguage since you know the players that need to be involved and
essentially what needs to be done to get this fixed?

MR. BULLEK: Yes, we can provide that.

REP. OBER: M. Chai r man.

CHAI RVAN KURK: Just so you know, you have two or
t hree days.

MR. BULLEK: Two or three days? Nothing |like pressure,
Representative Kurk

CHAI RVAN KURK: The last time this Commttee will be acting
on bills will be Tuesday. So we woul d need the anmendnent before
t hen.

MR, BULLEK: You taking good notes?

M5. Rl CCO JONAS: Yep
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MR. BULLEK: Right.

CHAI RVAN KURK: Representative Cber.

REP. OBER: |'m going to be opposite.

REP. EATON: |' m shocked.

REP. OBER: | think the | ast day has passed. This is a
significant issue that deserves the public's input, that
deserves careful thought and process. W are beyond where we can
post anything in the cal endar for next week.

CHAI RVAN KURK: If it's a non-germane anendnent. But if it's
a gernmane anendnent, we can add it onto the bill.

REP. OBER. M. Chairman, this is a brand new idea for this
Task Force to do this. Watever you do woul d be non-germane
because nobody has had a chance to chinme in. And | think when
you rush to judgnment -- and we've had a couple of bills for the
PDVP. You guys have been in Division | recently.

MR. BULLEK: Hm hum

REP. OBER:. W' re nmaking sone snall but appropriate steps.
We don't even have the anal yst that they tal ked about yet.
Sonebody who woul d be able to provide backup data for such a
Task Force. | really don't think you need a bill. You may want
to have an ad hoc group that neets over the sumer and | know
you guys have always nmet with ne --

MR. BULLEK: Hm hum

REP. OBER -- when | needed. | didn't have to have a bil
to call up the phone. You always canme and worked with nme. |
just think it's too late to try to rush sonething right now.

M5. RICCO JONAS: Can | propose sonething based on
Representative Oober's comments? W are doing a strategic
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pl anni ng process in June as a result of our audit. Sone initial
conversations mght start there. And then let that proceed
potentially through the summer and we know that there's going to
be sone legislation that will likely be proposed in the next
session. And if as a result of that nmaybe we could if we don't
have enough as a result of those conversations, we could then
nore formally do what Representative Eaton is suggesti ng.

REP. OBER: | agree.

CHAI RVAN KURK: Why don't you fol ks get together perhaps at
sonme time beyond --

REP. OBER: | think two of us right here would be happy to
hel p.

CHAI RVAN KURK: Excuse me, Representative Cber. Beyond the
Fiscal Commttee and work it out.

M5. RICCO JONAS: Ckay. And then that way it doesn't feel
so rushed.

REP. OBER Right.

CHAI RVAN KURK:  Thank you. Senator G uda.

SEN. G UDA: Thank you, M. Chairman. You have a great
conpl ex task and ny question would be this. Have you devel oped a
process, and this m ght be your strategic planning, an end-state
product, an end-state process and product that will drive to
reduci ng the abuse of opioids while neeting the needs of
| egitimate custoners? Have we gotten that far yet or are we
still --

M5. RICCO JONAS: | think that's part of what the strategic
plan is looking at and to | ook at, nore appropriately, the way
the legislation as it relates to the prescription drug
nmonitoring is because | think there's a lot fromthe way the
original legislation was witten whether or not we can actually

do sone of the things the way it was witten so we're | ooking at
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all of that. And then what are the neasurenents we really have
to look at to get to the points that you're tal king about.

SEN. G UDA: Thank you very nuch.

SEN. SANBORN: M. Chair, | actually want to get back to
policy for a second.

CHAI RVAN KURK: We do have other itenms so this is your | ast
guestion, please.

SEN. SANBORN: Thank you. The things | had asked for can we
get prescriptions, can we get this data, you say you' re worKking
on it. You guys have a date by which you can tell this Cormittee
that the report's going to be a little bit nore conprehensive
that we can drill down a little bit?

