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(Convened at 10:03 a.m)

(1) Accept Mnutes of the May 15, 2015 neeting

CHAI RMAN KURK: Good norning, everyone. |I'd like to call the
Fi scal Committee nmeeting of the 26'" of June, 2015, to order.
Wul d soneone care to nove acceptance of the m nutes of the
May 15'" nmeeting?

*x SEN. SANBORN: So noved.

SEN. LITTLE: Second.

CHAI RMAN KURK: Senat or Sanborn noves to accept the m nutes
of the May 15'" neeting, seconded by Senator Little. Discussion?
There bei ng none, you ready for the question? Al those in
favor, please indicate by saying aye? Qpposed? The ayes have
it and the m nutes are accepted.

*** [ MOTI ON ADOPTED}

SEN. FELTES: Abst ai n.




CHAI RMAN KURK: Senator Feltes has abstained. At this
tine --

REP. WEYLER: And Representative Wyl er.

CHAI RVAN KURK:  And Representative Wyl er has al so
abst ai ned.

At this tinme, I'd like to make an announcenent which |1
repeat at the end of the nmeeting. In order to facilitate agency
action between now and the tinme we have a budget, that is to
say, during the period of the Continuing Resolution, I'd like to
announce in advance the dates the Fiscal Commttee wll be
meeting; Wednesday, July 29'", Wednesday, August 26'", and Fri day,
Septenber 25'". July 29'" August 26'", Septenber 25'"

(2) 4 d Business:

CONSENT _CALENDAR

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

CHAI RVAN KURK:  There being no O d Business, we'll now
proceed to New Busi ness. And under the Consent Cal endar
understand there are enough questions so that we'll consider
each item separately. The first itemis Fiscal 15- 095 fromthe
State Treasury, a request to accept and expend $700, 000.

* % REP. WEYLER: 1'Il nove the item

REP. EATON: Second.

CHAI RMAN KURK: Representative Wyl er noves the item
seconded by Representative Eaton.

SEN. SANBORN: | have questions, M. Chair.

JOINT FISCAL COMMITTEE

June 26, 2015



CHAI RVAN KURK: Senat or Sanborn is recogni zed for a
guestion. The Chair would first welcome the Treasurer, M.
Dwer. Good norning, sir.

WLLI AM DAWER, State Treasurer, Departnment of Treasury:
Good norning. Thank you, M. Chair, and Menbers of the
Committee. For the record, ny nane is Bill Dwer, and |I'm your
State Treasurer.

SEN. SANBORN: M. Dwyer, thanks so nmuch for comng in
today. Great seeing you. As you know, the new program very
inmportant to me and | think it's a great programfor our state.
Al though on Page 2 in the | ast sentence where it tal ked about
the Trust woul d generate no nore than $200, 000, earning no nore
t han $200,000 in Fiscal 2015. M understanding is |I've heard
fromone of ny contenporaries that that's just the interest
portion and not the 75 basis points fee that we get. And I
t hought we only got a fee. | didn't realize we also
participated in the revenues stream of incone. Can you talk a
little bit about how that sets itself up and is the 200, 000
i ndicative of what we see year to year or is there an anonaly
goi ng on?

MR. DWER: Thank you for the question, Senator Sanborn. The
State has a contractual arrangenent with Fidelity as the
third-party program adm nistrator for the coll ege savings
pl anning to share in the revenues, the investnent managenment fee
revenues that Fidelity charges to participants. So on a nonthly
basis the State receives roughly half of all the revenue and
Fidelity keeps half.

Each nonth, pursuant to administrative rules, 80% of the
revenue that comes in is paid out to New Hanpshire col |l eges and
universities that are participating in what's called the Unique
Endowrent Program That's one of two schol arship prograns that
are funded through these revenues. And so with the endowrent
program each of the universities receives in the aggregate 80%
of their share of that 80%in the nonthly revenue. And it's
credited at each university to a restricted endowrent and it's

the purpose is to award schol arships to students pursuant to
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certain criteria. However, there's a certain anount of revenue,
of course, left over if you only have to credit 80%to this
endowrent program And so sone of the revenue that's left over
is used to pay the adm nistrative expenses of the program which
i nclude the annual audits. For exanple, of the two coll ege
savings plans. And so the renai nder that accunul ates on a
nonthly basis is placed into effectively an Endownent Trust Fund
that the Treasury maintains and has custody of. That Trust Fund
grows throughout the year as revenues continue to roll in

t hroughout the Fiscal Year. And so when you're | ooking at that
reference in the request letter to the $200, 000 of earnings,

t hat $200, 000 of earnings is strictly the interest and

di vidends, et cetera, that are generated in that Endowrent Trust
Fund, which has approximately a $3 million bal ance.

