JO NT LEGQ SLATI VE FI SCAL COW TTEE

Legi slative O fice Building, Roons 210-211
Concord, NH

Friday, April 25, 2014

VEMBERS PRESENT:

Rep. Mary Jane Wl |l ner, Chair
Rep. Ken Wyl er

Rep. Peter Lei shman

Rep. Cindy Rosenwal d

Rep. Dan Eat on

Sen. Jeanie Forrester

Sen. Bob del

Sen. Chuck Morse

Sen. Sylvia Larsen

Sen. Andy Sanborn

(Meeting convened at 10:08 a.m)

(1) Acceptance of Mnutes of the March 21, 2014 neeting.

CHAl RWOVAN WALLNER: Call the Fiscal Conmittee
together for the neeting of whatever today is.

REP. EATON: 25N

CHAl RA\OVAN WALLNER: April 25'", 2014, and start
right out with the minutes of our March 21%" nmeeti ng.

** REP. EATON. Move approval.

CHAI RWOVAN WALLNER: Representative Eaton noves
approval of the March 21% neeting. Do | hear a second?

SEN. LARSEN: Second.

CHAl RWOVAN WALLNER: Senat or Larsen seconds. Any
di scussi on? Seeing no discussion. Al in favor? Any
opposed? The notion passes.




*** [ MOTI ON ADOPTED}

(2) dd Business:

CHAI RWOVAN WALLNER: And we nove on to O d Busi ness.
Anything to cone off O d Business?

(3) RSA 14:30-a, IIl Audit Topi c Recommendati on by Legi sl ative
Performance Audit and Oversight Conmittee:

CHAl RWOVAN WVALLNER: Move right on to Tab 3, the
Performance Audit Oversight Commttee has voted and
recomrended Performance Audits to us. Do | hear a
noti on?

** REP. LEI SHVAN: So noved.

SEN. FORRESTER: Second.

CHAl RWOVAN VWALLNER: Representative Lei shman noves,
and Senat or Forrester seconds. Any di scussion on any of
these audits? Al in favor? Any opposed? No opposed?
The notion passes.

*** [ MOTI ON ADOPTED}

CONSENT CALENDAR

(4) RSA 9:16-a Transfers Authorized:

CHAI RWOVAN WALLNER: Movi ng on to Consent Cal endar,
Tab 4. Does anyone want to renove anything from Consent?

REP. ROSENWALD: Yes, Madam Chair.

CHAI RWMOVAN WALLNER: Yes, Representative Rosenwal d.
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REP. ROSENWALD: Thank you, Madam Chair. | would
like to renove Item 14-043 so | could ask the Depart nment
a question.

CHAl R\MOVAN WALLNER: And on Item 14-054, are we
ready to take a vote on that one? And then we can go
back and di scuss the other one.

** REP. EATON: Mbve to approve.

SEN. LARSEN: Second.

CHAI RWOVAN WALLNER: Representative Eaton noves to
approve; Senator Larsen seconds. All in favor? Any
opposed? That item passes.

***x  {MOTI ON ADOPTED}

CHAl RAMOVAN WALLNER:  And if we coul d have someone
fromthe Departnent of Revenue Administration cone up to
answer a question. Thank you. If you could just
i ntroduce yoursel f.

M NDY CYR, Tax Policy Anal yst, Departnent of
Revenue Admi nistration: Good norning, Madam Chair,
Menbers of the Committee. For the record, ny nane is
Mndy Cyr. |'mTax Policy Analyst at the Departnent of
Revenue. And with nme here today also is Any Slattery.
She is our Business Admi nistrator. And |I'd be happy to
answer any questi ons.

CHAI RMOVAN WALLNER: Representati ve Rosenwal d.

REP. ROSENWALD: Thank you, Madam Chair. Could you
give us just a quick update of the status of the credit
card paynment system and what filing period you' re
expecting it to be avail abl e?
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M5. CYR Sure. As brief as | can be, and giving you
the information, as you know, a nunber of years ago the
statute was approved and then a state contract was put
out to bid. It was awarded through Governor and Council.
And the credit card paynent process was actually
sonet hi ng kind of piloted now by the Departnent of
Revenue the way we're doing it. So it's taken a nunber
of neetings with LexisNexis, who was awarded the
contract, and we're to the point now where we're putting
t hat process together. And in doing so, we have what
you' re seeing before you on the itemtoday, is we had
the situation where we need our existing E-File manager,
which is First Data who nmanages our existing E-File, to
communi cate with this credit card conpany and that way
if we have this contract approved or this anmount
approved they can speak to each other. And in doing so,
we anticipate, | don't want to hold it for sure, but we
anticipate in the next several nonths that credit card
acceptance of paynment woul d be avail abl e through the
Departnent's website. And as you may recall in the past,
what it was is the taxpayer would come to the website,
woul d be able to nake a credit card paynent. They woul d
click on that. It would go to the Lexi sNexis who woul d
service that, and then they woul d accept or not accept a
conveni ence fee to do that. Does not cone to the
Departnent. It goes to that. And then what we want
t hrough this acceptance of this noney is for them when
t he taxpayer's done, they go back to the website. It's
not that they would then be tinmed out or taken out from
that third- party vendor. They would conme back to our
website. And that's why we need that conmmuni cation
bet ween Lexi sNexis and First Data. And we anticipate
with this approval in going forward that maybe in the
next several nonths it will be available on our website
for taxpayers.

REP. ROSENWALD: Thank you.

REP. WEYLER: Further question.
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CHAl RWOVAN WALLNER: Yes.

REP. WEYLER: Thank you, Madam Chair. \Wo pays the
credit card fee?

M5. CYR The fee is a convenience fee that the
consunmer would pay. |I'mnot sure | know the anount of
what that convenience fee. They have an option to say
yes or no. You nmay have seen it on other ways that you
buy credit card itens on-line. You accept or decline if
you want to pay that convenience fee to have the
conveni ence of paying by credit card, but the consuner
woul d pay that.

REP. WEYLER: Consuner has to pay.

M5. CYR Yes.

REP. WEYLER: Thank you

** REP. ROSENWALD: Move approval .

CHAI RAMOVAN WALLNER: Furt her questions?
Represent ati ve Rosenwal d noves approval .

REP. EATON: Second.

CHAI RWOVAN WALLNER: Representative Eaton seconds.
Any further discussion on this itenf? Seeing none. Al in
favor? Any opposed? The item passes.

M5. CYR Thank you.
**% I MOTI ON ADOPTED}

(5 RSA 9:16-c, |, Transfer of Federal G ant Funds:
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CHAIl RAOVAN WALLNER: W'l | nmove to Tab 5, which is
transfer of Federal funds. This is Departnent of Safety
item

** REP. EATON. Move approval .

CHAl RMOVAN WALLNER: The only itemin that Tab.
Representati ve Eaton noves approval. Do | see a second?

REP. ROSENWALD: Second.

CHAl RWOVAN WALLNER: Representative Rosenwal d
seconds. Any di scussion? Seeing no discussion. Al in
favor? Any opposed? The item passes.

*** {MOTI ON ADOPTED)

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

CHAI RWOVAN WALLNER: Moving on to Tab 6. This is
several consent itens. Wuld anyone |ike to take any
itemoff?

SEN. SANBORN: Yes, Madam Chair. Can we take off
14- 056, pl ease?

CHAl RWOVAN WALLNER: Ckay. Senator Sanborn asks to
take off the item about the Public Utilities Conm ssion.
Any other itens to cone off? Seeing none.

** REP. EATON:. Move approval .

CHAl RWOVAN WALLNER: Coul d | have a notion to accept
the rest of the Consent Cal endar? Representative Eaton
noves.

SEN. LARSEN: Second.
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CHAl RWOVAN WALLNER: Senator Larsen seconds. Al in
favor? Any opposed? Seeing no opposition, the notion
passes.

*** { MOTI ON ADOPTED}

CHAl RWOVAN VALLNER:  Now we'll go to the itemthat
was taken off Consent and that's Item 14-056, and |
woul d ask sonmeone fromthe Public Utilities Conm ssion
to cone up.

AMY | GNATIUS, Chairman, Public Utilities
Comm ssi on: Good nor ni ng.

CHAI RWOVAN WALLNER: Good nor ni ng.

M5. IGNATIUS: My nanme is Any Ignatius. |'m
Chai rman of the Public Utilities Conmm ssion and happy to
be here this norning, and wel cone any questions to
explain the item If you' d like, | can give you an
overview of it first.

CHAI RMOVAN WALLNER: | think that woul d be good.

SEN. SANBORN: That woul d be great. Thank you,
Madam Chai r.

CHAl RMOVAN WALLNER: Thank you.

M5. IGNATIUS: This is a request to accept
addi tional funds into our budget and then have the
aut hori zation to expend them It's not to change in any
way what we're doing with the funds, and it doesn't
increase in any way the noney to be used by the PUC
It's only to accept and then get that noney right back
out agai n.
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The reason for the request is that the funds
recei ved have cone in higher than what we had budget ed
for. W made our best guess at what we woul d receive and
we turned out to be wong and we received nore. These
are funds that are attained through auctions held on a
regi onal basis fromthe Regional G eenhouse Gas
Initiative, RGA. And so that's done anong the nine
states that participate in RGA and New Hanpshire
receives a portion of the proceeds. W never know
exactly how many of the all owances that are auctioned
wi |l be purchased and at what price they'll be
purchased. So we're al ways guessing at what we think we
are going to receive.

We budgeted seven and a half mllion dollars for
the year and we have -- I'msorry. That's wong. W
budgeted $9.7 nmillion, and we've already received
9.3 mllion fromthe first two auctions. So we
significantly under budgeted. There has been -- there
are four auctions a year. There is another one that has
occurred in March and we haven't yet accepted that noney
because it woul d exceed our authority. At |east another
4.3 mllion is waiting to be accepted. And then there
will be one nore auction in June during this Fiscal
Year, and we think that will be a little | ess than that.
But, clearly, we need the authorization to accept it
into our budget in order to nake use of the noney by
statute so that we've asked for $7.5 million. That woul d
all ow t he acceptance of the noney received fromthe
March auction, the 4.3 mllion, and what we think wll
be somewhere in the low $3 nmillion range in the June
auction. That would allow us to accept all of that noney
in this Fiscal Year.

VWhat we do with the funds is all prescribed by
statute. If you renenber, there's a change in the
statute in the | ast couple of years. For any all owance
that sold over $1, the amount over a dollar is rebated
to custonmers. And so nost of that noney goes right back
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out to electric custonmers. Any anount under a doll ar
goes to pay for sone fees that we have and DES as wel|.
They're relatively small. And the rest of it is noved
over to the Uility Energy Efficiency Program what we
call the Core Prograns, and that goes to supplenent the
prograns that they run for their custonmers for energy
efficiency.

We no | onger do a conpetitive grant programt hat
you may renenber fromprior years. W used to do a grant
program that gave out noney. The Legislature two years
ago changed that. So all of the noney that we woul d
receive of the 7.5 mllion that we woul d be authorized
to accept and then expend woul d be used to provide
rebates to custoners for the anmount over a dollar and to
give the rest to the Core Prograns. W are not asking
for any increase in our budget line for admi nistrative
costs or anything else so it's really just those two
uses of the fund.

CHAI RWOVAN WALLNER: Thank you very much for the
expl anati on. Senator Sanborn.

SEN. SANBORN: Thank you, Madam Chair. Thanks so
much for the explanation. | appreciate it. If | could
drill down a little bit further. So if you' re expecting
about 7.5 mllion, how nuch of that is the over a dollar
amount which will go back to rate payers? And then on
the Core Prograns, | thought ny understanding is, and
this is why |'masking for sone advice and i nformati on,
was essentially broken down into two prograns, the
Energy Saver Prograns provides rebates and then |
t hought there was another program And can you tell me
what the split is of that remaining balance if it's not
being sent to the consunmers? First thing, what's sent
to consuners of the 7.5 and then of the renaining part
what -- how much is the allocation to each progranf
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M5. IGNATIUS: | wish I could answer that and |
don't have those nunbers. | apol ogize. More of it goes
to rebates than goes to the Core Prograns, the Energy
Efficiency Prograns. But | just don't have those nunbers
with me. | can get those for you later if you're
interested, but I"'msorry, | didn't bring it.

In terns of the progranms that are funded by the
Energy Efficiency Prograns, there are numerous prograns
that the utilities run. Sonme of themare for -- they
cover residential, commercial, and industrial custoners.
Different prograns for different classes of custoners.
Some of them are for new construction. Sone of themare
for retrofitting of existing buildings. Sone go to
low -- specifically to | owincone residential custoners.
There are probably ten different prograns that are paid
for through the -- run through the Core Prograns which
are overseen by the Public Utilities Conmm ssion, but
really inplenented by each of the utilities.

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

CHAl RWOVAN WALLNER: Do you have a question?

** REP. EATON: Mve approval .

CHAl RWOVAN WALLNER: Representative Eaton noves
appr oval

SEN. LARSEN: Second.

CHAI RWOVAN WALLNER: And Senator Larsen seconds. Any
further discussion on the iten? Al in favor? Any
opposed?

SEN. SANBORN: Nay.

REP. VEYLER: Nay.
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SEN. PRESI DENT MORSE: Nay.

REP. WEYLER Three.

CHAl RMOVAN WALLNER: Three. Let's have a show of
hands. Al in favor? And any opposed? So seven to
three. This item passes.

M5. | GNATI US: Thank you.

*** [ MOTI ON ADOPTED}

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

CHAl RWOVAN WALLNER: Thank you. Let's nove to Tab 7.

** REP. EATON: Mve approval .

CHAl RMOVAN WALLNER: Tab 7, Representative Eaton
noves approval. Do | have a second?

SEN. LARSEN: Second.

CHAl RWOVAN WALLNER: Senat or Larsen seconds. Any
di scussi on? Seeing no discussion. Al in favor? Any
opposed? Item passes.

*** { MOTI ON ADOPTED}

(8 RSA 106-H:9, I.(e), Funding: Fund Establi shed:

CHAl RWOVAN WVALLNER: Moving on to Tab 8.

*x REP. EATON: Move approval .
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CHAl RWOVAN WALLNER: Representative Eaton noves
appr oval

SEN. LARSEN: Second.

CHAl RWOVAN WALLNER: Senat or Larsen seconds. Any
di scussion of the iten? Seeing no discussion, all in
favor? Any opposed? |tem passes.

*** [ MOTI ON ADOPTED}

(9) RSA 604-A:1-b Additional Funding:

CHAl RMOVAN WVALLNER:  Item 9

REP. LEI SHVAN. | have a question

CHAl RWOVAN WALLNER: Yes.

REP. LEI SHVAN: Just a question for the counsel, if
| coul d.

CHAl RWOVAN WALLNER: For which item are you on at
this point?

REP. LEI SHVAN: Nunber ni ne.

CHAIl RWOVAN WALLNER: Nunber ni ne. Ckay. W could
have soneone fromthe Judicial Council cone up. Thank
you.

CHRI S KEATI NG Executive Director, New Hanpshire
Judi ci al Council: Thank you, Madam Chair, Menbers of the
Commttee. My nane is Chris Keating. |'mthe Executive
Director of the New Hanpshire Judicial Council

CHAl RWOVAN WALLNER: Thank you. Representative
Lei shman.
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REP. LEI SHVAN: Just a quick question. Do you
anticipate an inpact on 2015? | see this is your first
request for '14. Do you anticipate an inpact on this
l[ine in '15?

MR. KEATING Yes. | inagine with the |evel of
appropriation which is identical next year to this
year's, the Judicial Council wll be back here next year

asking for a simlar anpunt of funds.

REP. LEI SHVAN: Ckay. Thank you. Thank you, Madam
Chair.

** REP. EATON. Move approval .

CHAI RWOVAN WALLNER: Further question? Thank you
very much.

MR. KEATI NG Thank you

CHAI RWOVAN WALLNER: Representative Eaton noves
approval . Senator Larsen seconds. Any discussion? All
in favor? Any opposed? |Item passes.

*** [ MOTI ON ADOPTED}

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

CHAl RAMOVAN WALLNER: Next is Tab 10. Do | have a
noti on on Tab 107

** REP. EATON: Mve approval .

CHAl RWOVAN WALLNER: Representative Eaton noves.