M5. RICCO JONAS: Hum -- we're hiring soneone for July.
W're work -- and in the nmeantinme, |I'mworking on collecting how
we wll be able to collect that data. I"mwrking with the
vendor to make sure that our database is capable of getting the
data that we need once we have the staff person to be able to
work with the data to produce the results that you want. So
bet ween now and - -

CHAI RVAN KURK: End of year?

SEN. SANBORN: End of year?

M5. RICCO JONAS: Well, we'll hopefully be able to produce
quarterly data is our end goal and then annual reports.
Because, technically, legislatively it's an annual report, but
we want to be able to do quarterly information.

AUDI TS:

CHAI RVAN KURK: Thank you both very much. |Is there any ot her
agenda item information item people wish to discuss? There
bei ng none, then at this tine I'd like to recognize M. Smth
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for the presentation of the Single Audit of Federal Financi al
Assi st ance Prograns.

Good norning, fol ks, and wel cone to House Fi nance. Sone of
you | ook very famliar

KAREN FARRELL, KPME Yes, we have been here before.

STEPHEN SM TH, Director, Audit D vision, Ofice of
Legi sl ati ve Budget Assistant: Good norning, M. Chair, Menbers

of the Commttee. For the record, I'm Steve Smth, D rector of
Audits for the LBA. Both of these reports that we'll be
presenting will be done by KPMa They're under contract with us

for the Single Audit and the Managenent Letter is also a follow
on fromthe CAFR audit. So beginning with the Single Audit here
fromKPMG is Jayne Silva, the Partner on the engagenent, and

then Karen Farrell, the manager. And also joining us from Adm n
Services is Conm ssioner Arlinghaus and Dana Call, State
Comptroller. I'll turn it over to KPMG

JAYME SILVA, Partner, KPMs Good norning. This is Jaynme
Silva. W are going to present the Single Audit. So we are not

going -- | think I've said this before, but we're not going
to -- this is the report we're going to talk about today, the
gray book. W are not going to cover -- | think there's

500 pages. W are not -- we are going to cover | think four

pages out of this book. W're going to do a very brief Executive
Summary of the opinion and then we are going to tal k about
sonmething in the report on a finding that we believe woul d be
interest -- sonething that would be interesting to the Conmttee
to hear today.

So if you go to Page D-3, and there's Appendi ces, etcetera,
but D3 is KPMG s opinion on the Single Audit. The Audit opinion
is four pages long or so. Wiat | can say is we have conpl eted
the audit. The opinion was dated March 29, 2018. And this report
you see in this book was | ogged on tine to the Federal
Gover nment whi ch has a due date of March 31°%'. So New
Hanpshire -- | think |I've been on the account five years or

so -- atinely filer for this report.
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Now what the report says in the four pages, there's
opi nions attached to the four pages. And so it's on conpliance
of certain prograns that we audited and the related internal
control. So what | can tell the Commttee is we had 21 prograns
under audit for Fiscal 2017 and you can see on Page D-4 we
actually had eight qualified prograns. You can see themon the
| eft-hand side. And really, as a synopsis, three out of the

eight related to subrecipient nonitoring. Karen Farrell, ny
manager, is going to get into one of these in a mnute. Wat |
can also say related to the 21 prograns, | think there was a

guestion a year ago pretty nmuch to the day, was what does this
report nean? And so what | can say is we have conpliance
findings and the severity is on D-4. There's eight prograns that
we had qualifications and then the other prograns that we did
had cl ean opinions; but there's also internal controls rel ated
to findings. And so at D5 and D-6 has are material weaknesses
and significant deficiencies. And what | can say for 2017, we
had 12 material weaknesses in 2017 and 35 significant
defi ci enci es.