SEN. SANBORN: Thank you. Followup, if | may? Thank you
very much. | appreciate the clarification. And the 200, 000
woul d be received on roughly the 3 mllion a year and that's
consistent rolling average and so we see about 200,000 a year
comng frominterest inconme on that portion of the fund?

MR. DWER: Roughly fromyear to year. Again, it depends on
t he performance of the equity markets and that type of thing but
approxi mately correct.

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

CHAI RVAN KURK: Further question? Wat happens and when is
t he Endowrent Trust noney, that $3 mllion plus the 200, 000
interest, when is that distributed? Annually?

MR. DWER: | had -- thank you, Representative Kurk or M.
Chair. | had -- | had spoken of the Endowrent Schol arship
Program as one of two that are funded through the revenues of
this revenue-sharing arrangenent with Fidelity. There's a
separate schol arship programcalled the Uni que Annual Award
Program And at the beginning of each Fiscal Year we distribute
approximately a mllion dollars that's allocated, again, to al
of the colleges. This program generates direct scholarship aid

to students. So under the annual programthe funds that the
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universities receive isn't going into a restricted endowrent
that they maintain and grow. It's going dollar for dollar to
schol arships that immediately are credited to students' accounts
that are eligible for these scholarships. So the -- there's
initial allocation in July. And then by the end of the year, the
universities in many cases have awarded additional schol arships
in the annual program and the anount that they were originally
al l ocated. So they cone back and by a certain deadline they
convey to us the anopunt of additional reinbursenments they're
requesting to cover these additional schol arshi ps and those
schol arships, in turn, are paid out of the Endowrent Trust Fund
bal ance.

CHAI RMAN KURK: So during the course of the year the full 3
mllionis paid out?

MR. DWER: No. Actually, because again, a portion of the
nont hly revenue, approxi mately 20% of the revenue accumul at es
into this Endowrent Trust Fund throughout the year before paying
ot her adm nistrative expenses. So the Endowrent Trust Fund grows
nont h by nonth, and then as we approach the end of the Fiscal
Year a large lunp sumdistribution to the colleges is nade to
rei mburse them for additional schol arshi ps.

CHAI RVAN KURK: Let nme try the question a different way.

MR. DWER: Okay.

CHAI RMAN KURK: |s the average size of this fund increasing
over tine?

MR. DWER: Since House Bill 2 in 2011 it hasn't grown. At
that tine you may recall the balance in this Trust Fund was
about 16Y% mllion. Al but 3 mllion was |iquidated and so since
that tine the fund has between the end of the year and the
begi nning of the year roughly held steady at 3 mllion. The
reason it's not getting depleted Iower than the 3 mllion is
because of continuing revenues that conme in fromFidelity. Aml
getting close to answering your question?
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CHAI RVAN KURK: You're answering the question. [|'mjust
concerned this noney, which is supposed to go to schol arshi ps,
is staying in the Treasury rather than getting paid out as
schol arshi ps. Representative Wyl er.

REP. WEYLER: Thank you, M. Chair. Thank you, Treasurer
Dwer. Wien we took the noney away in 2011, we were told we were
denyi ng schol arships to students. Now |l find, and it wasn't
stated at the tine, it's just going to endownent funds 80% of

it. | don't think that's proper. Because we have no control once
it goes to the endowrent fund whether it goes out in
schol arships or not. | don't think that's what the intent of

this was. And do we need |laws? Do we need a | egal change to
make sure that this noney all does go to schol arshi ps, rather
than just fatteni ng an endowrent which we have no control over?

MR. DWER: Thank you, Representative Weyler. The -- as |
noted earlier, there are admnistrative rules that we are
following at the tine being and whether there is a need to
create new statutes to anend those, that's a policy decision
ultimately. But | should clarify and this will, hopefully, help
address the Chairman's question as well.

In no instance is a request for schol arshi p noney being
denied. And so any -- any history that all ows the Endownent
Trust to remain at about 3 mllion or any activity that all ows
it toremain at that level isn't the result of w thhol ding
schol arships fromthe universities to i mediately give that aid
to their students. So it just happens to be that the run rate,
if you wll, of revenue conmng in and annual award schol arshi ps
bei ng paid out allows the fund to maintain what | would call an
equi | i brium

In terms of the 80%that's going to the restricted
endowrents to the universities, that -- that also is used for
schol arship funds but under different criteria. And generally
t hose schol arships that are paid out of the endowrent, the
restricted endownents, are required to be at a m nimum of a
t housand dol |l ars each. So they're larger than what we normally

see in the Annual Awards Program
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CHAI RVAN KURK: Fol | ow up.

REP. WEYLER: Followup. |Is there any accountability given
to you as the person disbursing these funds so you' d see where
they' re going and you see whether they're spending it all?