SEN. LARSEN: Second.
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CHAl RWOVAN WALLNER: Senat or Larsen seconds. Any
di scussion on this iten? Seeing no discussion. Al in
favor? Any opposed? |tem passes.

*** {MOTI ON ADOPTED}

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

CHAl RWOVAN VALLNER: Moving on to Tab 11.

** REP. EATON: Mve approval .

CHAl RWOVAN WALLNER: Departnent of Corrections.
Represent ati ve Eaton noves.

SEN. LARSEN: Second.

CHAl RWOVAN WALLNER: Senat or Larsen seconds. Any
di scussion of the itenf Seeing no discussion. Al in
favor? Any opposed? |Item passes.

*** [ MOTI ON ADOPTED}

(12) Chapter 144:95, Laws of 2013, Departnent of
Transportation; Transfer of Funds:

CHAl RWOVAN WALLNER: Moving on to Tab 12. The first
one is Item 051, the Departnment of Transportation.

** REP. EATON. Move approval.

CHAI RWOVAN WALLNER: Representative Eaton noves
appr oval

SEN. LARSEN: Second.

CHAl RWOVAN WALLNER: Senat or Larsen seconds.

SEN. SANBORN:  Madam
JOINT LEGISLATIVE FISCAL COMMITTEE
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CHAl RAMOVAN WALLNER: And Senat or Sanborn has a
guestion. |f soneone could cone up fromthe Departnent
of Transportati on.

PATRI CK MCKENNA, Deputy Conmmi ssi oner, Departnent of

Transportati on: Good norni ng, Madam Chair, Menbers of
the Committee. My nane is Patrick MKenna. |'mthe
Deputy Comm ssioner for the Departnent of
Transportation. And with ne is Dave Rodrigue, our
Assistant Division Director for the D vision of
Qper ati ons.

CHAl RWOVAN WALLNER: Wel cone. Yes, Senator Sanborn.

SEN. SANBORN: Madam Chai rman. Thank you, Gentl enen.
Thank you for coming in. And | apologize, this isn't
specifically on this unit but I couldn't find a nore
di pl omatic way to get you up here. My question
honestly, has to do with the fact that now, hopefully,
thank God, the winter mght finally be over. Senator
Qdell's finally fishing so the ice is out. You' ve cone
t he past couple nonths | ooking for additional support
for overtime on plowi ng and salt and we all know how
difficult the winter has been. Do you antici pate that
what you have approved is going to be sufficient or you
| ooking to cone back for sonme nore appropriations? So
ki nd of generally where are you guys at this point in
wr appi ng up the end of the winter?

MR. MCKENNA: Senat or Sanborn, thank you for the
guestion. W did go through sone degree of debate
internally as to whether or not to bring forward
addi ti onal requests to purchase additional salt, if you
wll, as a buffer to the winter com ng because we did
draw down a consi derabl e anpbunt of our salt. W deci ded
to go wth the requests that have already been subm tted
and because that brings us to a reasonabl e average
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availability of salt rather than trying to, you know,
hedge the salt markets.

The wi nter maintenance, unfortunately, in a few

spots it still continues and maybe a little bit this
weekend up in the North Country but primarily it's over.
Qur crews are -- they're tired. They worked a

consi derabl e anount of overtinme. But we do believe that
we'll be able to handl e all remaining expenses within

the two transfers that the Commttee was good enough to
approve in the |last couple nonths.

SEN. SANBORN: Thank you, ma'am Now | have a
guestion on 51, if | mght?

CHAl RMOVAN WALLNER: Ckay.

SEN. SANBORN: If | mght? Thanks so much.

CHAl RWOVAN WALLNER: Yes.

SEN. SANBORN: If you can rem nd, again, |
apol ogi ze. M age is showing and retention capacity.
When we tal ked about the fleet nanagenent over at DOT,
three or four nonths ago when the Comm ssioner was in we
had a conversation where | think you' re allocating about
$2 mllion a year towards fleet replenishment. And
t hought we had a conversation that 60 or $70 m | lion of
noney in that asset basis should be about 10 million a
year. And | had this general concern that you're not
allocating sufficiently to keep up with the operating
obsol escence of your product. So can you rem nd ne of
what happened and in reference to how -- what your plan
is?

MR. MCKENNA: Thank you, again, for the question
And you're correct. W feel we're not and that's, you
know, partly on the Departnent's side for not
communi cating the issue appropriately through the budget
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process, and it's one that we're trying to get better

at. But correct. Wth a purchase cost on our heavy fl eet
of about $75 nmillion, the investnent in the service life
is typically about ten years. So the investnent on a
depreci abl e basis should be around seven and a half
mllion dollars a year would stay at an average life.

We feel that about half the service life is
appropriate for the fleet. So around five-year average
i s reasonabl e as vehicles cone in and out. And then
we' re not spendi ng an exorbitant anmount on nai ntenance
with the ol der vehicles. And for several budget cycles
we' ve been under-investing there so that our fleet
average age is growing by between a third and two-thirds
of a year each year so that the fleet is getting ol der
It's an expense that is com ng due as the vehicles wear
out.

In this particular request we had in the budget, we
had prioritized heavy equi pnent with a | ower than
antici pated amount in our budget avail able for purchases
of new vehicles. W focused our efforts on the things
that are highest priority which are the heavy equi pnent,
the plow trucks really. And so this is a class of
vehi cl es that has been pushed aside quite a while.

We anticipated -- we anticipated that several of
t hese vehicles would actually not be inspected or pass
inspection this year and had in the budget actually
i ncreased our in-state travel reinbursenment for our
construction inspectors. Qur maintenance folks in
Mechani cal Services have been doing a good job keeping

t hese running, but their average -- average m | eage on
these vehicles that we're attenpting to replace are just
under 180,000 mles. And they're -- they're on average

al nost eight years old, which is a little bit beyond the
life expectancy of these vehicles.
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We had worked to secure sone potential |eases. W
worked with Admi nistrative Services and they canme back
and said it was actually al nost double the price on this
class of vehicle to | ease these vehicles over a
five-year window than it was to purchase and they really
preferred that we bring forward a request to purchase
t hese.

The m | eage rei nbursenent, just so you' re aware,
the m | eage reinbursenent on this class if we were to do
that for the year run over a five-year w ndow conparing
with | eases is about $600,000. The | ease is about
400, 000 and the purchase is just under $200,000. So
this is the smarter and | east costly way to go. But it
hasn't al ways worked out in the budget that's why we are
asking for this request. W actually were able to cut
down on sonme of the overtine requests and ot herw se the
Bureau really feels it's inportant to have these
vehi cles in place.

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

CHAl RWOVAN WALLNER: Yes.

SEN. SANBORN: And can | ask what's your proportion
these days to | easing versus buying as an agency? Are
you | ooking nore towards | easing in general? Qbviously,
what you just said was that, at |east specifically for
the light duty pickup trucks, it's not cost effective;
but in general, | know there's been sonme conversation
makes a nice of f-bal ance sheet acquisition. Wat's your
phi | osophy and how you | ooking at it?

MR. MCKENNA: | think what we are really trying to
do is ook at the class of equipnent that we are worKking

with. Wth our -- with our heavy fleet, our orange
fleet, if you will, the plow trucks primarily and the
| arger vehicles, we feel that purchase is still probably

t he nost appropriate and cost-effective neans. W fee
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probably on the lower, the lighter duty sedans and one
ton pickup type area, we feel that also the purchase is
appropri ate.

We have been | ooking at those types of pieces of
equi pnent where we m ght not need them every single day
and where there nmay actually be a reasonabl e sal vage
value at the end of the |ease period, and we are calling
kind of our yellow fleet. So we actually just executed a
| ease program working with Adm nistrative Services on
some backhoes that are available for use in our sheds,
and we executed a five-year | ease there. And we think
there's sone decent sal vage val ue and so the | ease
actually | ooks pretty good fromthat perspective. So
it'"s really on a class of vehicle that we're approachi ng
that. But we're really doing the return on investnent
cal cul ations for each tine we | ook at this.

SEN. SANBCRN: And f ol | ow up?

CHAl RWOVAN WALLNER: Yes.

SEN. SANBORN: And | thank you for the answer.
appreciate that. And I think you'll find there are
several Senators, some maybe even in this room if you
coul d convince Washington to get rid of those stupid
orange signs on the side of the road and take that noney
for vehicle acquisition or fixing the roads, you'd find
some support there.

MR. MCKENNA: Thank you

CHAI RWOVAN WALLNER: Furt her question.

REP. LEI SHVAN: | have a question, Madam Chair.

CHAl RWOVAN WALLNER: Yes, Representative Lei shman.
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REP. LEI SHVAN: Thanks, Madam Chair. And thank you
Deputy Comm ssioner. W just received your supported
docunentation this norning and so | guess |'l1I
refresh --

REP. EATON: It's the next item

REP. LEISHVAN: |'m sorry. Senator Sanborn's
tal ki ng about trucks.

REP. EATON: Ch, I'msorry. It is this.

REP. LEISHVAN: | thought | mght be getting old,
too, |ike Representative Sanborn -- Senator Sanborn.

SEN. SANBORN: Thank you for that, Representative.

REP. LEI SHVAN: But just getting this itemthis
norning to followup. You just nentioned in your
testinony that the average service life is ten years. So
I don't think I'mconfused. But these itens all -- the
nunber of trucks here that you gave us in the |ast sheet
all showfrom7.1 to 8.8 years. Are you saying it's a
m | eage i ssue and not so much the service life?

MR. MCKENNA: Wth these vehicles, yes. That's, you

know, we're up in the, | believe -- Dave, am| correct
about 177,000 m | eage average on these vehicles? So
we're actually running these beyond -- we have

construction inspectors and field inspectors that travel
across the state to nanage the particular projects. So
we're actually putting a lot nore mleage on these per
year than we antici pat ed.

REP. LEI SHVAN: Ckay. Thanks. Thank you, Madam
Chair.

CHAI RWOVAN WALLNER: Representative Eaton
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REP. EATON. Patrick, wouldn't it be fair to say
with vehicles you have listed you re at a point where
it's costing nore to maintain themthan it is to replace
t henf

MR. MCKENNA: That's really where we are. And to be
honest, you know, as we | ooked at and we built budget
dollars in for mleage reinbursenent, we anticipated
t hese vehicles actually not passing inspection during
t hi s budget.

**  REP. EATON: Mowve the item

CHAI RWOVAN WALLNER: Furt her question?
Represent ati ve Eaton noves.

REP. WEYLER: We already have it.

CHAl RWOVAN WALLNER: Thank you. And Senator Larsen
second. All in favor? Any opposed? The item passes.

*** [ MOTI ON ADOPTED}

CHAl RMOVAN WALLNER: Now we nove to |tem 14-060,
al so Departnent of Transportation.

** REP. EATON: Mve approval .

CHAI RWOVAN WALLNER: Representative Eaton noves
and --

REP. ROSENWALD: Second.

CHAI RWOVAN WALLNER: Representative Rosenwal d
seconds. Any discussion on this iten? Seeing no
di scussion. Al in favor? Any opposed? I|tem passes.

***  {MOTI ON ADOPTED}

(13) Chapter 144:117, Laws of 2013, Departnent of
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I nformati on Technol ogy; Transfers Anpbng Accounts:

CHAl RWOVAN WVALLNER: Moving to Tab 13. The first
itemis Item 14-061, Department of Information

Technol ogy.

** REP. LEI SHVAN. Move approval

CHAI RWOVAN WALLNER: Representative Lei shman noves.

REP. EATON: Second.

CHAl RWOVAN WALLNER: And Representative Eaton
seconds. Any discussion of this iten? Al in favor?
Item passes. Ch, any opposed? Sorry. Seeing no
opposition, the item passes.

***x {MOTI ON ADOPTED}

CHAl RWOVAN VWALLNER: Departnent of Information
Technol ogy, Item 062. Do | have a notion?

** SEN. LARSEN. Mbove approval.

CHAl RWOVAN WALLNER: Senator Larsen noves approval .

SEN. FORRESTER: Second.

CHAl RWOVAN WALLNER: And Senat or Forrester seconds.
Al in favor? Any opposed? The item passes.

***x {MOTI ON ADOPTED}

(14) M scell aneous:

CHAI RMOVAN WALLNER: Now we go into M scel | aneous

and we actually have a couple M scell aneous itens today.

M. Pattison, would you like to cone up and go through
this?
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JEFFRY PATTI SON, Legi sl ati ve Budget Assi stant,
O fice of Legislative Budget Assistant: This is going
to be alittle bit of a customary action it seens, but
I"m com ng before you this norning to ask for your
authority to allow ne to fill another vacancy in our
Audi t Division. W have anot her enpl oyee who's | eaving.
She's actually going out-of-state. So | need your
perm ssion to be able to fill that position.

** REP. EATON: Move approval .

CHAl RWOVAN WALLNER: Representative Eaton noves
appr oval

SEN. FORRESTER: Second.

CHAl RWOVAN WALLNER: Senator Forrester seconds. Any
di scussi on? Seeing none. All in favor? Any opposed?
Thank you

MR. PATTI SON:  Thank you.

***x {MOTI ON ADOPTED}

CHAl RMOVAN WALLNER:  And |'Il nove now to Jeff
Meyers, and he's going to review with us the Concept
Paper on the Medicaid Waiver. | think you'll all -- 1
hope you all have it in your packet of materials, and |
will hand it over to M. Myers.

JEFFREY MEYERS, Director, |ntergovernnental
Affairs, Departnent of Health and Human Servi ces: Good
norni ng, everyone. |I'mgoing to turn the m crophone
over to the Conm ssioner who'd like to make a few
remarks at the outset.

NI CHOLAS TOUMPAS, Conm ssi oner, Departnent of
Heal th and Human Servi ces: Good norni ng, Madam Chair.
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For the record, again, Nick Tounpas, Conm ssioner of
Heal th and Human Services. |I'mjoined here by Jeff
Meyers, Director of Intergovernnmental Affairs, and one
of our key partners on this endeavor fromthe Deloitte
organi zation, his nanme is Jeff Hardy.

Over the past couple years, DHHS has been enbarked
on a nunber of significant strategic initiatives within
the Department to transformthe Departnent and, in
particular, the |largest programin the Departnent by far
as well as one of the largest prograns in all of State
Gover nment, Medi cai d.

For a nunber of nonths we have been in discussions
regarding a transformati on wai ver, a so-called 1115
Waiver. Wth the passage of Senate Bill 413, we were
directed to devel op that waiver and given a specific
tinmeline to do that particular waiver today. Both Jeff
and Jimare going to wal k you through the Concept Paper
that we have -- we have subm tted.

The Legislature's directed us to submt the waiver
to CMS by June 1% of this year. And prior to doing that
we need to do a couple of public outreach and public
hearings on this to be able to get input, and we clearly
need to have the Concept Paper reviewed and approved by
the Fiscal Conmttee before we do so. So with that, I'm
going to turn it back over to Jeff, and then Jim as
wel I . Thank you.

MR. MEYERS: There are three itens in the packet
that were submitted to the Conmttee. There's a cover
letter that the Conm ssioner and | signed. In addition
to that, there's the seven-page Concept Paper. There is
a copy of the public notice which is about a page and a
hal f. Two pages actually. Excuse ne. And then at the end
of the package is a PowerPoint deck. I'mgoing to -- Jim
and | are going to go through the slide deck, the
Power Poi nt deck as a neans of presenting the waiver
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concept, and |I'Il start that in just a nmonment. | think
at the outset 1'd like to do -- do you need copi es?

SEN. FORRESTER: Yeah

MR. MEYERS: The Comm ssioner a nonent ago al |l uded
to the public process. Every 1115 Wi ver under the
Soci al Security Act is required to undergo a public
process, including notice and coment and two public
hearings that are undertaken in two different |ocations,
no greater than 20 days prior to the subm ssion of the
full waiver application to the Centers for Medicare and
Medi caid Services. The public notice included in your
packet outlines the public process the Departnent is
undertaking with respect to this waiver. There is a
website that has been set up on the Departnment's web
page. All the materials related to the waiver are posted
on that website, a copy of the public notice, a copy of
t he Concept Paper. The Departnent and Deloitte are
working now to finalize the full waiver application
which will cone before the Fiscal Commttee for approva
prior to June 1%. That waiver application should be
finalized by Monday, this com ng Monday. It will be
posted on the Departnent's website on Monday we
anticipate and it will be submtted to the Fisca
Comm ttee in advance of the neeting in which the ful
wai ver application will be taken up for review and
action by the Conmttee.