Now -- and I'll just be brief. A material weakness is sort
of a magnitude is over here and significant deficiencies sort of
falls in the mddle and control deficiency. So the severity
mat eri al weaknesses is the one that used to be called reportable
conditions in severity. What | can say as a sumary, if you | ook
at material weaknesses year on year, 2016 to 2017, that we audit
different prograns, what | can say is | said we had 12 for '17.
There were 24 in '16. So the severity of nmaterial weaknesses has
gone down.

What | can say for qualified opinions, we had nine in '16.
We have eight for '17. So those pretty nuch, dependi ng on what
we audit and what prograns is what we have. So | guess |'|
pause for questions on the opinion before we go to one other
thing that we -- | think will be interesting for the Commttee.
Anything on the opinion itself?

CHAI RVAN KURK: Your opinion basically states that you

audi ted these and they -- and you found that these prograns are
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in conpliance with the federal requirenents and that's al
you're telling us.

MR SILVA: Correct.

CHAI RVAN KURK: Thank you.

SEN. SANBORN: M. Chair.

CHAI RMAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you. Did | understand you correctly
because | guess ny reluctance this norning fromwhat you | ooked
at | ast year, the reducing nunber for betterment is, of course,
we have a great Comm ssioner who al ways makes everything better
every day, |ike peanut butter and apple pie. That they're
reduci ng qualifications. Are you |ooking at the exact sane
progranms. | thought you were |ooking at different prograns
every day. So hard for ne to say apples to apples to apples here
if you're looking at different prograns.

MR, SILVA: So the opinions that we -- the prograns that we
qualified | ast year come back so '16 we had nine. Those
automatically cone in to be audited for "17. So there

is -- there's sone apples and oranges, but there's sone apples
to apples. | don't have the remark here, but we had 21 prograns
| ast year. | bet you at |least half we |ooked at the same 16 to

17. So probably 12 to 13 we | ooked at simlar and then we rotate
prograns in that that are clean. The federal governnent says you
want to rotate progranms to get all material prograns in once
every three years.

SEN. SANBORN: Great. Thank you.

MR, SILVA: Yes.

CHAI RMAN KURK: Pl ease conti nue.

MR, SILVA: Okay. So one other itemthat we're going to note
is afinding. So we have 49 findings in the Appendix F. And |
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think there's one finding that | believe is going to be
interesting to this Conmttee, so we go to Page F-16. And this
is a cash managenent finding related to Medicaid Assistance
Progranms, Finding 2017-004. This is a new finding for '17. And
sothisis -- it's very brief. It's really three or four pages.
l"mgoing to |l et Karen tal k about just factually what we found
as the cash managenment finding and then maybe have Charlie or
Dana chime in fromthe standpoint of what the -- what the view
of the officials of the State of New Hanpshire is. | think that
m ght be better served for this purpose today. So Karen.

M5. FARRELL: Ckay, thanks. Karen Farrell, with KPMG for
the record. As Jayne nentioned, this cash managenent findi ng
resulted in a qualification of the opinion for cash managenent
and was a material weakness in controls over the cash managenent
conpliance requirenent and it relates to the State -- excuse
me -- deferring at year-end $26 mllion of Medicaid federal
funds that it believed were overdrawn.

The State currently nowis in the process of reconciling
that deferral to a proper resolution. But at the tinme of our
audit opinion that reconciliation process was still ongoing. And
| believe that the Departnment of Adm nistrative Services would
like to give you a status of that.

MR. ARLINGHAUS: Hi, Charlie Arlinghaus. The -- so the
$26 million was -- is deferred revenue. So it's not in the
Fiscal 17 nunbers. And one of the things that we've been doing
since this was found during the year-end closing and, frankly,
set aside to figure out what it was. W have been working very
cl osely —God knows how many hours Dana and her peopl e have
spent on this —with HHS to determ ne whet her the noney's
properly drawn or not properly drawn, and whether -- that is to
say, whether we can recognize it as revenue or whet her the noney
has to I'"'mgoing to say go back but not be taken. And where we
are today is that based on a review of the series of interna
| edgers at the Departnment of Health and Human Services, we
believe this noney is properly drawn and we believe the State
can now recogni ze it as revenue.
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There is a great deal, as the audit finding will show you,
there's a great deal of work still going on. There's a | ot of
different controls that are being inplenented as a result of
this. Kerrin Rounds, the new CFO there, and her team have been
very hel pful and very useful to us. But that's the status of it
today and that's where we think it is.