MR. DWER: Yes, we do. W receive annually a report of
activity fromthe universities fromeach of their restricted
endowrents, as well as information about the students who are
recei ving schol arships in both prograns, both the Annual Awards
Program and t he Endownent Awards Program So through the
Departnment of Education, we receive all of that information to
ensure that the funds are being distributed not only at the
| evel that they ought to be, but also that the students
receiving the aid qualify under the criteria that have been
est abl i shed.

REP. WEYLER: Thank you. | may ask to | ook at those at sone
poi nt ?

CHAI RMAN KURK: Thank you, M. Treasurer. | think you're
the victimof the fact that this is a relatively light schedul e,
whi ch encourages us to ask nore questions than we n ght
ot herwi se ask.

REP. OBER: Are you warning the rest of them Neal, or is
that the warning in the norning?

CHAI RVAN KURK: Senat or Sanbor n.

SEN. SANBORN: Doi ng our business. Thank you, M. Chair. So,
M. Treasurer, help ne. |If | remenber correctly, but ny nunbers
could be wong so please correct ne. Don't we gross about
$18 mllion a year out of the fund, which neans we are pulling
of f 20% about $4 mllion going into the separate trust. You're
pul I i ng about 280, 000, say $300, 000 a year through admn
expenses. So we are spending about three and a half to 4 mllion
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dollars a year in the individual scholarship side. Are those
nunbers correct?

MR. DWER: Thank you, Senator. Actually, the revenue that
is generated through the revenue-sharing agreement with Fidelity
in Fiscal 15 will only be about 12.7 mllion. And, actually,
that represents the highest |evel of revenues that the plan has
generated to date. So the 80%that's comng off to go towards
t hose restricted endowrents is 80% of about 12 and a hal f
mllion give or take.

SEN. SANBORN: Thank you, sir.

CHAI RMAN KURK: Thank you, sir. The notion before us is to
approve the item Ready for the question? All those in favor,
pl ease indicate by saying aye? pposed? The ayes have it and
the item s approved.

*** I MOTI ON ADOPTED}
MR. DWER: Thank you very nuch.
CHAI RVAN KURK:  We now turn to Fiscal 15-106, a request

fromthe Departnent of Health and Human Services to accept and
expend $540, 302.

*x REP. EATON. Mbve.

CHAI RMVAN KURK: Representative Eaton noves.

REP. OBER: Second.

CHAI RMAN KURK: Seconded by Representative Cber. There are
some questions. Is there sonebody fromthe Departnent avail abl e?
Good norning, Mss Rockburn. Good to see you

SHERI ROCKBURN, Chief Financial Oficer, Departnent of
Heal th and Human Services: Good norning. It's been a few days.
So, for the record, ny nane is Sheri Rockburn. [|'mthe Chief
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Financial Oficer for the Departnent. Be happy to answer any
guestions that you have.

CHAI RMAN KURK: A general question. Wuld you conpare the
amount of noney that's being returned through DSH Paynents, et
cetera, to both the critical access and the non-critical access
hospitals, '14 versus '15? Because this deals with an increase
in those nunbers or the |atter any way.

M5. ROCKBURN: | don't have the exact conparison of '14 to
"15. But what | could share with you today is where this 500, 000
had originated from So the original budget was for 190 mllion
of MET paynents, 190.3 mllion of expected MET revenue to cone
into then pay out for both critical, non-critical access
hospitals. We cane to Fiscal about a nonth ago in that the
revenue that actually cane in fromthe Departnent of Revenue was
15.9 mllion higher than expected. So we went to Fiscal a nonth
ago to do an accept and expend to bring that 15.9 mllion into
our accounts to then pay out in DSH

After that Fiscal neeting there was an additional hospital
that submtted MET revenue that cane in late. So it was a little
bit higher than we expected and that represents this 540, 000. So
we had an additional 540,000 that cane in that we woul d now have
to accept and expend in order to actually pay that out in a DSH
paynment. So this really ends up being a true up. If it had been
paid and we had known about it back |ast nonth, this would have
been part of the original accept and expend |ast nonth to pay
out.

CHAI RMAN KURK: Thank you. But you can't refresh our
menories as to what we paid out in '14 and '13 so we can see how
| arge an increase the hospitals are receiving?

M5. ROCKBURN: | don't have that with nme today, but | can
easily get that for you.

CHAI RMAN KURK: Thank you. Further questions? 1Is there a
not i on?

JOINT FISCAL COMMITTEE

June 26, 2015



10

REP. OBER: We have a notion

CHAI RMAN KURK: Ch, sorry. Representative Eaton and
Representative Oober. You ready for the question?

REP. OBER: M. Chairnman.

CHAI RMAN KURK: Representative Qber.

REP. OBER: \When you get those figures will you e-mail them
to everybody on the Fiscal Commttee so we all can see those?

CHAl RVAN KURK: M ss Rockburn, if you'll send those to M ss
C ayburn -- Mss O ayman and she can send themout to all Fisca
Comm tt ee menbers.