There are two public hearings that wll be held on
the wai ver application. The first of those two hearings
will be held on May 8'". That will be at the Departnent
of Heal th and Human Services Public Health Auditorium at
29 Hazen Drive. That hearing will occur from4:30 to
6:30 in the afternoon. The second public hearing will be
held on May 12'". That will be held from1l to 3 in the
afternoon at 125 Airport Road which is the | ocation of
t he New Hanpshire Hospital Association offices. The
Departnent's Medical Care Advisory Conmttee, which is
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the statutory commttee that every state is required to
set up under the Federal Medicaid law in order to review
any changes to a state's Medicaid Program the Medica
Care Advisory Conmittee neets at the New Hanpshire
Hospital Association offices up on Airport Road. And the
Medi cal Care Advisory Committee is an acceptabl e venue
under Federal regulations for a public hearing for an
1115 Waiver. So the second public hearing will be, as I
said, on May 12'" at the MCAC regul arly schedul ed
meeting, which is at the Hospital Association offices.

In addition, public coment is now open on the
wai ver concept and public comment can be made on the
wai ver application itself beginning on Monday. The
public notice that's on our website and that's in your
packet identifies the mailing address, both for hard
copies and for any e-mail notices.

As the Conmmi ssioner indicated, with us today is Jim
Hardy fromDeloitte. Deloitte has worked with the
Departnent now for several years and Jimspecifically
with respect to our Managed Care Program w th respect
to other departnental initiatives in terns of how we are
| ooki ng at the redesign of our Departnent in |ight of
the nove into Managed Care and now on the 1115 Wi ver.

Jimis the former Medicaid Director of the State of
Pennsyl vani a several years ago. He has worked very
closely with Medicaid prograns and with 1115 Wi vers.
Jimis leading the teamof Deloitte professionals that
are assisting the Departnent with respect to this
wai ver. That teamincludes Russ Peterson, who is the
former -- | believe it's Finance Director in the State
of Wsconsin for Medicaid. And both Jimand Russ
together at Deloitte and at other tines in their careers
have been very involved in applying for and obtai ni ng
1115 Waivers fromthe Centers of Medicare and Medi caid
Servi ces.

JOINT LEGISLATIVE FISCAL COMMITTEE

April 25, 2014

26



I"mgoing to nowturn to the slide deck. |'m going
to go through the first part of the slide deck nyself
starting the context for how this waiver fits into the
Departnent's health reformstrategy, and then Jimis
going to take you through the second half of the slide
deck to talk specifically about the individual prograns
that we are proposing.

"Il also say just at the outset that this is the
concept and the proposal that's going forward as part of
the public process. W anticipate that we'll receive
comrents fromthe public, frominterested stakehol ders,
from providers, and we are able throughout the public
process and until the Fiscal Conm ttee approves the
final waiver application to anmend and i nprove what you
have before you today.

As | said, once the final full applicationis
finalized the beginning of the week, that will be
submtted to you as well. So you'll be able to see in
total all of the aspects of the waiver, including all of
the financial calculations, to deternm ne how we propose
to determ ne budget neutrality and so forth. And Ji m and
I will address those issues in our presentation.

You can see fromthe cover page of the slide deck
that we have entitled our waiver the building capacity
for transformati on wai ver. W've done so because we feel
we need to address capacity issues with respect to very
i nportant public health issues in the State of New
Hanpshire right now As everyone knows, we have not been
i mmune to the heroin epidem c that has been evi denced
here and across the nation. As you al so know, as part of
the essential health benefits and as part of the New
Hanpshire Health Protection Act, the State will be
i ntroduci ng a new Substance Use Di sorder benefit for the
new adult group when that program begins in a couple of
nont hs.
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You know, there are issues -- there are concerns,
there are issues with respect to the capacity for
bringing on those services to an existing fifty to
60, 000 people. There are, in addition to that, nental
heal th issues as everyone knows, in terns of capacity
for handling those that are in our energency departnents
in all the hospitals across the state. And so we are
| ooking to this waiver as part of our overall health
reformstrategy and specifically to address sone of the
pressing public health issues that we are facing. And
t hose i ssues involve the need to build capacity for
Mental Health Services, for Popul ation Health Servi ces,
and for Substance Use Di sorder Services.

Turning to Slide 3 of the deck, this slide really
descri bes the context of how we are fram ng our waiver
application with CVS i n Washi ngton. New Hanpshire, as
each of you know, is ranked consistently as one of the
heal t hi est states in the country. However, we have our
chal | enges. And you can see on the slide we make
reference to the fact of opioid and heroin abuse
di sorders and how those are rising. There has been a
decrease in the voluntary inpatient beds and involuntary
beds as well over the |ast nunber of years.

We had a second Designated Receiving Facility start
to be stood up in the state at Franklin Hospital
begi nning in October so we have now i ncreased t he nunber
of DRF beds beyond what existed before prior to the
opening of the Franklin facility. The only Designated
Receiving Facility in the state, other than New
Hanpshire Hospital, was at the Elliott Hospital in
Manchester. So we're starting to build sone capacity
wi th DRF.

And, lastly, we note sone of the popul ation health
chal | enges that we have on this slide with respect to
| ow birth wei ght babies and the |inkages that we have
identified between maternal periodontal disease,
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particularly in non-pregnant wonen who snoke, and
pre-termbirth or low birth weight babies that becone
very expensive for any Medicaid Program As you wil|l
see, one of the prograns that Jimw |l talk about is an
initiative to provide an adult dental benefit for
pregnant women and to keep their children on dental
benefits as well.

Slide 4 describes sone of the current chall enges
Wi thin our health care delivery system W have a system

that is still somewhat fragnented and that | acks
alignment. We have a tendency, and it's not just New
Hanpshire, but it's present here as well, we have a

tendency to treat sickness. W feel that we need to
start aligning our systemso we put nore resources into
keepi ng people well before they becone sick and to stand
up resources that will help with well ness and
preventative care as well.

As | nentioned, you know, our network for Mental
Heal th and Substance Use Di sorder benefits, you know,
needs to be nore robust given the trends in the
popul ation and giving our intention initially to stand
up a new SUD benefit for the new adult group and
hopefully, later on in the next -- in the context of the
next budget process to | ook at Substance Use Di sorder
benefits for the current Medicaid popul ation as well.

We al so feel that our system | acks certain
financial incentives. You know, we need to align our
financial incentives across all payers in the state and
to introduce, you know, inportant quality outcone
aspects. So that what we're paying for is not just
treatnent, but we're paying for outcones and we are
paying for quality, and that's a pressing need not only
in New Hanpshire, elsewhere, but it's very nuch in our
mnds in ternms of how we are designing our health reform
strategy.
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At the bottomof that slide you'll see a reference
to some of the transformation initiatives. The
Triple-Aimrefers to a concept that has taken hold in
health reform across the country, starting in |late 2008,
when Don Berw ck, the forner Admi nistrator of CM5, wote
a very inportant article that was published in the
Journal of Health Affairs to tal k about the need to
i nprove health, to inprove health outcones, and to help
| ower costs. That that really were the three centra
tenets of health reformas -- as we | ook at our health
care systemin the United States. That concept of the
Triple-Aimhas taken hold at CM5 and a | ot of the health
reforminitiatives that CM5 has pursued, including
t hrough their Center for Innovation in the State
I nnovati on Model Program and other initiatives they have
done are ainmed at acconplishing Triple-Aim of investing
in prograns and initiatives that will inprove health,
that will inprove health outcones, and that will help
| ower costs in the health care system

As you all know, we are in the process of
transformng froma fee-for-service systemto a Medicaid
Care Managenent System W went live with our Care
Managenent System in Decenber. There are now as of the
end of March approximately 116,000 of our Medicaid
popul ation in the Care Managenent System Eventually, as
t he Comm ssi oner has tal ked about publicly, as the

Governor has tal ked about publicly, we will mandate the
rest of the population in. So that the waivered services
eventually will conme in, the nursing services will cone

in, and so forth. So we're, obviously, in the process of
a transformati on of which the Medicare Care Managenent
Programis a part, the New Hanpshire Health Protection
Programis a part, and this waiver is a part.

If you ook on Slide 4, it's just a very quick
pictorial representation of the four major conponents of
the Departnent's health care strategy: Popul ation
Heal th, to inprove the treatnment, to inprove
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preventative care and wel Il ness, and to address sone of
t he pressing popul ation health issues that have been
identified by our Public Health Departnent.

The Expanded Heal th Coverage representing the New
Hanpshire Health Protection Programin Senate Bill 413,
the Medicaid transformation aspect of which this waiver
is a part. And, obviously, the Mental Health Systemin
terms of the initiatives that the Governor and the
Comm ssi oner have taken and now -- and the Legislature
as well in funding the Ten-Year Mental Health Plan, and
in resolving our issues with the Federal Governnent and
maki ng very significant investnents in the nental health
system over the next several biennia under the DQJ
settl enment.

On Slide 6 and 7, we outline our goals and our
specific strategies. In our conversations with CVS
around what it is we want to acconplish with this 1115
Wai ver, CMS has said to us we need to understand how
your system operates today. Wiere you want to get to,
how you want to reform your health care system and what
are the steps you want to pursue within the Wiver that
will help you achieve those goal s? That's the charge
that CMS has given to the State. And they are | ooking
for us to identify as a justification for our 1115
Wai ver, you know, where are we now, where do we need to
get to, what problens are we trying to address?

Slide 6 and 7 touch on those issues. You know, our
goals are, as | said, to inprove quality, to inprove the
pati ent experience of accessing and receiving care in
New Hanpshire.

Secondly: To inprove health outcones, to inprove
popul ation health, and to do that we need to increase
wel | ness and preventative care in the state. And,
lastly, to undertake initiatives that wll help address
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the cost issue. The specific strategies that we are
pursuing are on Slide 7.

You know, in terms of inproving and expandi ng
access to health care and conmunity-based supports,
that's really the cornerstone of what we are trying to
acconplish with the Medi care Managenent Program To put
people into high- quality coordi nated care,
patient-centered nmedical honme settings. That's really
the goal of our Care Managenent Program

The second bull et there addressing cross-systemc
needs, devel opnental disabilities, nental health,
| ong-term supports and services, Substance Use D sorder
t hrough enhanced care coordination, the point of that is
that we need to breakdown the silos between these
various services and to coordi nate care across the
systemand to treat the whole person and not just treat
one thing over here and one thing over there, where the
services are not aligned and the paynent for those
services are not aligned. So the goal, as | said at the
outset, is to align paynent, to align services, to align
coordi nated care across the system

I"'m not going to wal k through every single one of
t hese, but they really talk about and underscore the
need for whol e person approach to deliver cost-effective
comuni ty-based services. That's really the centra
goal .

If you turn to Slide -- I'"'mgoing to spend a
little -- just a couple of mnutes on Slides 9 and 10,
and then ["'mgoing to turn it over to Jim N ne
descri bes very broadly the four aspects of our health
care reformstrategy that | nentioned and what the goals
of each strategy are. Medicaid Transformation, including
Care Managenent and the Waiver, Expanded Heal th Coverage
bei ng represented by Senate Bill 413. Popul ati on Heal t h,
to look at the Public Health Strategic Plan that our
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Departnment of Public Health released recently that | ooks
at tobacco and obesity and di abetes and cardi ovascul ar
treatnents and so forth, and the Mental Health System

The specific prograns appear on Slide 10. So if you
| ook under each of the four areas, you' |l see that under
Medi caid Transformation there are several conponents.
Step 1 of Care Managenent; Step 2 that | referred to
that we will be inplenmenting in the future; the
long-termcare reform As you know, we got a planning
grant from CM5 under the State I nnovati on Mbdel Program
to | ook at how we can reformthe delivery and paynent of
services to -- for long-term supports and services. Jim
and his Deloitte teamwere very involved in that
process. Jimpersonally ran the stakehol der aspect of
the process, was very involved in putting together the
final report which was filed with CM5 in Decenber. CMS
is now considering a second stage to that program W
are anticipating the i ssuance of a Federal funding
opportunity announcenent. Supposed to be a few nonths
ago. OCMs has del ayed that, but we'll |ook very
carefully at that when it cones out to see if there are
addi ti onal funding opportunities for how we can
i npl erent sone of the refornms for the provision of
| ong-term supports and services in the future. And then
t he Substance Use Disorder benefit is nentioned there.
Qobvi ously, under Expanded Heal th Coverage we've
referenced the Senate Bill 413 prograns.

Under Popul ation Health, | nmade a nention a nonent
ago of the fact that the Public Health Departnent issued
a State Health Inprovenent Plan a few nonths ago that
identified the ten nost central areas of public health
that we needed to address in the near termin New
Hanpshire; tobacco, obesity, heart disease, asthma, and
so forth. W hope that the Waiver, which is |isted under
that category that will focus on Mental Health,
Substance Use Di sorder and Popul ation Health and O al
Health that this Waiver will serve not only to inprove
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popul ati on health but will address our health reform
strategi es across these four areas.

I want to then skip ahead to Slide 16, 'cause |
want to transition now into the actual proposed prograns
under the Waiver.

As Jimw Il describe in just a nonent, there are
five specific prograns that we've identified for
submi ssion to CVM5. This waiver will identify designated
state health care spending that we hope that CV5 w ||
approve, that we are proposing CMs will approve, so that
there's additional funding in these five program areas
in order to build capacity, in order to continue to
transform our Medicaid Programand to nake our Medicaid
Program nore financially sustainable throughout the
five-year of the waiver period.

| should have said at the outset the type of waiver
we are applying for is called the Conprehensive Medicaid
Waiver. It will be for funding for five years. So that
when CMS approves the waiver, as we hope, there will be
designated funding in year one, two, three, four and
five of the Wiver.

Now, there will be conditions and limtations in
t he Wai ver that may influence how nuch funding is
avai l able in any particular year, but we are applying
for funding over a five-year period.

The fundi ng sources are identified on 17. The
proposal we are advancing is that CVM5S match health care
rel ated spending in New Hanpshire that is now bei ng
undertaken by the State, by the Counties, and by the
Local Governnent that is not now matched by CMS; in
ot her words, health care spending for which the Federal
Government is not contributing any portion of.
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We have a general match rate in New Hanpshire of
50% so that our Medicaid expenses, as a general matter,
there are exceptions to this, but as a general matter
for every dollar we spend on the program CVS matches a
dollar. And so we have identified sources of funds that
are listed here on 17 that are now not matched. I'm
going to wal k through them very quickly.

I will tell you at the outset that we continue to
work on this. This is a work in progress. W anticipate
that we will identify additional spending as well so
that when the final Wiiver application is submtted to
you for review and approval that the nunbers on this
will be nmore firm and | anticipate that they wll
i ncrease to sone extent.

We are | ooking at, obviously, maximzing the
request that we would like to make to CVs. So, for
exanple, with respect to State funding, there are State
General Funds that are now identified in the Fiscal 15
budget, the current biennial budget, that are not being
mat ched by CV5. There's about 7.5 million in Aencliff
Ceneral Funds. There are 24.6 mllion in New Hanpshire
Hospital General Funds, there's 14 and a half mllion
roughly at the Sununu Center. There's 3.2 mllion that
are -- Ceneral Funds that are appropriated under the
ten-year plan and/or the DQJ settlenent that are not
earmarked for CM5 match. There are 10.7 mllion in
Departnment of Corrections’ funds for nedical and dental
services that are now not matched. So for State funding
we' ve identified roughly 60, alnbst $61 mllion.