CHAI RVAN KURK: Was that part of your audit or not, 26
mllion?

MR. SILVA: Yes, it was part of what we did. We | ooked at
the 26 mllion, the different reconciliations, the internal
| edgers that the State provided us to | ook at.

CHAI RVAN KURK: But | don't see that nunber in this report
on Page F-16. Did | mss it?

MR. KANE: Sevent een.

CHAI RVAN KURK: Ch, it's at the top of 17.

SEN. D ALLESANDRO Right at the top of 17.

CHAI RMAN KURK: Thank you. How solid is that? 1Is that noney
in the bank?

MR. ARLINGHAUS: In terns of "in the bank", you nean is it
currently "in the bank"” or is it --

CHAI RVAN KURK: As we proceed --

REP. OBER: How literal are we?

MR. ARLI NGHAUS: Yeabh.

CHAI RMAN KURK: So | et me ask, at the end of the session as
the Legislature proceeds to deal with financial issues, can we
assune that --

JOINT LEGISLATIVE FISCAL COMMITTEE

April 20, 2018



59

MR. ARLI NGHAUS: Yes, you can assune that that noney is
avai | abl e.

CHAI RVAN KURK: Thank you. Even though it may not be in hand
today, it is -- it will be in hand by the end of this Fisca
Year .

MR. ARLI NGHAUS: Yeah. And | think it mght actually be in
hand t oday.

DANA CALL, State Conptroller, Departnent of Administrative
Services: Yes.

CHAI RVAN KURK: That's even better than the end of the
session. Representative Cber and then Senator Sanborn.

REP. OBER: Ckay. Comm ssioner, is this noney that's going
to the General Fund or noney earnarked for an agency?

MR. ARLINGHAUS: Well, it's noney that -- | mean,
functionally, if we had recognized it and not chosen to defer it
at the end of '17, the noney woul d ot herw se have | apsed. So
because it's -- essentially it's associated with the Medicaid
Program and it's as you -- as you went through the discussion
of CHIP earlier in this neeting, nost of it is related to CH P
and it's functionally that. So it is federal revenue but
di spl aci ng General Funds and, therefore, it would be available
as General Fund noney if it had | apsed.

CHAI RVAN KURK: Because the nunbers are very simlar, | want
to make sure we are not triple counting. My understanding from
HHS is that there is -- and the Dashboard shows this
$25.5 mllion of General Funds that we will be getting this
Fiscal Year fromthe difference between what we budgeted for
CHI P in CGeneral Funds and the actual expenditure fromthat
account. Is this the sane noney?

MR. ARLINGHAUS: No, | don't knowif the 25 is right and
they do. | don't think we even | ooked at that. But this 26 is
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it's unrel at ed.

CHAl RMAN KURK: So this conmes from'17 -- '"16 or '177?

MR. KANE: '17.

MR. ARLI NGHAUS: Fiscal 17.

CHAI RVAN KURK: Fiscal 17 and the noney that | was talking
about is Fiscal 18.

MR. ARLI NGHAUS: That's correct.

CHAl RVAN KURK: Plus | understand there's going to be even
more in Fiscal 19.

MR. ARLI NGHAUS: Not a question for ne.

60

CHAI RMAN KURK: This woul d have been -- this would have been

very -- thank you. Senator Sanborn.

SEN. SANBORN:. Thank you. So, Charlie, | just want to make
sure I'mclear. So it's your estimation at this point that we
could be | ooking at additional revenue of the 25.5 from CH P
pl us your 26, of which none of which has been appropriated or
pl edged.