MS. ROCKBURN. W | do.

CHAI RVAN KURK: Thank you. Are you ready for the question
at this point? Al those in favor of the notion? Opposed? The
ayes have it and the itemis adopted.

**% {MOT| ON ADOPTED}

CHAI RMAN KURK: Thank you. W now turn to Fiscal 15-107,
request fromthe Department of Safety for authorization to anend
Fi scal 15-055 by reallocating $2,400 in Federal funds through
June 30'", 2015.

* REP. EATON: Mboved.
REP. OBER: Second.

CHAI RVAN KURK: Moved by Representative Eaton, seconded by
Representative Oober. Are there questions or discussion? There
bei ng none, you ready for the question? All those in favor,
pl ease i ndicate by saying aye? pposed? The ayes have it and
the itemis approved.

**% {MOT| ON ADOPTED}
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(4) RSA 7:6-e Disposition of Funds Cbtained by the
Attorney General:

CHAI RVAN KURK: W turn now to item nunber (4) on the
agenda, Fiscal 15-098, a request fromthe Departnent of Justice
for authorization to budget and expend $53,000.70 in settlenment
funds frommnultistate settlenents and request to retain said
funds for the support of the Departnent's Consumer Antitrust
Bur eau.

* REP. EATON: Move.
REP. OBER: Second.
CHAI RVAN KURK: Moved by Representative Eaton, seconded by

Representative Gober that the item be approved. Is there a
di scussi on?

SEN. SANBORN: Questi ons.

CHAI RMAN KURK: Senator Sanborn has a question. Is there
sonebody fromthe Departnment? Good norning.

ANN RICE, ESQ., Deputy Attorney General, Departnent of
Justice: Good norning, M. Chair, Menbers of the Commttee.
I"'mAnn Rice, the Deputy Attorney General. And with ne is
Kat hl een Carr, our Director of Adm nistration. Happy to answer
any questi ons.

CHAI RVAN KURK: Senat or Sanbor n.

SEN. SANBORN: A couple if I may, M. Chair?

CHAI RVAN KURK: You may.

SEN. SANBORN: Thank you, sir. Ladies, thank you so nuch
for comng in today, truly appreciate it.
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My first question actually seens to be nore consuner
advocate driven in the sense that | continue to sit in this
Comm ttee and see consuners injured, | guess, is the best word,
and the State doing its part and the AG going and going to press
action and winning |lawsuits on behalf of consuners that have
been injured in these cases. But | guess |'ve never seen the
noney go back to the consuner. So on one hand one m ght suggest
that if the noney goes back to the General Fund it's going back
to the consumer or taxpayers. But what is our philosophy if the
State of New Hanpshire enters into a suit, either individually
or part of a class action, to go after, you know, to represent
injured group of people, the citizens of New Hanpshire, why
aren't we sending the noney back to the citizens?

M5. RICE: In certain cases there are restitution paynents
that will go to the consuners. Otentines, when they're the
multistate settlenments, you don't even see that noney coni ng
into the state. There is -- there's a separate organi zation that
provides restitution and paynents out to consunmers. So the noney
that cones in in nultistate is really the noney that is
desi gnated for the states, but there is additional nobney that's
probably being paid out in other circunstances. So that's
negotiated on a nultistate |evel.

In terns of the in-state consuner settlenents, those -- if
there's a basis for restitution, we certainly do get that and
pay those restitution amounts out. The consumer -- the escrow
fund that we have, we have designated in there as funds that are
paid out for restitution. So what you' re seeing are the request
for funds that go only to support the Consumer Protection Bureau
itself.

SEN. SANBORN: Thank you. Followup, if | my? And the
second part mght be a little stickier being that, obviously, we
are having this little challenge over the Governor vetoing the
budget today and being a nenber of Fiscal how do I | ook down the
road about how we are going to start addressing sone of these
i ssues, because as we all know, the Consuner Advocate Account is
one of the issues within the budget that | think has a cap, if

ny nmenory serves, a cap of $5 million. So anything above that
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woul d go back to the General Fund. So are you sitting on
$5 million now so, therefore, shouldn't this go to the General
Fund?

M5. RICE: No. W -- we have, | believe, it's a bal ance of
four -- 4,500,000. O that, there is commtted right now
3,148,000, and by conmitted it means fundi ng the agency

for -- the Bureau for the remainder of this Fiscal Year and the
next biennium So it's commtted that way. That |eaves a 1.16 in
excess. Under House Bill 2, that noney woul d have been swept.

This noney, this 53,000 was included in the figure for that
sweep of 1.16.

SEN. SANBORN: Followup, if I may? So had HB2, having the
Governor not vetoed, and the bill having becone law, this 53,000
woul d be part of the 1.2 that was swept over to the Genera
Fund?