There are County Correctional expenditures that are
not matched for health care services to those in the
custody of the Counties. W' ve been working with the
Counties to identify that spend. We've -- the Counties
have identified to us to date a little over $6 mllion
that's not matched. That is noney that we will seek a
mat ch for that can be then placed in the various
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prograns that Jimw || describe in a nonent. And that
there's municipal expenditures with respect to their

heal th care spending, welfare spending, that is health
related. We've identified a total of about 11.6 mllion
i n rmunicipal expenditures for a grand total at the
current point of about $78 million. So these are funds
that are health care related that are now not natched by
CV5, they're not used for maintenance of effort in any
program and that we can use as a basis of a request to
CVM5 to match for the various prograns that we are

proposing in this Waiver. And so I'I|l stop for a mnute
and ask if there are any questions, address any
guestions. And, if not, then I'Il turn it over to Jdimto

tal k about the specific prograns.

CHAl RWOVAN WALLNER: Any questions of M. Myers?

REP. LEI SHVAN: Just a comment. Thanks, Madam
Chair.

CHAI RWOVAN WALLNER: Representative Lei shman.

REP. LEISHVAN. |1'd just like to say, M. Myers,
that I'"'mvery glad the Comm ssioner has dragged you into
t he Departnent.

MR. MEYERS: Thank you

REP. LEI SHVAN:  Your gui dance on this whol e new
matter is very hel pful. Thank you.

CHAl RWOVAN WALLNER: Yes, Senator Larsen.

SEN. LARSEN: |Is there evidence that this list is
simlar to other states are getting matched for simlar
spends?

MR. MEYERS: Yeah. Jim--
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SEN. LARSEN: W seemto be mssing --

MR. MEYERS: ['Il let Jimaddress that. He's had
personal experience with it. The short answer to your
guestion is yes, but I'Il let himgo into the details.

CHAI RWOVAN WALLNER: Further question? Senat or
Sanbor n.

SEN. SANBORN: And, Jeff, just asking if we want to
wait for the second part of the presentation or talk
about the policy questions upfront or you think it's
going to be answered? |If you're going directly into the
specific progranms versus policy questions, | do have
guestions, |'mhappy to wait. |I'm happy --

MR. MEYERS: Whatever the Chair would like to do is
fine with ne.

CHAl RWOVAN VALLNER: Why don't we do a couple
guesti ons now and see.

SEN. SANBORN: Ckay. Hel p nme understand this, 'cause
I may have forgotten. So part of the presentation you' ve
just nmade and what the 1115 Waiver will be allocated
towards, let's first start with nental health. |
t hought -- | guess ny first question is what was the
mental health settlenment? | thought it was a $30 mllion
spend, but | don't know what it is. Now | see three and
other parts of this report | see 30. In other parts of
this report | see 65 over five. So | guess I'mtrying to
understand first the nental health.

MR. MEYERS: Hm hum

SEN. SANBORN: What did the settlenment say we were
supposed to do and what was the expense to the State and
t hen how does this overlay on that?
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MR. MEYERS: The -- | don't have the settl enent
document right with ne. In terns of General Fund
spendi ng under the DO -- under the Federal Consent
Decree that was agreed to by the State of New Hanpshire
and now entered into by the court with both DRC and the
Federal Governnent, there is approximately 65 mllion in

CGeneral Funds that will be spent under the settl enment
over five Fiscal Years, beginning in Fiscal Year 14. The
Fiscal 14's Ceneral Fund spend is very mnimal. It's

roughly 360 or $380,000, | recall. There's about 6
mllion General Funds for Fiscal 15. As you know,
there's legislation that's currently pending in this
session wth respect to the current biennium obligation
under the settlenent. In addition to that, there are

| egal fees, about $1.8 million, | believe, that are
called for to be paid as well. Starting in the next

bi ennium there are additional General Fund spends as
the programs ranp up over Fiscal 16, 17 and 18.

SEN. MORSE: Fol | ow up.

CHAl RWOVAN WALLNER: Yes, Senator Morse.

SEN. PRESI DENT MORSE: Can we clarify something on
that? There's $6 million in '15 and $10 million in '16,
and there's $14 nmillion in "17. WIlIl, howdid -- | think
hi s question was |eading towards how does this plan tie
to those dollars?

MR, MEYERS: Well, we've identified -- on that -- on
the slide listing the noney on Slide 17, we've
identified some funds in the settlenent that are now not
mat ched. So part of our proposal, and Jims going to go
into this in nore detail, but part of our proposal is to
seek a match for those funds under this settlenent that
are now not matched by CVS. As there are
addi tional -- our Waiver application will also identify
the additional General Funds that are obligated under
the settlenment for '16 and '17 and '18 for that matter,

JOINT LEGISLATIVE FISCAL COMMITTEE

April 25, 2014

38



39

and we will seek a match of those funds as well. So we
are asking -- we're asking CMs to be able to match the
noni es that we are spending towards the settlenent.

SEN. SANBORN: So even though -- even though the
settl ement has conme back, you essentially said you need
to allocate sonme noney and spend it. W agree we have
to spend it, and are asking the Feds to cone in and pay
for half of what we're required to spend. |Is there sone
proportion we're required to spend?

MR. MEYERS: W are going to | ook. W are discussing
with CM5. W are going to | ook to see how this Wi ver
can be used in terns of satisfying sonme of the
obligations under the DQJ settlenent.

SEN. SANBORN: Thank you, sir. Madam Chair, next
guestion?

CHAl RWOVAN WALLNER: Yes.

SEN. SANBORN: So | see a dental benefit on here.
When | see the dental benefit on here --

MR. MEYERS: Yeah.

SEN. SANBORN: -- if you can rem nd ne, because
t hought when we were debating Senate Bill 413 there was
conversation at that point about including a dental
benefit which I don't think was either brought -- either
not brought forward or brought forward and voted down.
But now | see a dental benefit in the 1115 Waiver. So |
guess I'mtrying to understand the policy consideration
that if the State Legislature has essentially said it's
not a path we want to walk at this point.

MR MEYERS: HmMm hum
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SEN. SANBORN: It | ooks |ike now we are walking it
wi t hout poli cy.

MR. MEYERS: This is -- the dental benefit, Jimwll
describe it in sonme detail, but the dental benefit we
are proposing under the Waiver is not an adult dental
benefit for the current Medicaid popul ation across the
board. What we are proposing is a pilot programthat
woul d be funded with noney that is matched under this
Wai ver request for pregnant wonen for a five-year period
as a denonstration to see how this benefit will inpact
the health, oral health, obviously, the wellness of the
peopl e who participate in the overall population health
i n New Hanpshire. The Departnent is not inplenenting an
adult dental benefit right now for our current
popul ation. W don't have authorization to do so. And to
the extent we wish to proceed we woul d, obvi ously, cone
back to the Legislature, perhaps in the context of the
next budget request, and have that conversation with the
Legi sl ature. But the programthat Jimis going to
describe in a little bit of detail in a nonent is really
just a pilot programfor a five-year period because of
t he strong connection that we feel there is between
peri odontal disease in wonen, particularly wonen who
snoke, and the incidence of |ow birth weight babies in
New Hanpshire that have a very significant cost i npact
on our Medicai d budget.

| also want to go back, if I could, and just

enphasi ze that with respect to the DOJ settl enent nonies
that the nunber, the $3.2 million nunber that's on Slide
17 is just a Fiscal 15 nunber. As | said a nonment ago
when | enphasi zed that when we bring forward the Wi ver
application, we will be adjusting the request to reflect
in the next several years the additional General Funds
that are obligated under that settlenent.

SEN. SANBORN: Two nore questions, if | may?

JOINT LEGISLATIVE FISCAL COMMITTEE

April 25, 2014



41

CHAI RWOVAN WALLNER: Very qui ck ones and then we'l|
nove on to M. Hardy's presentation. He m ght answer
sonme of our questions.

SEN. SANBORN: Thank you. Accountability, the end of
t he day neasuring outcones.

MR. MEYERS: Yeah.

SEN. SANBORN: Maybe this is for the Conm ssi oner
Before this whole thing kicks off where we are about to
spend 400 to $700 million a year trying to make peopl e
heal thier, are we going to create a very conprehensive
basel i ne about where our health is, acknow edgi ng we are
supposed to be one of the healthiest states in Anerica
today, and now we are about to spend a fair amount of
noney. So we can | ook back at this a year or two or
three years fromnow and say is the noney well spent or
not .

| guess I"'mstill mssing kind of that on one here
you yourself said how healthy our state is. W always
tal k about how healthy our state is, and then we talk
about how we need to nake it so nuch nore healthier and
spend a |l ot of nobney. So what's that accountability to
the taxpayer we add at the end of the day that is really
going to be able to say, hey, we just spent a bunch of
noney and people are actually really healthy?

MR, TOUMPAS. That may be a broader question but
there are a couple things. Nunber one, Jeff has
nmentioned our Division of Public Health Services that
identified ten key areas and they identified those key
areas in terns of what the cost drivers are, what costs
are being borne there right now so that as we inpl enent
t hese various prograns, we have a baseline or a
benchmark that we can | ook at so are we noving the
needl e around, whether it's tobacco, whether it's
obesity, diabetes and so forth. So they've established a
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baseline so that any initiatives we nove forward here
we're able to neasure that and then be able to go back
and take a | ook at that against the -- that baseline
that they had set. That's related to the broad
popul ati on.

For the Medicaid Programitself, as we inplenment
Care Managenent, there is a very rigorous quality
conmponent to that in terns of gathering the data from
all the different visits, encounters, and so forth that
have happened so that we have put a significant,
significant enphasis on capturing the data in order to
be able to nmeasure the quality. That certainly rel ates
to the Medicaid Program U timtely, the two of them
conme together to basically |ook and say have we noved
the needle at all on population health. It's a good
guestion, but I think it's beyond sone of the detai
that we are going to go through here.

SEN. SANBORN: | appreciate that. My final question
is of everything we are tal king about so far tends to
deal with health. And so | guess my question that if we
are |l ooking to match Sununu Youth Services General
Funds, | guess traditionally I thought that nore
rehabilitative or educational than not dental, obesity,
drug use, health types of issues. So ny question is I'm
not sure what we are looking to match there. Is it just
an allowabl e GL account that the Feds have allowed us to
match on or is there some sort of specific program
concept or policy that you're trying to match?

JAMES HARDY, Specialist Leader, Deloitte
Consul ting: So, Senator, | can probably answer that
guestion and Senator Larsen's question at the sanme tine.

We tried to identify potential sources of funds
where there's at |east a conpelling argunent or the
begi nni ngs of a conpelling argunent for CVMS5 to waive its
current rules to match those expenditures that we are
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making wwth owm State funds. So what we have done in the
Wai ver concept is try to align the uses of those funds
in a general way to the sources, but also align themto
the general reformstrategies within the Departnent of
Heal th. So you don't have to have a one-to-one
relationship or direct relationship to the sources and
the uses. But they, obviously, look for, boy, if we are
going to grant you this waiver authority to match this,
we want to see what it's for and we want to see -- they
want to see sone relationship. So that's what we have
tried to do in the program

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

CHAl RWOVAN WVALLNER: M. Hardy, would you like to
start your presentation?

MR, HARDY: Sur e.

CHAl RWOVAN WALLNER:  Thank you.

MR. HARDY: Actually, | also want to before | start
tal king about the program | just want to add one nore
t hing on one of Senator Sanborn's questions about the
eval uation. There's a stringent eval uation requirenment
in the 1115 where we have to devel op and CVS nonitors
t he outcones that both the financial, as well as
programmati c outcones that we expect to see fromthe
Wai ver, and those are evaluated at the end of the
five-year. So it's a very robust programand it's laid
out at the very begi nning.

We al so have to convince CMS that there is a return
on the investnent that they're making with these funds.
And, again, that's part of the evaluation process. So
it's actually quite rigorous in the evaluation of did we
use these funds appropriately and generate the kind of
outcone that we are | ooking for.
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SEN. SANBORN: Thank you, sir. Thank you, ma'am

CHAl RAMOVAN WALLNER:  HmM hum

MR. HARDY: | want to turn to Slide 18 to begin to
tal k about the prograns that we are proposing to use the
1115 Waiver authority for. The first group of prograns
are under nmental health and the creation of a Mental
Heal th Community Reform Pool. W have five conponents
to this pool.

The first pool -- first conponent is to nake
Capacity- retention Paynents to health systens that if
they pledge to maintain their current |evel of nental
health and SUD rel ated services within their health
systens. One of the things that Jeff tal ked about in the
begi nning of the presentation is that the Health Care
Delivery Systemand the Mental Health Delivery Systemin
New Hanpshire has elenents of fragility init. So the
first thing we wanted to do is try to shore up the
system and generate sone additional paynents and to
mai ntain the current access.

The second conponent is a Capacity-expansion
Paynment, and this woul d encourage hospitals and health
systens and other providers froma bricks and nortar
perspective if they want to open a needed new unit, they
need to -- we're not in the investnent business per se,
but what we want to be able to do with these paynents is
to inprove the return on investnent for that health
system by for a period of tine enhancing the paynents
associated with the services that get delivered in that
new unit. Again, to try to help the -- that health
system fi nance the expansion of needed servi ces.

Simlarly, the third programis an enhanced paynent
for a three-year period for New Services. So the second
one is nore bricks and nortar. The third one is nore for
services. So if they bring new needed services on-line
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for a period of time for that three-year period, we'l]l
enhance the paynent rate. And, again, it's to try to

i nfluence the return on investnent cal culation for those
providers. Boy, if I'mgoing to make the investnent to
stand up a new program and new service, | want to have a
qui cker path to getting a return on that investnent that
" mnmaki ng. So, again, trying to approach it froma
return on investnent perspective.

The fourth element of the pool is a Pilot Program
Pool. One of the things that the Departnent was very
interested in was encouragi ng the devel opnent of
community solutions to the nental health issues and
physical health issues and the conorbidities that exist
bet ween those issues. And |I'mnow on Slide 19.

So in this conponent, we would receive basically
grant applications fromhealth systens, from Conmunity
Mental Health Centers, from Federally-qualified health
centers and from ot her provider types about their
approaches to try to i nprove the managenent and delivery
of services, particularly services for individuals who
have a physical and behavioral health co-norbidities.

We heard a lot -- the Departnent has net with the
heal th systens about the -- about the Concept Paper and
one of the things that we heard in those neetings was
that they're doing a lot of things to try to align with
the Departnment's Managed Care -- Care Managenent
initiative and maeking investnents in devel opi ng new
prograns. And we wanted to create a vehicle that could
support them as they nmake those transitions within their
own delivery system

It also aligns with there's a conponent in the Care
Managenent Program begi nning in 2014, 1% of the Managed
Care prem uns are being withheld for the MCOs to cone
bring forward a paynent reform plan, which is -- the
Departnent is |ooking for those MCOs to say this is how
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we want to help transformthe paynent and delivery
system And then they're neasured agai nst the
performance of that plan and they can earn back that 1%
This is really a conpanion to that to help the providers
respond to the initiatives that Manage Cared

Organi zations and the Departnent want to engage themin.

The fifth conponent is | abeled an Incentive Pool,
and it actually is nore in keeping with Senator
Sanborn's comrent about accountability and outcones.
What the intention is that beginning in the second year
of the pool is that the anticipated anmounts of
expenditures in the four other pools that we have a 20%
hol dback on those. And that those -- that 20% hol dback
is then paid back out to the providers assum ng that
t hey neet outcones and outcones that were called for in
the various initiatives. So, again, trying to get sone
skin in the ganme of the providers around the outcones,
not just making the paynments. So that's one set of
initiatives that we have in the -- in the current waiver
concept.

The next one nore relates to support of the
ten-year plan and the DOJ settlenment. And just, although
we have tal ked about this previously, one point of
clarification on this. What we have identified on this
chart are the portions of those services that the
Federal Governnent is not currently matching. So you've
got State funds in the current plan as well as Federa
funds, and so they're matching sone of it but not all of
it. So what we're asking for is have themmatch all the
services that are called for in the ten-year plan and
the DQJ settlenment. And for State Fiscal 15, there are
$3.2 million worth of funds that have no Federal nmatch
associ ated with them and requesting that those funds be
mat ched under the Waiver for it.