MR. ARL| NGHAUS: Yeah, |'mnot sure | would describe it as
ny 26, but --

SEN. SANBORN: It's in your bank.

MR. ARLI NGHAUS: Yes.

SEN. SANBORN: You did say your bank.

MR. ARLINGHAUS: It's in your bank. You're the Legislature.

You appropriate. No, that noney has not been appropri ated.
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SEN. SANBORN: So 50 million bucks, 52 mllion bucks.

MR, ARLI NGHAUS: And | can speak to the 26. 3.

CHAI RVAN KURK: Senat or Sanborn, plus a conparable anmount in

' 109.

SEN. SANBORN: O bot h?

CHAI RVAN KURK: 26 plus 25.5, plus 25 to 30 for '19.

SEN. SANBCRN: But not --

CHAI RMAN KURK: It's a total of roughly 75.

SEN. SANBCRN: Total roughly 75.

CHAI RMAN KURK: Over the bienni um

SEN. SANBORN: O unappropriated revenue on the line item

CHAI RVAN KURK: Correct. And that has nothing to do with any
addi tional revenue we m ght get fromour standard revenue
sour ces.

SEN. SANBCRN: Correct.

CHAI RMAN KURK: Vari ous busi ness taxes and so forth.

REP. WEYLER. O litigation awards.

CHAI RVMAN KURK: Yes, or litigation awards.

SEN. SANBORN: Shoul d we be spending that before we get it

in?

CHAI RVAN KURK: Did you fol ks -- we've asked enough
guestions. Did you folks wish to continue?
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MR. SILVA: Those are our prepared remarks for the Single
Audit. | don't know if Charlie and Dana had anything further.

MR, ARLI NGHAUS: Did everybody get the one -- the one-pager
Dana prepared?

REP. VWEYLER:. Appreciate it.

REP. OBER: This is great.

M5. CALL: | would like to thank Steve G ovinelli for that
because he handles that, but he wasn't able to be here today.

REP. VWEYLER: We miss him from LBA.

SEN. SANBORN: | m ss himas an enpl oyee so nany years ago.

CHAI RVAN KURK: M. Arlinghaus, did you wish to comrent
further? Is your presentation conpleted?

MR. ARLI NGHAUS: Hang on a second.

SEN. SANBORN: Never get in trouble for what you won't say,
Commi ssi oner.

MR. ARLINGHAUS: It's a very large book. It represents an
enor nous anount of effort, and it was not possible w thout the
stellar work of KPM5 who does a | ot of work, and Steve
Govinelli, who isn't here, but does a ton of work on this, and
Steve and the LBA staff who are renmarkably hel pful.

CHAI RVAN KURK: | want you to know you set a very high bar
for yourself because next year we are | ooking forward to 50
mllion.

REP. OBER: No pressure.

CHAl RMAN KURK: M. Kane, do we need a notion on this?

MR. KANE: Yes.
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** REP. WEYLER: | nobve we accept the report, place it on file
and rel ease in the usual nmanner.

REP. OBER: Second.

SEN. d UDA: Second.

CHAI RVAN KURK: Seconded by Representative Qoer. Are you
ready for the question? Al those in favor, please indicate by
sayi ng aye? Qpposed? The ayes have it. And the item-- and the
notion i s adopted.

**% £ OTI ON ADOPTED}

CHAI RVAN KURK:  Thank you all very much.

M5. FARRELL: Thank you.

MR. SILVA: Thank you.

CHAI RMAN KURK: Qur next meeting will be on May 18"

MR. KANE: There's one nore, just a Managenent Letter.

REP. VWEYLER: Managenent Letter, al so.

MR. KANE: There's the Single Audit and the foll ow up
Managenent Letter fromthe CAFR which shoul d be qui ck.

CHAI RMAN KURK: | apol ogize, M. Smth. | forgot.