M5. RICE: Yes.

SEN. SANBORN: But sol ely because the CGovernor vetoed the
budget you're looking to retain the noney. Well, that can't be
because you're early.

M5. RICE: Well, we just actually received the noney. But
that was part of the 1.6. The understanding was that if we get
that, it will go into the 1.16 sweep.

CHAI RMAN KURK: So let ne foll owup. So whether -- if this
itemis approved, that noney will still be avail able cone
Sept enber, or October, Novenber, whenever we pass the budget,
and House Bill 2 in this area remains the sanme. If we don't
approve it, what's the consequence?

M5. RICE: If you don't approve the -- this?

CHAI RVAN KURK:  Yes.

M5. RICE: Then there will be 53 mllion -- 53,000, excuse
me, less that would be available for the -- for the Genera
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Fund. But the interesting thing is it's a court-ordered
settlement. So the noney has to be -- | nean, that we have
$53,000 that | don't know what happens to it.

CHAI RMAN KURK: But, technically, if this is not approved,
this would be part of the Departnment of Justice's |apse. You
woul d not spend this noney at the end of the year but |apse to
the General Fund or it would stay in the Consunmer Advocate.

M5. RICE: It would stay in that account.

CHAI RMAN KURK: Regardl ess of whether it's approved or not.

M5. RICE: Right. Well -- it's -- the court order says that
it isto go to the consuner protection escrow account. So we
have an interesting issue there. Where we have a court order
that says the noney is to go to the consumer escrow account for

consuner protection purposes. If this is not approved, | think
then we have an issue that we are going to need to deal with. As
| said, it's already been contenplated that it will be approved

and will be swept as part of that 1.1 in House Bill 2.

CHAI RVAN KURK: Thank you.

SEN. SANBORN: M. Chair.

CHAI RMAN KURK: Senat or Sanbor n.

** SEN. SANBCORN: | npbve we table.

CHAl RVMAN KURK: |s there a second? The notion is to table.
Is there a second to the notion?

REP. WEYLER Second.

CHAl RMAN KURK: |t's been seconded.

REP. OBER: M. Chair man.

CHAI RMAN KURK: Representative Qber.
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REP. OBER: | know this is not a debatable notion. | woul d
like to understand the Senator's nove to table, however, and |
wonder if you mght indulge us and ask himto explain.

CHAI RMAN KURK: | don't think we can do that. If you'd like
to take a recess, |1'd be pleased to do so you can speak with --

REP. EATON:. Mbve recess.
REP. OBER | agree.

CHAI RVAN KURK: Wy don't we take a recess.

REP. OBER: Thank you.

CHAI RVAN KURK: Thank you.

(Recess taken at 10:26 a.m)
(Reconvened at 10:30 a.m)
CHAI RMAN KURK: Committee will cone back out of recess. The

notion before us is to table Item 15-098. Are you ready for the
question? Al those in favor, please indicate by saying aye?

SEN. SANBORN: M. Chair, if I may, | would Iike to w thdraw
nmy notion to table if it's not too late.

REP. WEYLER: |'Il w thdraw the second.

CHAI RMAN KURK: The notion havi ng been withdrawn, we wl|
not have to vote on that. The notion before us, the original
notion, is to approve Item 15-098. Further discussion?

SEN. SANBORN: Yes. M. Chair, | just want to go on record
saying the fact that although I recogni ze and respect what the
counsel ors are saying, | think there's a conflict with the
noney, specifically as it works towards HB2 whi ch, again, making

it nore conplicated the fact we don't have a budget with the
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Governor's veto. But if HB2 specific where | think the nunber,
the $5 million cone into the Ofice of Consunmer Affair, in
addition to that, a $1.7 mllion commtnment to fund previous
expenses that weren't there, then what the AG s tal king about
there's three and a half mllion in there and 1.6 sweep, those
nunbers don't add up. As a result of that, I will not be voting
in favor of this.

CHAI RMAN KURK: Thank you, Senator. Further discussion?
There being none, you ready for the question? If you're in
favor of approving 15-098, please indicate now by sayi ng aye?
Opposed?

SEN. SANBORN: (Opposed.

REP. WEYLER:  (Opposed.

CHAI RMAN KURK: The ayes have it and the notion is adopted.

*** [ MOTI ON ADOPTED}

(5) RSA 106-H 9, I, (e), Funding; Fund Established:

CHAI RVAN KURK: W turn now to item nunber (5) on the
agenda, a request fromthe -- Fiscal 15-099, a request fromthe
Departnment of Safety for authorization to budget and expend
$122,000 fromthe prior year carry forward bal ance of the
Enhanced 911 System Fund through June 30'", 2015.

** REP. EATON. Moved, and | already told Elizabeth to conme up

REP. OBER: Second.