The next programis about a training and education
programrel ated to Substance Use Disorder. Jeff
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i ndicated that this Substance Use Disorder benefit wll
be available to the new popul ati on through the Health
Protection Program And one of the things that the
Departnent has heard fromthe SUD stakehol ders is that
there's a real |ack of awareness and under st andi ng of
the disorder, as well as the treatnent options and the
ability to screen for those options. So this portion of
the fund really encourages grant applications from
providers for training and workforce devel opnent to

rai se the awareness, to increase the ability to screen
for individuals who are in need of those services. This
is really a prevention strategy to be one of the areas
of potential focus of this would be for increased
training of energency roomstaff and professionals to
identify the potential of an SUD i ssue and to be able to
screen and provide treatnent options. Be an exanple of
one of the training prograns that we would | ook to see
funded underneath this initiative.

The next one Jeff had described as the oral health
initiative. There are really two conponents to the ora
health initiative. One point I do want to make is that
t he pregnant wonen under the age of 21 currently get
benefits because they're covered under the
wai ver -- under the dental benefit for non-adults. About
hal f of the births that take place in the Departnent are
under 21. So this is |ooking to extend a nodest dent al
benefit with over 21 pregnant wonen and extendi ng the
coverage for the momup through five years of the birth

of the child. And there are two -- there are two
elenments to this that | think are inportant. One is that
the literature is, | think, reasonably conpelling that

for pregnant wonen that snoke or had snoked, the

conbi nati on of snoking cessation and periodont al
treatnment during pregnancy can have a significant inpact
on reducing the incident rate of |l ow birth weight and
premature birth.
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So if you think about the cost of, you know, that
premat ure baby, that | ow birth weight baby who ends up
in the NICU and costs the State a mllion dollars, the
relatively cheap intervention by providing the dental
coverage reduces the incident of those and a rea
opportunity, we think, to denonstrate a, you know,
significant return, not only financially but also for
the health of the baby.

Continuing the benefit for the nmomthrough age five
of the child is based on pretty significant literature
that the existence of dental coverage for the nom | eads
for the use of the dental benefit of the kids. So one of
the things that we're actually devel opi ng an anal ysi s of
now of the use of an enmergency roomand sort of a
procedure unit expenditure for children under the age of
five which really indicates in those situations for
dental issues that those issues have gone untreated,

t hen becone nore significant and require the treatnent
in the energency room So by providing this benefit, we
hope to encourage nore preventative use of dental
services for their children up to the age of five and
not use -- and reduce the use of energency room
inpatient services related to significant dental issues.

The last initiative that's included in the Concept
Paper relates to a program call ed | nShape whi ch was
establ i shed several years ago, the grant to the
Community Mental Health Systens and the Dartnouth Health
System whi ch focuses on trying to deal with
obesity-related issues for individuals with significant
and chronic nental health disease. The program has
shown strong initial results, and there's an interest in
expandi ng the programto include children as well as to
i ncl ude the individuals who are enrolled in our 1915(c)
Wai ver for developnentally disabled, as well as to add a
snoki ng cessation class, the nmechanismfor -- classes
for the people in the program
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The mechanismfor this is to create a grant
opportunity for health systens and Community Ment al
Heal th Systens to bring forth proposals, to expand the
use of the InShape Program | think when you | ook at
these five prograns, the Departnent has really tried to
focus on addressing community need, not putting forth,
you know, a series of programs that, you know, are
required to be inplenmented but | ooking for proposals
fromconmunities and fromhealth systens and the
Community Mental Health Centers that address conmunity
need. So very nmuch of a conmmunity focus as we devel oped
the progranms within the \Wiver

That's a description of the Waiver. | think, Jeff,
you al ready tal ked about the tineline.

MR. MEYERS: Yeah. Before we go to the tineline,
maybe a couple nore points that Jimmy want to
el aborate on. These are the types of prograns that CMS
has seen before in other states, and they're the type of
prograns that have appeared in Wivers from Texas and
California and other states that Deloitte is famliar
with. W feel that we want to put something forward that
CM5 is famliar with to sone extent and is open to
considering, and that has funded in other states in a
simlar basis so that we can really maxim ze the
opportunity with the Federal CGovernnment at this tine,
given the time frame that was established in the bill
subm tting a Waiver in June, wanting to get a response
fromthe Federal Governnent no |ater than Decenber. So
we feel in order to neet that time frame we want to put
forward i n advance prograns that they've seen before in
ot her states in other context.

MR. HARDY: | think that's a really inportant point,
Jeff. It's inportant to recognize that CVM5 i s not
required to match those funds. So we have to convince
themthat there's a good reason and that it's aligned
with their goals and objectives for themto match those
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funds and to allow us to have access to those funds. So
that CM5's willingness to approve that Wiiver authority
and, frankly, the size of the amount of noney that's
avail able, really has a direct relationship to their
support of the goals and the alignnent of New
Hanpshire's goals with CM5's goals. And that's

been -- definitely been an eye that we have taken as we
devel oped the concept.

MR. MEYERS: Tal k about budget and travel for a
second.

MR. HARDY: Sure. The one other conponent that we
haven't addressed on the slides is the other thing that
we have to convince the Federal Government on is that at
the end of the day when we | ook at these expenditures,
as well as the expenditures related to Care Managenent
and other reforminitiatives, that at the end of the day
we have to convince CVS that they woul d have -- that
they' re not spending nore than they would have if we
hadn't done these initiatives. So we have to
denmonstrate, in essence, that there are savings
associ ated with these prograns, these prograns
specifically, as well as we'll include in our budget
neutrality conversations the savings associated with
Managed Care, because at the end of the day it has to be
budget neutral for CM5. So if they give us that noney at
the end of that five-year period, their overal
expendi tures can't exceed what they woul d have been if
they hadn't given us the noney. So there's another check
on the accountability fromthat perspective with CVS

Those negotiations with CVB are influenced by their
interest in support of the program because it's -- it's
not a sinple and easy math equati on what those
negoti ations | ook |ike.

CHAIl RWOVAN WALLNER: Senator Mdirse, did you have a
gquestion?
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SEN. PRESI DENT MORSE: Sure. Jim thank you once
again for presenting to us. My question goes back to
Page 17 and | know it's not an easy and sinple equati on.
But based on your experience with other states, we're
subm tting a nunber now that Jeff alluded is going to be
greater than 78 mllion. Wiat are we | ooking at as a
state when we go to Washi ngton? You obviously had
communi cation with them You know, is this a 75% you
know, success rate or greater or |ess?

MR. HARDY: So the real -- the real connection
bet ween the nunbers here is really w th budget
neutrality. So we have got to get the -- and we are
still working on the budget neutrality calculation in

terns of how nmuch roomwe have to keep within. Yes, it
woul dn't have cost you nore if you hadn't done that.

Now, if | had to guess right now, | think it's

going to be underneath that nunber. W're still working
with MIliman to kind of crunch the nunmbers. So it's
somewhere less but | can't -- as soon as we get a better

handl e on budget neutrality, be happy to cone and talk
with you and wal k you through the nunbers, just haven't
got them done yet.

SEN. PRESI DENT MORSE: Fol | ow up.

CHAl RWOVAN WALLNER: Yes.

SEN. PRESI DENT MORSE: These two questions are
probably for the Departnment. On Slide 20 there's a
$3 million match to what | believe is that $6 nillion
spend you're tal king about. Has that been accounted for
in any docunment that |1've read so far or is this just a
new - -

MR. MEYERS: No, no. |If | understand your question
no, we haven't accounted for it in any other docunent at
this point.
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SEN. PRESI DENT MORSE: All right. And then from al
t hese pages that cone after that Page 17 wth all these
i deas of what we are going to create in New Hanpshire,
is there a financial page that kind of |ooks at, you
know, 10 mllion is going to this --

MR. MEYERS: Yeah.

SEN. PRESIDENT MORSE: -- 10 mllion is going to

t hat .

MR. MEYERS: That's what we're devel opi ng now and
will be part of the final Waiver application in terms of
a proposal in ternms of how we are going to allocate the
spend in each of the categories.

SEN. PRESI|I DENT MORSE: And when will we see that?

MR. MEYERS: MIliman is still crunching some
nunbers for us. So that won't be Monday. There will be
sone placeholders in the application for that Senator on
Monday but when it goes in --

MR, HARDY: | think as part of the final application
we'll see that. And | think we'll get alittle -- we're
setting up regular neetings with CM5 to -- to tal k about
t he budget neutrality issues. Because one of the things
is it's kind of accordion. So, you know, the pots of
noney | ook different if they give us $70 nillion a year
as opposed to giving us $30 mllion a year. So, you
know, and sone of these things we devel oped sonme math
around about how to size them And then we are going to
have to accordion them and we are probably a couple
weeks away from being able to have that |evel of detail
to kind of show you where the, you know, where we have
hard nunbers about, yeah, we can price out the
Capacity-retenti on Paynent and we are doing that. And
the other ones are a little nore specul ative and

probably a little nore accordi on, we can put nore noney
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into the cormmunity pilot programif we get a |arger
amount of noney. But we can wal k you through the
construct of those of where we have hard nunbers how we
generated the math.

SEN. PRESI DENT MORSE: Madam Chai r.

CHAl RWOVAN WALLNER: Yes.

SEN. PRESI DENT MORSE: Just a comment. | do think
we need to see that before we vote on this docunent. |
think my concern is this nental health settlenent that
we did, how does it tie along the way. You know, Jeff
nmentioned sonething earlier and there's $24 nmillion of
new spendi ng based on the way you commented in the next
budget. I'mnot sure we see it the sane way you see it.
So we would like to see sonething at this point to cover
t hat cost.

MR. MEYERS: Yeah, yeah.

CHAI RWOVAN WALLNER: Furt her question. Yes, Senator
Sanbor n.

SEN. SANBORN: Thank you, Madam Chair. Thank you so
much for the great presentation and kind of al ong where
Senator Morse is. You know, as we know what we approved
with Senate Bill 413 that if the Feds take a wal k on
rei mbursenent for services, the programtechnically
ends. In here you're setting up a schene of a nunber of
di fferent prograns. And even if the Feds cone back and
say, look, we are going to commt you to $350 nillion
over five years or whatever that nunber turns to be,
what's the obligation to the State if one or two years
into it they say, well, we were there, but now we m ght
not be there. |Is the State still obligated to carry the
programon what's left to get what's left? So they
going to be held at the hundred percent of all the
servi ces and products knowi ng that anount m ght -- that
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rei mbur senment anmount m ght cone back? How s that
negoti ati on work?

MR. HARDY: Well --

SEN. SANBORN: Or how the priority works if the Feds
decide to | ower the reinbursenent com ng down?

MR. HARDY: These are all Federal funds. So Federal
funds aren't there or get reduced, the State doesn't
have any obligation to fill in those funds. So those
prograns end. The incentive program the enhanced
paynent rates would go away. The grant funds would
terminate. We'd have to wite the | anguage in the grant
agreenents to nake sure that there's a clear
understanding that there's no State obligation to
continue this programif the Federal funding is not
avai |l abl e.

SEN. SANBORN: Thank you, sir.

MR. MEYERS: Right.

CHAl RWOVAN WALLNER: Yes, Senator COdell.

SEN. ODELL: Thank you, Madam Chair. |'m | ooking at
Page 17, also, and | see the $6 mllion allocation for
County, for the Correctional nedical and health
spendi ng.

MR. MEYERS: Yes, sir.

SEN. ODELL: If | was a County that's spendi ng
substantial anount on drug prograns and particularly
after people are out of the correctional facility --

MR MEYERS: HmMm hum

SEN. ODELL: -- and where you're matching that

noney, what is the benefit for the County fromthat
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mat ch? I n ot her words, how do they benefit? 'Cause |
assunme they can apply for a whole series of additiona

al l ocations, but there's no actual relief for themfrom
the cost that they currently are incurring.

MR. MEYERS: ['Il start and then Jimmay want to
comment as well. | nmean, |'m having conversations with
the Counties now, including on that very issue. And ny
perception of it is that to the extent that we address
mental health and Substance Use Di sorder in particular,
SUD i ssues, those are folks that won't come back into
the system again. And so there's an inpact on the
overall system the County system for fol ks that get
the treatnent that they need and then don't cone back
and increase the recidivismrate. So there really can be
a positive inpact on a County fromintroduci ng sone of
t hese benefits. That's, | think, the first point to
make.

MR. HARDY: And then | think the second point is
that, you know, County governnment, | can't see any
reason why we wouldn't allow participation in them
appl ying for grant funding --

MR. MEYERS: Absolutely.

MR, HARDY: -- for -- to doing a county-based
initiative along the lines of the pilot prograns.

CHAl RWOVAN WALLNER: Yes.

SEN. ODELL: | think, Jeff, you know the County |I'm
tal ki ng about here and as an exanple, where they have
al ready driven down their recidivismrate. This heroin
problemis huge and substantial. So they have already
i nvested and are investing in the sanme things you're
going to try to do.

MR. MEYERS: Yeah.
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SEN. ODELL: But fromthe standpoint so let's say
they're at 90% effi ci ency.

MR. MEYERS: Ckay.

SEN. ODELL: And you think you're going to get it up
to 100% but in the nmeantime there's no relief for them
fromthe standpoint of their current commtnment to --

MR. MEYERS: Yeah.

SEN. ODELL: -- this program which is pioneering in
terns of being recogni zed around the country the way
they're doing it.

MR. MEYERS: Ri ght; although as Jimsaid, if they
applied to access sone of these funds, it may be a
source of funds for the County. It could -- and | don't
want to junp too far ahead. |'mnot sure whether it
coul d suppl ant sonme of those nonies or not. But that's
the idea I"'mstarting to think about, obviously.

SEN. ODELL: Okay. Geat; thank you very nuch.

CHAI RWOVAN WALLNER: Furt her questions. Thank you
very nmuch for the presentation. And | -- | do want to
say that we did cone to an agreenent, Senator Forrester,
and M. Meyers, and nyself canme to an agreenent this
morning that we will neet on May 22" which is unusua
for us because it's a Thursday in the afternoon at
1 o'clock. And that will be a special fiscal neeting
just to approve the Medicaid Waiver application. And
al so --

MR. MEYERS: Also the State Plan. W would like to
bring to that neeting, Madam Chair, the final Wiiver
appl i cation which you'll receive in advance of the 22"
obviously, and as well receive an advance on the 22"
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copies of the remaining three State Pl an Anendnents t hat
we need to have approved, that we are asking for your
approval for for submission to CM5, the alternative
benefit plan, the F-MAP draw down, and the cost-sharing
spot .

CHAl RWOVAN WALLNER: Yes, Senator Morse.

SEN. PRESI DENT MORSE: That session for us is very
short. It's just the norning. Jeff, | just want to
under st and one thing though 'cause | don't know with al
t hese discussions with the Chiefs of Staff and
everything, we are going to need presentations |ike you
did --

MR. MEYERS: Yes.

SEN. PRES|I DENT MORSE: -- in the |last two weeks for

us.
MR. MEYERS: Yes, yes.

SEN. PRESI DENT MORSE: | don't know how t he House
wants to handle it.

MR. MEYERS: W will|l nmake ourselves available in
advance of that date, however you like us to, and we'll
work with you to make sure that that gets schedul ed soon
to ensure that those sessions are and we'll do the sane
thing for the House.

CHAl RWOVAN WALLNER: Thank you. So the next neeting
of Special Fiscal Meeting will be Thursday, My 22" at
1 o'clock and we'll go over those approvals that we need
to do.

MR. MEYERS: Thank you
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CHAl RWOVAN WALLNER: Thank you very much for your
presentation. It was really hel pful.

(15) Information Materials:

CHAl RAOVAN WALLNER: Next we nove into informational
items. | know I'mgoing to ask the Conmmi ssioner if he
will stay up right there and go through the Dash Board.

|'"ve asked Senator Forrester if she would take over

for me at this point. | have to go back to work. This is
fun, but work is calling. I will nention though that we
have al so agreed that we will have our |ast Fisca

meeting for this Fiscal Year on June 9'". It's a Mnday;
again, alittle out of the ordinary, and it will be our

regular neeting. And it will be at 10 o' clock, and that
will probably be our |ast nmeeting for the year. And,
t hank you, Senator Forrester. | appreciate it.

SEN. FORRESTER: Thank you

CHAI RWOVAN WALLNER: Work appreciates it, too.

VI CE- CHAl R\OVAN FORRESTER:  Commi ssi oner .