MR. SM TH. Thank you, M. Chairman. As was said, this is
t he Managenent Letter. |It's really conposed of two letters, and
it's a function of the financial reporting controls as a
followon fromthe CAFR audit work. And to present this from
KPM5 is Marie Zi mrerman. She was the Partner on the CAFR audit
and Beth C ague, the nmanager.

CHAI RVAN KURK: Good nor ni ng.
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MARI E ZI MVERVAN, Partner, KPMG Good norni ng.

CHAI RVMAN KURK: Do you have $26 million, too?

MB. ZI MVERVAN: We wor ked together at that. Good norning,
Chai rman, and Conmittee. For the record, ny nane is Marie
Zimmerman. |'mthe Lead Engagenent Partner on the financial
statenent audit. We had presented our opinion on the financial
statenent audit back in the January neeting. Today, we are just
presenting our report on internal controls over financial
reporting.

The first report is actually in the book that you have.
It's on Page D-1 and D-2. That is what we consider our yell ow
book report. That report would summari ze any materi al weaknesses
that we had identified and significant deficiencies. W do not
have any nmaterial weaknesses that we identified. W did identify
three deficiencies that we consider in the aggregate to be a
significant deficiency over capital assets as they relate to
year-end financial reporting, and those are noted within the
report that Jaynme Silva went through.

Wthin our Managenent Letter, the second letter, you wll
not find that in this book because it is only addressed to
managenent and yourself, the Conmittee. It is not provided to
the federal governnent as a part of the entire book in the data
cl eari nghouse.

That letter we had identified eight deficiencies. As Jayne
had descri bed, deficiencies are |less severe in nature. Five of
those deficiencies related to year-end financial reporting.
Managenent agreed with all the deficiencies that we had
identified and has been al ready taking corrective action steps
that they had provided in the Managenent Letter. They've already
started taking those steps to put in place.

That is a summary of what | wanted to provide to you today.
Does anyone have any questions?
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CHAI RVAN KURK: | do. On Page 2 there's a 24
mllion -- $24.5 nmillion figure and a $23.3 nillion figure.
Coul d you explain those and how they m ght relate, not from an
accounting point of view, but froma financial point of viewto
the $26 mllion we just heard about?

M5. ZI MVERVAN. They are actually a separate nunber; and
al though their values are very simlar, they actually represent
different anounts. We had -- when we | ooked at unearned revenue,
we have determined it was overstated by this anount, and
Managenment had corrected that. And, actually, throughout
the -- throughout Managenent's year-end process, actually this
anount was identified. Wien they went to nake the adjustnent at
year-end in the financial records, it had just been coded, |
woul d say, alnobst to the incorrect account. W had identified
that as part of our audit and they made that adjustnent.

CHAI RVAN KURK: So the 26 mllion we just heard about is not
di m ni shed by these anounts?

M5. ZI MVERMAN:  |t's a separate 26 mllion

CHAI RMVAN KURK: And t hese have al ready been accounted for
and, therefore, you're telling us there was a problem but the
probl em has been corrected, and our financial statenents reflect
t he corrected anounts.

M5. ZI MVERMAN: That is correct.

CHAI RVAN KURK: Thank you. Just wanted to rmake sure they
weren't giving on the one hand and taking on the other. Are
t here questions from nenbers? Thank you.

M5. ZI MVERMAN: Thank you. Have a good afternoon.

** REP. VWEYLER. Move we accept the report, place it on file,
and rel ease in the usual nmanner.

REP. OBER: Second.
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SEN. d UDA: Second.

CHAI RVAN KURK: All those in favor, please indicate by
sayi ng aye? Qpposed? The ayes have it and the notion is
adopted. Thank you agai n.

REP. OBER May 18'" M. Chairman?

CHAI RMAN KURK: May 18'" is our next neeting. M. Kane,
there anything el se we need to bring up?

MR. KANE: There is not.

CHAI RVAN KURK: Thank you. Then we stand adj our ned.

(The neeting adjourned at 11:37 a.m)
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