CHAI RVAN KURK: Moved by Representative Eaton, seconded by
Representative Oober. There are a few questions. Good norning.

ELI ZABETH BI ELECKI, Director of Adm nistration, Departnent

of Safety: Good norning, M. Chairman, Menbers of the Committee.

For the record, Elizabeth Bielecki from Safety.
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CHAI RMAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chairman. Elizabeth, thanks
for coming in. Geat to see you. Appreciate you taking ny
guestion.

MS. BI ELECKI: Thank you.

SEN. SANBORN: So this norning Senator Feltes, Senator
Little, and | were tal king about a presentation that was made in
the Ways and Means Conmmittee, and maybe even in the Finance
Comm ttee of which |I'mnot a nenber -- was a nenber of, which
indicated that the 911 Systemwas, | won't use the word broke,
which is why there was a request to expand who you' re assessing
and the anmount of noney you're assessing. And | distinctly
remenber as part of that conversation in Ways where they tal ked
about even if we increased the fee, and who we are charging the
fee to, that the systemwould still need to increase the other
assessnents because it still didn't have enough noney to
operate. But | sit here today and | see you have extra noney,
and so | find that to be curious.

M5. BIELECKI: Thank you for the question, Senator.
Excel | ent question, and thank you for your recollection. That's
absol utely correct. When you say extra noney, after we pay this
item which is an itemfor Adm nistrative Services for the SWCAP
charges, you'll see in that itemthat we will be left with
approxi mately $120,000. So that's how we will be ending Fiscal
Year 15. And we've been on a downward trend with that fund. So
if we are starting Fiscal Year 16 with $120, 000, wi thout
anything in place, we would absolutely end the Fiscal Year in a
deficit. So you are right.

There have been a nunber of questions on prepays, in
particular, and there is a bill that has passed both the House
and the Senate, was HB 391 that will be authorizing the
Departnent to charge the prepay tel ephones on cellul ar
t el ephones the 911 surcharge; but that's awaiting the Governor's
signature at this point.
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SEN. SANBCORN: Pl ease.

CHAI RVAN KURK: Coul d you tell us how nuch revenue that bil
is expected to bring in? | hope it's nore than $2.7 million.

M5. BIELECKI: It's a great question. In Fiscal Year 16,
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because that bill will go into effect in January of 2016, we are

only projecting half of a full Fiscal year's revenues which
woul d be $880,000. In Fiscal Year 17, we are projecting about
$1.8 million. It's difficult to project it because we are -- we
are basing our projections on the national averages for the

mar ket share of the prepaid conpanies or prepaid cellular phones

for a total market. So at that point we were also saying that it
will nmost likely be necessary to increase the surcharge anount
in order for us to be able to continue with the 911 Fund
operating in the positive.

CHAI RMAN KURK:  So if | wunderstand your nunbers, you're
going to be short $1.8 nmillion in Fiscal 16 and short $900, 000
in Fiscal 17.

M5. BIELECKI: |f we don't do anything el se. The 911
Comm ssi on has been di scussing increasing the surcharge. Right
now we are a little bit in a holding pattern; but at the |ast

meeting on June 19'", | believe, they did authorize the
Comm ssion -- the Comm ssioners to increase the surcharge by
18-cents.

CHAI RMAN KURK: Has the Comm ssioner -- would the
Comm ssioners ever consider revising howthey do business to
reduce the costs rather than increase the charge to the public?

MS. BI ELECKI: There have been a nunber of conversations
with the Comm ssioner's Ofice, as well as the 911 Conm ssion
itself, the infrastructure, they're all -- really all of the
opti ons have been on the table.

CHAI RMAN KURK: So you're -- so you're saying that one of
t he options, but not necessarily the one that ultimately wll

come to pass, iS an increase to ratepayers.
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M5. BIELECKI: Yes, that is one of the options as well.
That's the option that the Comm ssion, the 911 Comm ssion has
reconmended at this point. W are waiting to have HB 391
enacted. W are waiting to at |least have a little bit of an
i ndication of what we will be collecting as well. W are al so
| ooking to see how we will end Fiscal Year 15. Conm ssioner has
i mpl emrent ed a nunber of expenditure freezes that have been in
effect for Fiscal 15. We'Ill continue those in '16 as well to
ensure that we can operate on a mninmal cost basis as well.

CHAI RMAN KURK: |I"'mjust writing sonething down about notes
for the next budget.

V5. Bl ELECKI : Sur e.

CHAI RVAN KURK: Thank you.

MS. BI ELECKI: Thank you.

CHAI RVAN KURK: Senat or Sanbor n.