MR. TOUMPAS: Thank you, Madam Chair, Menbers of the
Comm ttee. The Departnment has submtted the Dash Board
for the period ending March 31° of 2014. | want to wal k
you through at a high level just a couple of the key
t akeaways on this, specifically as it relates to the
casel oads in the Medicaid Programarea. Do you have the
item before you?

MR. PATTISON: It should be your last itemin
the -- in your binder.

SEN. SANBORN: Under Tab 15.

VR, PATTI SI ON: Under Tab 15, that's correct.
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SEN. FORRESTER: Ckay.

MR. PATTISON: It's 14-069.

SEN. FORRESTER: Cot it.

MR. TOUMPAS: 1'Il speak at a high level first and
then I'll draw your attention to two conponents of the
docunment. The first | want to really draw your attention
tois that our -- fromthe period from Cctober 1% of
2014 until Decenber 31%' of 2013, this is on the very
next to the last slide. It would be called Table K That
was show ng that our Medicaid casel oads were declining
again. This is on -- do you have that? Again, it's
Table Kand it's Line 73, Colum E, showed that those
casel oads were declining and then in January the
casel oads junped significantly and then through the 31°
of March we'd seen the casel oads go up by better than
9,000 and roughly at 6%

Now, the makeup of that nunber of people is 65% of
those are children and anot her 27 or 28%of those are
parent caregivers, parent of children, |owincone
parents and their children. The -- these are the
| owest -- |owest costs of the Medicaid popul ati on and
these are not -- when we were going through the Senate
Bill 413, we were right here in this roomwhen we were
talking in the Medicaid Conmission. This is not the
woodwor k. The woodwor k woul d have been defined as those
people that prior if they had applied after January 1%
of 2014, and we had | ooked at their eligibility
cal culation the way we have traditionally done the
eligibility, and I'Il get to that in a second, they
woul d have been -- we woul d have | ooked at it and said
if they had applied prior to Decenber 31°, they would
have been eligible for the Medicaid Program That was
t he woodwork effect.
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O the roughly 9,000 here, roughly around a
t housand of those would be what we woul d call woodworKk.
If you recall, the Lewin analysis had projected that
woodwor k woul d be around 1600. So we are well bel ow what
was projected there. So why are the nunbers that nuch
hi gher? The nunbers are hi gher due al nost exclusively
to a change in the way in which eligibility is to be
calculated. This is -- it's called the MAG, the
Modi fi ed Adjusted Gross Inconme that was put in by the
Affordable Care Act. What this essentially does is that
it allows people to self-attest, meaning that
they -- they will say | make X amount of dollars and
then they get enrolled and then they have a certain
amount of time in order to cone back and provide the
docunent ati on.

The second key conponent is that there is no asset
test when they apply, and then the third conmponent is
when we | ook at how to cal cul ate the nunber of people in
t he household, it is based on the nunber of people that
is on the tax form not on the nunber of people actually
in the househol d.

Al states that adopted the Modified Adjusted G oss
I ncome, which is required under the Affordable Care Act,
whet her or not we went through Medicaid Expansi on or
not, these are -- these are people because they wanted
to stream ine and ease how people would cone in and
apply for the Medicaid Program it effectively raised
the eligibility standard so that it nade nore people
eligible for the program So that the dramatic junp that
we saw that you see in January actually reflects four
nont hs' worth of data, because it is showi ng the
applications that were received through the Federally
facilitated marketplace for the periods Cctober,
Novenber, and Decenber and the nonth of January. You'l
see then in the docunent that in the nonth of February,
and then in the nonth of March, the nunber of
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appl i cati ons canme down significantly on a nonth-by-nonth
basi s.

I will also tell you that in the nonth of -- the
first week of the nonth of April that we saw a reduction
in the caseload of that run-up that we saw by over a
t housand were then disenrolled because for a nunber of
different reasons. If they cane in and said I make X
amount of dollars and then when we were going to do the
evaluation either, A they were over that anmount and,
therefore, not eligible, we would close the case. O
when we asked for additional information, and they
didn't cone forward with the information, then we would
cl ose the case. So we saw that nunber decline by a
t housand. | don't have what the data is for the bal ance
of April. We will know that probably in the m ddl e of
next nonth to see whether that was a one-tine issue or
whet her that was a -- whether that's part of a broader
trend.

The -- the issue that -- this has a -- in terns of
bringing that nunber of people on board, again, they are
children and they are |l owincone adults with children
It really gives us an opportunity to basically putting
theminto a Managed Care Mddel will allow us to
basically provide better care for those individuals, and
| believe for the State it will be a |lower cost over the
long-term In the short-term that does have an i npact
on us because now for that additional nunber of people
there is cost associated to providing care for those
i ndi vidual s once they get into a Managed Care Plan. This
gets a little bit involved but if -- when
sonmebody -- when we determ ne sonebody eligible, they
have 60 days in which to be able to go into one of the
Managed Care Plan. So for that period they're deened
eligible, and that 60-day period and that before they go
into one of the plans we're paying on a fee-for-service
basis for whatever services that they incur. If there
are no services, it doesn't cost us anything. Once they
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go into the Care Managenent Program then we're paying a
per nmenber per nonth for those individuals.

Just so that you have some sense of the anount per
nonth that we are tal king about, for the -- for the
children they are reinbursed at a 65% Federal financial
participation, 35% are General Funds. W are |ooking at
roughly $146 per menber per nmonth for those -- for the
ki ds. For the parent caregivers it's $332 per nenber per
nonth. And for the pregnant wonen, which is the third
category, $371 per nenber per nonth. The concern or the
issue that | raised after | |ooked at the casel oads,
then going into the next part of it saying how does that
i npact our budget ?

Let ne, again, turn to Table K in the docunent that
you have, the Dash Board. And if you |l ook at Line 64,
Colum E, that shows what our Medicaid caseload was in
March of 2013. | draw your attention to that because
when our budget was created we had -- the budget was
created for the bienniumfor the Medicaid Program and a
zero percent caseload gromh and it was pegged when we
were in the House phase of the budget which is that
$129,413. If you go down to Line 76 and showi ng in March
at 136,815, that's a difference of 7200 peopl e over what
it is that we were budgeted for. So if all those people

retain -- stay in the program for the -- for the
bal ance of the Fiscal Year and going forward, that
creates a potential gap for us in the -- in the funding.

So now let me go to Table A, which is the one right
after the narrative and the cover page which is the
summary of the budget; cones right after this page here.

VWhat this is show ng that as of the end of March,
we were projecting a $7.7 mllion General Fund shortfall
for the current year, State Fiscal Year 14. That is when
we were here back in Decenber for this, we were show ng
$8.6 mllion General Fund shortfall, and we added sone
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obligations having to do wth Senate Bill 413 for the
operational cost of that, as well as sonme things that we
needed to do for systens work that were required by the
Federal Governnent. We offset that with some funds that
we had identified el sewhere within the Departnment. W
continually scrub our budget to | ook for areas that we
could come up with ways in which to be able to of fset
proj ected shortfalls and that brings us down to that
$7.7 mllion on Line 54.

State Fiscal Year 15 we are now show ng an
$18 mllion General Fund shortfall and there are
two -- two key variables that we have to nonitor and we
have to nonitor very closely. Nunber one is on Line 18
it shows the anticipated delay in Care Managenent, which
we had pl anned on. W said when we went live with Care
Managenent in Decenber of |ast year, we said the Step 2
woul d foll ow one year later. As you know, the Governor
and | basically announced back a coupl e weeks ago that
we were going to extend out the tineline for Step 2. So
any delay for each nonth of a delay beyond Decenber of
2014 will add anywhere from 700 to 900, 000 General Fund
addi tional shortfall in State Fiscal Year 15.

There's no inpact in State Fiscal Year 14. It is
only State Fiscal Year 15. And, again, we'll -- there
are a nunber of things that we are doing in order to try
to mtigate that by | ooking at phasing of Step 2, but |
just wanted to give you the worst case scenario, which
is basically |ooking at that anywhere from 700 to
900, 000 General Fund inpact per nonth beyond Decenber of
2014. Let me stop there and entertain any questions you
have either on the caseload side of it or on the budget

i npact.

SEN. PRESI DENT MORSE: Conmi ssioner, you had two
points. You only said one of them What was the second
poi nt ?
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MR TOUMPAS: On the Dash Board side of it?

SEN. PRESI DENT MORSE: On the Dash Board side you
said there were two concerns on '15. You cited one of
t hem

MR. TOUMPAS:. Yeah, one was on the Step 2 of the
Care Managenent, Senator, and then the second one had to
do with that additional caseload that we're | ooking at.
If that gets maintained through into the next Fisca
Year that roughly when | take for the nunber of children
and | just took a point in tinme, the nunber of children,
t he nunber of caregivers, parent caregivers, as well as
t he pregnant wonen, and | just took that as a point in
time fromMarch. It would be roughly $800, 000 a nonth
General Funds if all of them stayed on the program and
if all of themwent into Care Managenent.

SEN. FORRESTER: Senat or Sanbor n.

SEN. SANBORN: Thank you, ma'am Conm ssioner,
thanks. I'mnot sure if my math is com ng up backwar ds;
but, again, on Table A, Fiscal Year 14, Line 42, you've
got the expense in here to stand up 413 but didn't we
just appropriate a couple mllion bucks for that?

Shoul dn't there be an offset there for that? So go down
to Line 43. |I'msorry. You've got, obviously, the

i npl ementation of SB 413 for 2.6 mllion. But | thought
we just appropriated a couple mllion dollars in |ast
Fiscal? Wuldn't that bring it dow or is that a
different type of spend?

MR. TOUMPAS: No. Again, as we indicated, the cost
for the services associated with the newy eligible of
t he expansion side of it is covered at 100% by the
Federal Governnent. These are the costs associ ated,
either the one-tinme cost for system changes, staffing,
and so forth, the admnistrative side that are only
rei nbursed by the Federal Governnent at 50/50. The
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Senate Bill 413 appropriated a certain anount of noney,
but it did not appropriate the full anobunt that we
needed. W& were clear with the Legislature that

wi thout -- without any additional appropriation it was
going to cone out of lapse and that's really

where -- why I'mhighlighting this that it's going to
have an inpact on | apse.

SEN. SANBORN: | apologize if | wasn't clear. | got
that part that we tal ked about it [ast week in Fiscal.

MR. TOQUMPAS: Yes.

SEN. SANBORN: The $2 nmillion we appropriated out of
Ceneral Funds of what the Feds were not paying for you
to initiate the program Doesn't that offset this 2.6 or
is there an additional $2.6 in addition to $2 mllion we
appropriated | ast week? Wuldn't that decrease?

MR. TOQUMPAS. No. Those -- Jeff just rem nded ne. |
think I understand where you're going. It was -- what we
dealt with last week in Fiscal was transfers within the
Departnent. As part of Senate Bill 413 --

SEN. SANBORN: Ri ght .

MR. TOUMPAS: -- gave the Departnent authority to
nove noni es around so that we -- where we had -- where
we had surpluses in one area and | believe you asked
about or | know | got asked a couple tinmes about if we
were -- where we were taking noney from

SEN.  SANBCORN:  Yes.

MR. TOUMPAS. It was really because we had surpl uses
in those areas. W were not inpacting existing
pr ogr ans.

SEN. SANBORN: Ckay. Thank you.
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VI CE- CHAl RWOVAN FORRESTER: Senat or Mbrse.

SEN. PRESI DENT MORSE: Conmi ssioner, there's a
coupl e of concerns. | nean, nunber one, 2015 coul d | ook
like a $30 million deficit overnight with Step 2 and the
people in the equation. Is there a docunent anywhere
that explains in English to the Legislature what MAG
nmeans? It seens to ne, and | contacted you every ot her
week to tal k about the woodwork effect, you' re assuring
me in this docunent, we are still under the Lew n
Report, that this MA@ was not discussed as sonething
that was going to cone and hit the budget. And now from
what |' m understandi ng, you know, quite possibly you
coul d have a young person that's pregnant, you know,
that just lost their job, you know, go in. They could
have an inheritance in the bank and they don't have to
touch that. They automatically go onto our Medicaid
system Is there sonething that says what the rules
mean, because you're basically saying no asset test? So
listening to that |I'm saying they can have ten grand in
t he bank and they don't have to touch it and we have to
put them on Medicaid in New Hanpshire.

MR. TOQUMPAS. That issue, you had asked that when we
had our conversation whether that pertained to cash and
the answer is yes, it does. So there is no asset test on
that. Now if they have nobney in the bank and it is
generating incone, interest, and so forth that would

count as incone, that's going to -- that's going to
account as incone that we would need to conpute. But if
sonmebody has, | don't want to be flip about it, sonebody

has a mllion dollars sitting in a pillow sonepl ace
that's not going to count.

SEN. PRESI DENT MORSE: But at 1% interest it
woul dn't matter anyways. |Is there sonething that the
Legi sl ature can have that would explain whatever is
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bei ng said from Washi ngton? Public needs to understand
this -- this insanity.

MR. TOUMPAS: I under st and.

SEN. PRESIDENT MORSE: It's insanity we are being
forced to do this. I know we |ucked out. There's
children on there. And, you know, that's probably the
only reason you're tal ki ng about an $800, 000 nunber.

QO herwi se, this could have been a three or $4 mllion
per nonth nunber.

MR. TOUMPAS: Let nme just enphasize, Senator, | wll
provide you with that information. W had done sone
presentations for the Legislature when we were going
t hrough the budget process. | can get those. But then
there are other things that we have that one or
t wo- pager | can provide sone information. MAG
only -- only pertains to the children, the parent
caregivers, and the pregnant wonen. It does not pertain
to the elderly, the disabled, the nentally ill. It does
not -- it does not pertain to the conpl ex popul ations.
Eligibility calculations there, the asset test, all the
things that we have in place right now will not change.
So the only -- the only population or eligibility groups
that the MAG pertains to are the three popul ations that
I've tal ked about right now, children, parent
caregi vers, and pregnant wonen.

VI CE- CHAl RWMOVAN FORRESTER: Senat or Sanbor n.

SEN. SANBORN: My apol ogies. | thought that MAG was
appropriated to the entire expansi on popul ati on of
adul ts?

MR. TOUMPAS: Well, the MA@ -- again, |I'mtalking
for the existing Medicaid Prograns.
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SEN. SANBORN: You're tal king existing Medicaid. |'m
tal ki ng expansi on popul ati on.

MR. TOUMPAS:. Yeah, the MAG w |l apply.

SEN. SANBORN: To all adults.

MR TOUMPAS: That's the 100%

SEN. SANBORN: As well as the asset test or | ack
t her eof .

SEN. FORRESTER: Ckay.

SEN. SANBORN: Sorry.

SEN. FORRESTER: Conmi ssioner, thanks for comng in
So the nunber that we've been tal king about, that
increase, that is because of the Affordable Care Act and
applies to those three popul ati ons you just nentioned
and has nothing to do with woodwork. So could we see
that continue to increase?

MR. TOUMPAS: That's -- that's a good questi on.
That's a question that we are asking ourselves. And, you
know, we are doing some work right nowin terns of
our -- in ternms of our systenms. There's a nunber of
things that we're looking at to find out. What we know
that we did sone analysis that we could | ook back and
see over the past several years where the ups and downs
in the Medicaid Program over the course of a nonth woul d
be. And as we | ooked at this particular data, it is not
i npacting. We did not see any -- any change in the
conpl ex popul ations and so forth. This is the -- the
i ncreases here are -- due al nost exclusively to the
i npacts of the change in the eligibility calcul ation
using the MAG. That's what it pertains to.
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VI CE- CHAl RMOVAN FORRESTER: Did we know this was
comng? Did we know that this was com ng?

MR. TOUWPAS: W knew -- we knew that this was
com ng. But as we -- we put so much of an enphasis -- in
nmy mind we put so nuch of an enphasis to the naking sure
that we had the -- our systens and all the -- all our
capabilities in order to be able to inplenment it, I
don't think that -- there were -- there were docunents
that we had produced that basically indicated that we
were going to see a bunp on this, but | believe we
underesti mat ed what that bunp was going to be.

SEN. PRESI DENT MORSE: Wn't you be able to produce
t he docunents shortly based on your 60-day MCO process?
The MCOs nust be showing growh at this point.

MR. TOUMPAS:. Yeah, they are. But what -- what we're
| ooking at, Senator, is -- is the nunber that
will -- that will fall out of this because they didn't
provide the appropriate |level of information and so
forth. Their -- we are working with the MCOs. W are

working with our -- basically our eligibility system
that we need to go back and | ook at that -- |ook at that
data. That's what we are doing right now. And we are in
the -- basically, all of our -- the Dash Board nunbers

are al ways pegged at the end of the nonth. W take a
point in time at the end of the nonth and so |ikely what
we'll be doing is really looking at it in this first two
weeks of May to get a real run-down on that.

SEN. FORRESTER: Senator Mbrse.

SEN. PRESI DENT MORSE: Let ne understand the MCO
part because | think we discussed this and | don't know
that | got an answer. The MCOs nust bill the State of
New Hanpshire. | knowit's a quarterly type paynent
t hing, but they nust give you an account every nonth
fromthe three MCGs.
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MR. TOUMPAS:. Yeah, they will bill and that's sone

of the data that we are | ooking at. They bill us on a
nonthly basis. And then there's a -- right now there's a
three-nonth lag factor. So sonebody -- if sonebody

subm ts paynent for services or paynent for the

popul ation that they had in their program on

February 1st, it would be three nonths later that we
woul d make that paynent to them So we need to go back
and | ook at, you know, what we've received fromthe MCGs
and then take a | ook at what the makeup of that -- of

t he nmenbers that they have in there and see how did

that -- how is that changing over the |ast couple

nont hs, the information.

SEN. PRESI DENT MORSE: W won't be |ooking at this
till this sumrer.

MR TOUMPAS:. Excuse ne?

SEN. PRES|I DENT MORSE: W won't have data on this
until this sumrer.

MR. TOUMPAS:. W are going to continuing to nonitor.
There are sone things we are asking our systens group to
do in order to cone up with sone different type of
reports and so forth in order to dive down deeper into
this data to see is it -- we know where it's com ng
from \Wat we need to do is we need to see how is that
going to -- howis that going to track going forward.
Whet her they're going to stay in the program or whet her
they will fall out of the program | can't -- in the
past | could tell you with a high degree of certainty,
Senat or, where, you know, what the trend |ines were
going to be, and we could nonitor that and we could
nmonitor that closely. Wth this change, we -- we've got
some work to do in order to basically go in and be able
to cone up with that type of anal ysis.
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VI CE- CHAl RWOVAN FORRESTER: Senat or Sanbor n.

SEN. SANBORN: Thank you, Madam Chair. Conm ssi oner,
t hank you. Kind of along where Senator Mrse is, our
concern -- a big part of our concern at this point is
you continue to suggest there's 10% of the popul ati on of
New Hanpshire -- 10% of the popul ati on of New Hanpshire
had no i nsurance. And so we have got the inplenentation
of the ACA. W have got, obviously, the MAGQ potenti al
popul ati on for new traditional Medicaid. W have got
Medi cai d Expansion. W continue to hear that Medicaid
Expansion is going to suck up 50,000 of that 120, 000. So
there's still roughly 70,000 people that is this
potential universe that either may qualify under the
MAG requirenents, that may qualify for something that
m ght still remain just uninsured forever.

Have you done an anal ysis of that or can you guys
ki nd of | ook and see where we are? Because when Senator
Morse tal ks about this potential exposure, | think
that's where that potential pool is going to come from
And our concern it's 9,000 today, but it's a universe of
70, 000. Acknow edgi ng that | heard sonewhere that the
navi gators and consuner assisters | heard a runor, |'m
not sure it's true, they have continued to be given a
grant to continue advocacy efforts to get people signed
up, which would | ead ne to believe that that 70,000
popul ati on could be going up. So how do we understand
what that exposure is?

MR. TOQUMPAS: Again, the nunmber of -- the one part
of it is when we're ready to nove on the New Hanpshire
Heal th Protection Program the newly eligible adult
popul ation, so forth, those are the ones that are
rei mbursabl e at, again, 100% of the Federal dollars.

Again, we still have the enpl oyer-sponsored insurance
people that are in there. What the issue that -- that
I"'mreally trying to focus in onis the -- is the MAG

piece of it or the population right now that has becone
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eligible as a result of the change in the eligibility
cal culation using that -- that Mdified Adjusted G oss
I ncone.

SEN. SANBORN: Wi ch coul d be upwards of 70,000
peopl e.

MR, TOUMPAS. |'mnot sure it's that high. W are
talking primarily -- we are talking -- well, on that one
we are tal king, again, the children. Those are the ones
that we're -- that's where the -- that's where the junp
came in.

SEN. SANBORN: Thank you, sir.

VI CE- CHAl RMOVAN FORRESTER: Ot her questions? Al
set, Senator Morse?

SEN. PRESI DENT MORSE: Yeah, |'mthinking.

REP. WEYLER: W won't have a quorum

SEN. SANBORN: What ?

REP. WEYLER We won't have a quorum

SEN. SANBORN: | don't think we are voting on
anyt hi ng el se though.

MR, TOQUMPAS. Thank you

VI CE- CHAl RMOVAN FORRESTER:  Thank you,
Commi ssioner. W have two audits left. W have two
audits and, M. Mahoney, could conme up and do the
i ntroductions?

Audi t s:
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RI CHARD MAHONEY, Director, Audit Division, Ofice
of Legislative Budget Assistant: Good afternoon, Madam
Chair. Thank you very nuch. For the record, I'm R chard
Mahoney, Director of Audits for the Ofice of
Legi sl ati ve Budget Assistant. W have two audits on our
agenda this norning. Two audit reports. One is the
Managenent Letter for the State and the second audit
report is the Single Audit of Federal Financi al
Assi st ance Prograns.

Here to present the Managenent Letter to you is
Geg Driscoll. Geg is a partner with KPM5 and he's
joined by Scott Warnetski, a Senior Audit Mnager, and
they' re joined by Karen Benincasa, the Conptroller for
the State and Joseph Bouchard, Assistant Comm ssioner
for Departnment of Administrative Services.

GREG DRI SCOLL, Partner, KPMz Good
norning -- afternoon, | guess, at this point. You' ve had
a long neeting so we'll try to keep our prepared remarks
brief and leave it nore to answering questions because
we understand you have been provided with the Managenent
Letter, should be a |oose -- a |oosely stapled docunent.

We' Il wal k through, if you happen to have the
letter, we'll walk through the cover letter before we
get into coments first and point out sone things. And
sone of this we discussed when we presented the
financial statenents back in January but just to set
sone scope. This letter relates to the financia
statenent audit that we debriefed with you back in
January. The single audit around thorough conpliance is
conpl etely separate engagenent and docunment and Jayne
will talk about that nonentarily.

So these coments are itens that we identified as
part of the Financial Statenent Audit, and it's around
internal control. And our responsibility for testing the
State's internal control is to -- to the extent that we
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make risks or determ ne our control risk, what you wll,
whi ch then infornms the anmount of substantive testing
that we need to do around the State's financi al

statenent accounts. So the upshot of this is that we do
not express any kind of opinion on the effectiveness of
the State's internal controls. But to the extent that we
identify any deficiencies through that audit work, we
are required to evaluate their severity and then
dependi ng on the severity | evel we have comruni cation
requirenments to you all and to nanagenent.

So, quickly, there's three types of severity
classifications, if you will. The first is a materi al
weakness which is a deficiency or comnbi nation of
deficiencies such that there is a reasonable possibility
that a material msstatenment of the State's financial
statenents will not be prevented or detected and
corrected on a tinely basis. Next down the |evel of
severity is a significant deficiency which is a
deficiency or conbination of internal control that's
| ess severe than a material weakness but rises to a
level that it nerits the attention of those in charge
wi th governance. If the deficiency is not determned to
be a material weakness or significant deficiency, it is
just a control deficiency and we nove along with the
requi red communi cations for those.

So to summarize, we have five comments in the
letter, two of which relate to control deficiencies.
One was determned to be a significant deficiency around
the State's |ack of obtaining what we call a report on
internal control over their MM S System provi der, and
Scott will go into alittle bit nore detail around that.
We had one that was just a regular control deficiency
around sone approvals of investnent transactions, fairly
i sol ated occurrence that we found. And then the | ast
three coomments relate to what we refer to as nore best
practice or industry information.
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We had one on the new pension standards that the
State will be inplenenting in June 30, '15, those sets
of financial statenents. W have one on succession
pl anni ng which is an issue that governnments across the
country are experiencing as sone of its top managenent
are retiring and noving on to other things. Wo is
going to fill that drain of institutional know edge up
along the ranks to be sure that the State continues to
operate as effectively as it always has? And then,
lastly, we had a comment just pointing out to the State
this option or alternative for providing retiree health
care benefits or a conponent of retiree health care
benefits referred to as an Enpl oyer G oup Waiver Plan,
| argely around the Medicare Part D subsidy and provision
of drug benefits that the Federal Governnent provides.
It's had an alternative develop with the new health care
| aws that have gone al ong.

So | think what we'd like to do is just take maybe
five mnutes or so and focus on the significant
deficiency over the MM'S System and then we'll talk a
little bit about the new pension standards and then the
ot her comments. |If you have questions, we'll take them
at the end of the presentation. Scott, I'll turn to you.

SCOTT WARNETSKI, KPMG For the record, my name is
Scott Warnetski with KPMG So as the letter states, the
State's MM'S System or Medi caid Managenent | nformation
Systens processes over a billion dollars in clainms a
year. These expenditures are reported as expenditures
in the State's CGeneral Fund. The State does outsource
the processing of these clains to a third-party service
organi zati on. However, the State is not absolved from
its responsibility for ensuring that controls, interna
controls over financial reporting do exist at the
external service organization. Otentines, you know,
what entities do and | would say nost commonly, to
ensure that the service organi zati on does have controls
in place, the State or other entities would require the
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service organi zation to undergo an audit of its interna
controls. | think what we comonly refer to as SOC 1 or
a Service Organization Audit. And the State has
routinely obtained these audits through Fiscal Year
2012.

In 2013, the State did change service providers for
the MMS Systemroughly through the mddle of the year
The ol d provider did not have an audit from7/1/12 to
the end of its contract. And the new provider is not
anticipated to have its first audit until the period
begi nning 7/1/2013. As a result, the State has -- as a
result there's no assurance available that the Service
Organi zation Controls are operating effectively during
Fi scal Year 2013. You know, however, and we note in the
letter, there were other controls at a higher |evel at
the State that we did note that were operating
effectively that did help to mtigate the severity of
this finding as Greg nentioned, the nbpst severe being a
mat eri al weakness. Those controls did help to bring this
down to what we call a significant deficiency. And it's
our understanding that, you know, in Fiscal 14, a
Service Organi zation Control Report would be obtained by
the State to sort of provide assurance in Fiscal Year
14. Wth that, I'Il turn it over to Geg to tal k about
t he pensi on comment.

MR. DRI SCOLL: Any questions on that -- that item
bef ore we nove onto the new pension standards?

So quickly on the pension standards, | nean,
sonmetimes we do trainings on these things and they take
two hours. So I'lIl try to give you the two-mnute

version of what the State will be looking at for its
June 30, '15 financial statenents and maybe the | evel
set.

The State participates in tw retirenment plans.
They have -- they participate in the state-w de
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cost-sharing plan in New Hanpshire Retirenment System as
wel | as the single enployer New Hanpshire Judici al
Retirenment Plan where the State is the only enpl oyer
provi di ng benefits. So those are the two plans that
woul d be eval uated under these new pension standards.
And, currently, in the State's financial statenents, as
long as the State makes its required conmunication to
the Retirement Systemor it makes a contribution to the
Judicial Retirenent Plan in the anount that's called the
Annual Required Contribution, as long as it makes those
contributions in full, the State does not record a
l[iability in its financial statenments. So there is an
actuarially unfunded liability at the plan, but GASB had
up till now been on what they called a fundi ng approach.
As long as | make ny required contribution, | do not
report a liability in ny financial statenents. Wth

t hese new standards, again, which the State will apply
in the June 30, '15 financial statenents, the paradi gm
is shifting froma fundi ng approach to an earni ngs
approach, where now the State will have to report inits
financial statenents a liability to best reflect the
cost or the unfunded liability for benefits earned. So,
essentially, the plans have always cal cul ated the total
actuarial liability, they have their assets in the plan
used to finance that, and then there's an unfunded

pi ece.

For the statew de Retirenent System the State
woul d record in its governnment-w de financi al
statenents, so those ones that are full accrual on the
top, the State would record its proportion of that
unfunded liability as a liability in its financial
statenents. Again, it's a cost-sharing plan so there
will be an allocation divvied up anongst all the
participating enployers and the State would bring on its
pi ece of the underfunded anount.

The Judicial Plan, since the State is the only
enpl oyer, whatever actuarial unfunded liability there
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is, the State would al so record that anmount in its
governnment-wi de financial statements as a liability.

To | evel set those ampbunts for you, at the June 30,
'13 measurenent mark that unfunded anount at New
Hampshire Retirenment Systemwas $4.6 billion. And |
t hi nk Karen has sonme data that she's anecdotally shared
that for participant information it's estimated that the
State is anywhere in the 20 to 25% range of the plan
dependi ng on the netrics. So, again, not that -- that
may change, the unfunded actuarial liability will be
updat ed, obviously, as we get out. But just to give you
a frame of size, you're |looking at a quarter of a
4.6 billion-ish dollar liability as it sits at June 30'"
That woul d conme on to the State's governnent-w de
bal ance sheet.

The Judicial Retirement Plan as of June 30'", the
unfunded anount was 29 million so smaller nunber; but,
again, would cone on the face of the governnment-w de
statenent. It is just a governnent-wi de matter for the
liability. The governmental funds, the General Fund, if
you will, will continue to go on on a pay-as-you-go
approach for recording expenditure and liability so this
is nore of those long-termview financial statenents
that woul d be inpacted by this new GASB st andard.

The one other thing that | will throw out that is
further down the road, pension is the first wave. GASB
al so has a project to re-examne its OPEB accounti ng
standards. And tentative decisions to date indicate that
the mechanismin place for pension with the new
standards will be put in place for OPEB. So that when
t hese standards go, it obviously has to go through
rounds of due diligence and due process. But if it does
foll ow the sane pension sort of accounting, that
unfunded OPEB liability, which as of June 30, 2013, for
the State set at $1.8 billion that would al so come onto
t he governnment-w de financial statenents as a liability;
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so things that, again, there's no requirenent to fund
these liabilities in any sort of accel erated manner.
GASB only controls the financial reporting of these
obligations. It does not have any -- any jurisdiction to
mandate that they be funded. But, again, you know, that
l[iability that sits up on the top, ultimately, it's
going to cone to roost to be funded at some point. So
this just makes -- brings these liabilities nore to
[ight in an inpactful way on the face of the State's
financial statenents, rather than through discl osure
only.

So, Karen, | don't know if you had anything else to
add to that at this point.

KAREN BENI NCASA, State Conptroller, Departnent of

Adm nistrative Services: No. | want -- | want to be
m ndful of the time. So we had -- we were going to
reiterate sone of what Greg has just spoken about. For
the record, ny nane is Karen Benincasa. |'mthe

Director of Accounting Services, the State Conptroller.
I would just like to thank KPM5 for their work and the
recomrendati ons. W certainly had a | ot of discussions
about these itens that are in this report, and we'll
wor k and continue to work on inplenenting
recommendati ons and evaluating the itens that they have
outlined here in section twd; but the -- certainly, the
pension and the OPEB liabilities are significant
liabilities that are currently out there today and will
be soon, it |ooks |ike, com ng onto our bal ance sheet.
And we' d be happy to answer any questions.

VI CE- CHAl RWOVAN FORRESTER:  Thank you. Questions?

REP. LEISHVAN: | guess | would just like to ask a
guesti on maybe of Scott, was it?

MR. WARNETSKI :  Sure.
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REP. LEI SHVAN: Conparing ourselves w th other
states, how serious is our pension liability?