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

want to be witing down these notes as well. Because if |
remenber also fromthe Ways and Means Committee, and part of the
concern | had over all this is -- look, | believe in the 911

System | think it's vitally inportant to our state; but I
believe at sone |evel there's a m smatch going on. Because we're
not picking up noney to pay the expenses it has today. W are
expandi ng who we are charging. W are increasing the rate. And
the part the Chair didn't hear was al so part of the presentation
you gave in Ways where, if | renenber right, you' re looking to
spend mllions of dollars to do another upgrade of the system
That will allow us to use 911 via text nmessages and vi deo, |
think. So as opposed to | ooking to savings, we are |ooking to
spend even nore noney.

So | guess | just have these concerns about the fact that
we are throw ng noney at a programthat can't fund itself today.

We are seeing into the next budget mllions of dollars in nore
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noney to upgrade a systemthat doesn't pay for itself under the
revenue streamtoday. And just for the record, | asked for a
nunber of years' data to try to get our hands around this, which
I never received fromthe Agency. So | have some real concerns
about how we are funding this and operating it and growing it
and expanding it when we're in the position we are in today.

CHAI RVAN KURK: Thank you, Senator. | don't think you need
to respond to that.

REP. OBER: M. Chair.

CHAI RMAN KURK: Senator Little.

SEN. LITTLE: Thank you, M. Chairman. Good norni ng.

M5. BI ELECKI : Good nor ni ng.

SEN. LITTLE: Can you tell ne what the variables are that
have resulted in your increased SWCAP assessnent ?

M5. BIELECKI: The SWCAP is originally budgeted in the
budget process. So would have been budgeted three years ago
based on the nunbers that we had received fromthe Departnent of
Adm ni strative Services. Wen the Actuals cone in, the actual
bill, sonetines results in a different Actual charge. | believe
t he Departnment of Admi nistrative Services also revised the
nmet hodol ogy for calculating the SWCAP and that's why we were
faced with a larger actual bill. Perhaps the Departnent of
Adm ni strative Services could address that question better than
| can.

CHAI RVAN KURK: Fol | ow up.

SEN. LITTLE: Thank you. So your opinion is that it's a
change in their forrmula and not an increase in the shared
expenses at the Departnent that resulted in the increase.

M5. BIELECKI: | believe, and our understandi ng of how

Fi scal Year 15 SWCAP charges were cal cul ated, that the
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Departnent did, in fact, nake -- the Departnent of
Adm ni strative Services did, in fact, make sone changes to the
nmet hodol ogy on cal cul ati ng the SWCAP

SEN. LITTLE: Thank you

CHAI RMAN KURK: Further questions.

REP. OBER: M. Chair man.

CHAI RMAN KURK: Representative Qber.

REP. OBER: Could we ask the Department of Administrative
Services to respond to that? | see themin the audi ence.

CHAI RMAN KURK: Commi ssioner. Please feel free to bring up
nore chairs, if you w sh.

VI CKI QU RAM Comm ssioner, Departnent of Adm nistrative
Services: Good norning, Chair and Commttee. Vicki Quiram
Departnment of Admi nistrative Services, and | have ny backup team
here for this question.

GERARD MURPHY, Conptroller, Departnent of Adm nistrative
Services: Cerard Miurphy, State Conptroller. Good norning,
Menbers of the Committee. | do not have the specifics about the
change in methodol ogy with nme here today, but | certainly could
provide those to the Conmttee as early as today.

CHAI RVAN KURK: Coul d you do it prior to the tinme we are
finished this norning?

MR. MJURPHY: Let ne run back to the office and |I'l|l see what
| can do.

CHAI RMVAN KURK: Do either of your coll eagues have anything
to add?

JOSEPH BOUCHARD, Assi stant Conmm ssioner, Departnent of
Adm ni strative Services: Joe Bouchard from Adm ni strative
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Services. | think the nature of the SWCAP change was noving to a
budgetary basis versus an actual basis in the | ast biennium The
former conptroller initiated that change, and it did change the
nmet hodol ogy of what Agencies were typically used to spending or
used to budgeting. So that may be what Gerard's going to find
when we do a little bit nore digging.

CHAl RVAN KURK: So this woul d have been true for al
agenci es?

MR. BOUCHARD: It woul d have, yes.

CHAI RMAN KURK: If you fol ks would |ike, we can hold off on
acting on this till we get a response.

* % REP. EATON: Mbve to table.

CHAI RVAN KURK: W don't need to table. W'll just hold
action on this. Thank you. Thank you. We'I| take this up when we
get the answer.

(6) RSA 215-A:23,1X, and RSA 215-C: 39, X, Registration
Fees:

CHAl RVAN KURK:  Moving on then to item nunber (6) on the
agenda, a request -- Fiscal 15-100, a request fromthe New
Hanpshire Fi sh and Gane Departnent for authorization to transfer
$125, 000 of unexpended funds from excess registration fees to
the Fish and Gane OHRV Fi scal Year 2015 Operating Budget.

*x REP. EATON. Mbve.