MR. WARNETSKI: Let Geg --

MR. DRI SCOLL: The pension liability? The funded
status of the plan, | think, if I remenber correctly, is
about 56% or high fifties, |low sixties. That's probably
nmedi an to be quite honest. Sonme of the other |ocal
states, New York is one that cones to mnd that I'm
famliar with, their plans are in the md-ninety to high
80% You get to the test cases of Illinois and they're
in the twenty and thirties.

I don't know that neasuring yourself against other
states is the right way to go because, ultimately, it's
your obligation. But I think -- | think it's fair to say
t hat New Hanpshire is probably in the nedian.

REP. LEISHVAN. So if | was sonebody fromthe
outside and |I'mtaking my question | ooking at
surroundi ng states, but as a small state, such as
ourselves, if you were sitting here would you be very
concerned or slightly concerned or not concerned at all?

MR. DRISCOLL: It certainly would be in the
concerned realm the concerned to very concer ned.

REP. LEI SHVAN. Very concer ned.

MR. DRISCOLL: This is -- this is a big obligation.
And it's, you know, you can do certain things
legislatively to try to manage it; but it's, ultimtely,
these benefits are going to be funded at sone point. And
it would certainly get the attention of the raters, the
bond raters when they | ook at these | onger termviews.
So | would be at | east concerned.

REP. LEI SHVAN: Thank you.
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VI CE- CHAl R\MOVAN FORRESTER:  Thank you.

MR. DRI SCOLL: Thank you.

MR. WARNETSKI : Thank you.

VI CE- CHAl RMOVAN FORRESTER: Representative Wyl er.

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

REP. EATON: Second.

VI CE- CHAl RMOVAN FORRESTER:  Al'l in favor?

***x {MOTI ON ADOPTED}

MR. MAHONEY: Madam Chair, the next audit is the
singl e audit of the Federal Financial Assistance
Prograns. To present that audit report is Jayne Silva.
Jayne is the partner from KPMG responsi ble for that
aspect .

JAYME SILVA, Audit Partner, KPMS Thank you. Good
afternoon. My nane is Jayne Silva, for the record. [|I'm
an Audit Partner with KPMG So, you know, due to tine,
but | do want to spend a little bit of tinme, but taking
time into consideration, we are here to tal k about the
Federal Single Audit for the year ended June 30'", 2013.
So I"'mgoing to hold the green book up. Everyone has the
green bound book? | promise you |l will not go through
300 pages of this. This would take hours and hours. But
I"'mgoing to highlight just a few key features of, |
think, what's interesting, you know, to the group or the
Comm ttee today that will hold some interest. Excuse ne.

So I"'mgoing to flip by -- the first half is the
financial statenents which actually G eg and Scott back
in January had gone through. This is the CAFR. So this
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actually just gets |lodged or actually, if |I take a step
back, this entire bound report actually gets |lodged with
t he Federal Government which is their clearinghouse. And
that is due -- that was due back on March 31°%, 2014.
That was tinely submtted. So the reason for all the
reports are they have to get | odged with the Federal
Governnment. So there's really no reason to tal k about
today since in January the financial statenents were

al ready previously discussed. So we'll go over the first
tab, about 50 pages or so, or 70.

So we go to Tab 2, which is the report on
conpliance and internal control. Geg Driscoll and
Scott Warnetski, they've already discussed D1 and D 2.
This actually tal ks about the significant deficiency
t hey tal ked about, the MMS.

So we are going to turn the page to D-3. So D3 to
D7, | believe, D7, this is the report for the A-133.
So for Federal funds it's actually broken out into three
sections. One is the report on conpliance for each ngjor
Federal program the second is report of interna
control over conpliance, and then finally the third item
in here is the Schedul e of Expenditures of Federal
awards to nmake sure they're fairly stated.

So if you flip the page to D-4, 'cause D3 actually
tal ks about nanagenent's responsibility and what the
KPMG responsibility is and has not changed year to year.
If we get into the conpliance piece on the bottom of
D-4, we actually qualified our opinion for ten prograns.
And so what | nmean by qualification is that there was a
significant non-conpliance itemin the certain agency or
programthat we noted. So if you | ook at the bottom of
D-4, you can see there's ten prograns. So the finding
references in the E section or, I"'msorry, the F
section, there's a CFDA nunber that refers to a Federal
program a program name, and then the conpliance
requirement that actually had the State in
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non-conpl i ance. As you can see, and |'Il|l summarize j ust
briefly, is we had two reporting findings in certain
agenci es. W& had two cash managenent and that's really
the drawi ng of Federal funds on a tinely basis. W had
one sub recipient nonitoring, we had one period
availability, one earmarking, and one eligibility. And
so if | take a step back, so each program has the
conpliance supplenent is really regul ated by the Federa
Government. So they sort of tell us how and what to test
fromthe standpoint and there's 14 conpliance suppl enent
itens that we -- that could be subject to testing. So
reporting is one area, period availability is another,
so for each of these prograns there was a significant
finding that qualified the opinion for that program

So to put it in perspective, | think we had ei ght
qualifications or so |last year just year on year. And,
again, every audit stands on their own and sone agencies
cone in and out based on risk assessnments that we do,
but just to put it in perspective of qualifications.

So the other matter in conpliance is if you go down
to D5, we actually had 41 findings for non-conpliance
i ssues. So they weren't so significant that they
qgual ified the opinion, but they were significant enough
to note in the report. So that's where it says other
matters. And so those other matters did not qualify the
report. |I'msorry. They actually would be -- those
reports are considered unnodi fied. What | mean by that
is that they're clean reports. So we had 41 findi ngs and
that were -- that kept the opinion clean and then the
ten qualifications.

So if we nove to the next step in the report, the
report on internal control, the conpliance, that sort of
feeds into the conpliance findings and when | refer to
D6, there's actually two itens to talk about. One is
mat eri al weaknesses which Greg defined previously. W
actually had froma material weakness standpoint, we had
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34 material weaknesses noted in this report. That
actually conpares to 33 material weaknesses in the prior
year. And a material weakness is sonething that's
significant. You know, | put it in three categories.
There's material weakness, significant deficiency, and
control deficiency. And so if we kind of put that to the

side we had 40 -- I"'msorry -- 34 material weaknesses in
'13. Significant deficiencies which follow the materi al
weaknesses we had 21 | ast year -- sorry -- this year

conpared to 27 in the year before, '13 to '12 is the
conpari son

So fromthe standpoint as | want to |level set is we
have findings froma conpliance standpoint, and we have
internal control deficiencies, you know, there's
actually $1.76 billion of Federal noney that or Federal
expenditures in '13 that was spent. And those -- those
vary to different prograns, but we | ooked at 35 prograns
out of the $1.7 billion. And so these findings or
internal control deficiencies relate to those 35
prograns. So we audit, actually, | think close to 90% of
the Federal expenditures that sit out there, the 1.7,
but we | ooked at 35 prograns this year that were
consi dered maj or progranms to us. Again, to put it in
perspective, it just happened we | ooked at 35 prograns
| ast year. That doesn't always nean the sanme. Again,
those 35 are not the sane. W | ooked at sone every year
based on quantitative and qualitative netrics. But,
agai n, sone cone in and sone come out but just to give
you an idea how many prograns we | ooked at year on year.

So the last piece of the report on D7 is the
report on Schedul e of Expenditures of Federal awards.
Again, that is the $1.7 billion that we |ook at. And
what we are looking at there is to nake sure that it's
fairly stated. So there's three pieces of the report.
That's the | ast piece of the report that we | ook at.

And, again, that was clean from our perspective fromthe
CEFA perspecti ve.
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The CEFA actually refers to E-1. So E-1 to E-57 in
that section, these are all the schedul ed expenditures
of Federal awards, as | call themthe CEFA. As you can
see in E-57, 1.76 billion is what the State of New
Hanpshire spent as in cash expenditures for the
12 nonths ended June 30'", 2013.

Soif we flip again to F, go sort of near the end
of the reporting, there's a |ot of pages here, so the F
series actually does a fewthings. One is it summarizes
the audit results. One at the top of F-1 it summari zes,
you know, the financial statenents that have been
previously discussed back in January and t he bottom of
the page of F-1 refers to the Federal awards. It says,
you know, it tells the reader, you know, was there a
mat eri al weakness and it's yes. Are there significant
deficiencies? Yes, which we had gone over, and also the
types of auditors' reports. So we have the ten
qgualifications, and for all other najor prograns they're
unnodi fied, again, which is clean. So it gives a pretty
good synopsis or sumary of the A-133 report. Sort of a
one- page | ayout.

Soif we flipto F-2, F-3, F-4, these are actually
the 35 prograns that are referred to earlier that we
audit. You can go to any year, ‘12, ‘11, to see what
was subject to audit. Again, sone of the sane prograns
come in. Sonme cone in, some cone out. There's free
reference of what we audit. So there's sone clusters on

F-2 and F-3 which is a conbined that we call one program

and if you go to F-4, those are individual prograns that
we actually audit.

So then the rest of F -- actually, if we go to F-7,
this is the significant deficiency that Scott Warnet ski
tal ked about. But fromF-9 until F-147, those are
actually all findings related to the A-133. And they're
in a prescribed nethod which nmakes it easier to a
reviewer to read. There's a criteria that we | ook at,
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there's a condition, there's cause and effect, question
cost, a recommendation, and then Managenent of the
agency has a chance to respond to the actual finding,
the auditee corrective action plan.

So, again, putting in perspective, we had 57
comments, | believe, this year. Fifty-seven this year
and we had 63 in the prior year. Just to put it in
perspective. Again, those breakdown in conpliance and
internal control findings but put sone perspective on
"13 to '12.

And then the final Appendix which is G 1, those are
summary of prior year findings. So in the G series, from
G1to about G-- G20 or so -- I"'msorry -- 21, this is
a summary of prior year findings. So if it was resol ved,
it sort of ends here. So if the finding' s resolved, it
stops here fromprevious year. If it's unresolved, it
makes reference back to the current year finding and
then it repeats the findings fromG23 to G 128.

So that's sort of in a brief summary the A-133.
It's a pretty |lengthy green bound book. There's a | ot
of information fromfindings, fromfacts; but,
certainly, before | turn over to Karen for a second, if
there's any questions to the report itself.

VI CE- CHAIl RAMOVAN FORRESTER:  Quest i ons.
Representative Wyl er

REP. WEYLER: Thank you very nmuch. There's very

extensive information. | hope to use it as a reference
book. But one of the things that woul d have hel ped as |
read through it, | would have | oved to have an acronym

page that | could separate and put aside as |I'mreading
these things so | don't have to search back to find out
what that acronymwas. |In Appendix G or Appendix F,
rather, there's no real sunmary and enuneration of al
those 57 you spoke of as there is in G Glists them
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all, 2012-2 and so on through so that you can | ook and
see the ones that have been unresolved and so on. |
woul d | ove to have seen a simlar sunmmary in the front
of F so | have an idea. And | did | ook back and see
there was 62 in 2012 and 55 in 2011 and so on that are
unresolved. So it tells us that sone of these things
keep recurring. So that's sonething we'll |ook at again
when we do the budget and hope we can straighten these
things out. Thank you very nuch.

MR. SILVA: Ckay.

SEN. FORRESTER: Representative Lei shman.

REP. LEI SHVAN. Thanks, Madam Chair. It nmay be a
totally unfair question, but in nmy business if sonmeone
came in and said there were significant deficiencies, |
woul d be shutdown. Now t he Federal Railroad
Adm ni stration cones in and audits our books or
recordkeepi ng or equi prment mai ntenance. So | guess from
a busi ness standpoint, when |I | ook at these, and |
continue to see audits that are presented fromthe LBA
and listening to reports fromyou fol ks, see all the
deficiencies that keep comng up, | don't know, it
concerns ne. | rather see that we are not finding these
deficiencies. But when you say significant deficiencies,
| guess |I'd just like you --

REP. WEYLER: Or mmterial weakness.

REP. LEISHVAN: O mmaterial weaknesses.

MR. SILVA:  From our standpoint, fromthe audit
side, if you look at the -- | think it's a valid
comment, both are good comments, but if you |l ook at the
57 comments | can categorize sonme of the conments where
there's a cash managenent conment. So Treasury. So that
has been a comment for the |last few years, and maybe the
| ast four or five years. And so what happens in ny
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vi ewpoi nt there's a di sconnect between the agency and
Treasury that that type of coment. | know we have
worked with DAS is maybe that's probably 10 or 11
comments that sit in here that if they were resol ved
they would go away, right. So | know, Representative
Lei shman, you're not tal king about the amount of
conment s.

REP. LEI SHVAN: R ght.

MR. SILVA: But the material weakness to
significant deficiency. But that was sort of maybe they
woul d be I ess cooments. But really to your point, |
believe -- so when we | ook at froman A-133 standpoi nt,
when we find a finding, so let's say we test 65
i ndividuals and we find three itens that were
exceptions. You know, we don't have a materiality
setting in the A-133 world. In the financial statenent,
we have a great thing called materiality. That's ny
words, it's not the standard. But for here we have to
| ook at what could go wong froma control standpoint
because if there was an exception, a control broke down,
then we categorize it, material weakness, significant
deficiency to control deficiency, but as you can see,
and | didn't match them up, but we had very few
conpliance findings that didn't result in an MW or SD,
right? So fromthat standpoint when sonething hits and
we are testing a small sanple of the popul ation, the
assunption, and naybe that's the wong word to use, but
we're | ooking at that as sonething great that could have
gone wong and that's why we categorized it into that
mat eri al weakness SD. But | agree, in other facets or
i ndustry organi zati ons outside of governnent if you had
57 findings or material weaknesses or significant
deficiencies, we'd be having a different conversation
potentially in the FTC world, right.

REP. LEI SHVAN: Thank you. Thank you, Madam Chair.
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VI CE- CHAl RMOVAN FORRESTER: Furt her questi ons.
Thank you. Ckay. Thank you.

** REP. WEYLER All right. Mve we accept the report,
on file, and release in the usual nanner.

REP. EATON: Second.

VI CE- CHAl RMOVAN FORRESTER: Excuse ne. W have got
one nore person would |ike to speak

V5. BENI NCASA: Thank you. For the record, ny nane
is Karen Benincasa. | just wanted to take a mnute to
mention that when | started in this position a year ago,
| certainly recognized this was an area that we needed
to spend nore time and focus on. And | have prepared
some other remarks, but I'll just nention that we have
reclassified a position within Adm nistrative Services
to be an adm nistrator of the Federal prograns and cost
all ocation for the state. |I think a lot of the -- I'm
hopi ng that we can address a | ot of these coments that
are in here. Jayne tal ked about the Treasury State

Agreement. | think there's been sonme di sconnects between
our agreenent and the agency. So |I'mhoping this
position will help bridge sone of that gap, start to

| ook at some of these findings and, hopefully, resolve
as many as we can and administer this froma statew de
perspective because, ultimately, the concern is, is that
where we -- we have increased our nunber of material
weaknesses. Wen | | ook back in 2010 we have 11. In
2013 we had 34. So it's not getting better.

The number of findings in total m ght have declined
alittle bit, but certainly the severity of the comments
are getting worse. So, certainly, we are paying
attention to that. And also with these comments and the
findings are going to be questioned costs and questi oned
costs where sonebody expended sonet hing and recei ved
Federal recovery for and a disall owed expenditure or
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sonmething like that that continues to happen can create
an obligation for the General Fund. As of this report
here, | think there's about $9 mllion sitting out there
as questioned costs. And depending on that resolution,
ultimately, if we don't nmanage the conpliance can result
in questioned costs or General Fund obligations down the
road.

So, again, | just wanted to nention that we are
working on this, looking at it, trying to dedicate sone
resources to it; and, hopefully, we'll see sone

i nprovenents in this area. Thank you

SEN. FORRESTER: Questions. Thank you.

REP. EATON: Get the notion?

REP. WEYLER: Got the noti on.

REP. EATON: Second.

SEN. FORRESTER: All in favor? Opposed?

***x {MOTI ON ADOPTED}

** SEN. PRESI DENT MORSE: Motion to adjourn.

VI CE- CHAl RMOVAN FORRESTER:  Second. Is there a
second?

REP. LEI SHVAN: Second.

VI CE- CHAl RMOVAN FORRESTER:  All in favor? Opposed?
Adj our ned.

***x {MOTI ON ADOPTED}

(The neeting adjourned at 12:45 p.m)
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