CHAI RVAN KURK: Moved by Representative Eaton

REP. OBER: Second.

CHAI RVAN KURK: Seconded by Representative Ober.
Di scussion? There being none, you ready for the question? Al
those in favor, please indicate by saying aye? Opposed? The

ayes have it and the itemis approved.
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*** {MOTI ON ADOPTED}

(7) RSA 622:28-a, V, Industries Inventory Account:

CHAI RVAN KURK: W turn now to item nunber (7) on the
Agenda, Fiscal 15-101, a request fromthe Departnent of
Corrections, which | understand has been w thdrawn. So does
everyone have a copy of that letter? So we need to take no
further action on that.

(8) Chapter 3:7, Il, Laws of 2014, Departnent of Health
And Human Servi ces; Contracting; Transfer Anbng
Accounts and RSA 14:30-a, VI Fiscal Conmittee Approval
Requi red for Acceptance and Expenditure of Funds Over
$100, 000 from any Non-State Source:

CHAI RVAN KURK:  Moving on to item nunber (8), two itens,
Fi scal 15-096, a request fromthe Departnment of Health and Human
Services for authorization to transfer $140,467 in General Funds
with no net change to Federal revenues through June 30'", 2015.

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

CHAI RVAN KURK: Moved by Representative Eaton, seconded by
Representative Ooer. Discussion or questions? There being none,
you ready for the question? Al those in favor, please indicate
by sayi ng aye? QOpposed? The ayes have it and the notion is
adopt ed.

*** {MOTI ON ADOPTED)

CHAI RMAN KURK: We turn now to Fiscal 15-097, another
request fromthe Departnment of Health and Human Services for
aut hori zation to transfer $532,643 in General Funds, increase
rel ated Federal revenues in the anmount of $2,502, 642, and
increase rel ated other revenues in the anmount of $1,141 through
June 30'", 2015.
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** REP. EATON: Mbved.
REP. OBER: Second.

CHAI RVAN KURK: Moved by Representative Eaton, seconded by
Representative Qober. Discussion or questions? There being none,
you ready for the question? Al those in favor, please indicate
by sayi ng aye? Opposed? The ayes have it and the itenis
approved.

*** [ MOTI ON ADOPTED}

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

CHAI RVAN KURK: W turn now to item nunber (9), Fisca
15-102, a request fromthe Departnent of Adm nistrative Services
for authorization to transfer $72,658 in and anong accounti ng
units from June 30'", 2015.

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

CHAI RVAN KURK: Moved by Representative Eaton, seconded by
Representative Ooer that the item be approved. D scussion?
Questions? There being none, you ready for the question? Al
those in favor, please indicate by saying aye? Opposed? The
ayes have it and the itemis approved.

*** {MOTI ON ADOPTED}

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

CHAI RMVAN KURK: |tem nunber (10) on the Agenda contains two
itenms, Fiscal 15-103, a request fromthe Departnent of
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Transportation for authorization to transfer $28,500 between
various accounts and cl asses through June 30'", 2015.

*x REP. EATON: Mbve.

CHAI RVAN KURK: Moved by Representative Eaton

REP. OBER: Second.

CHAI RMAN KURK: Seconded by Representative Cber that the
item be approved. Discussion? Questions? There being none, you
ready for the question? Al those in favor, please indicate by
sayi ng aye? Opposed? The ayes have it and the itemis adopted.

*** {MOTI ON ADOPTED}

CHAI RMAN KURK: Fi scal 15-104 is another request fromthe
Departnment of Transportation for authorization to transfer
$13, 500 within Turnpi ke Fund accounting units and cl asses
t hrough June 30'", 2015.

*x REP. EATON. Mbve.

CHAI RVAN KURK: Moved by Representative Eaton

REP. OBER: Second.

CHAI RMVAN KURK: Seconded by Representative Cber. Discussion
or questions? There being none, you ready for the question?
Al'l those in favor, please indicate by saying aye? Qpposed?
The ayes have it and the itemis approved.

*** {MOTI ON ADOPTED}

(11) M scell aneous:

CHAI RVAN KURK: We now turn to a late item Fiscal 15-1009.
This is a request fromthe Departnent of Fish and Gane for
aut hori zation to accept and expend $1, 136, 400 i n Federal funds.

JOINT FISCAL COMMITTEE

June 26, 2015



26

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

CHAI RMAN KURK: For the purpose of distributing Federa
Fi sheries Disaster Relief Funds to Northeast Miltispecies
Commerci al Harvesters inpacted by the Federal Fisheries Disaster
decl ared by the Secretary of Commerce in 2012. The approval is
t hrough Sept enber 30'", 2015. |s there a notion?

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

CHAI RMVAN KURK: Moved by Representative Eaton, seconded by
Representative Gober. | point out that under our rules we only
approve itens that affect the current bienni um which ends
June 30'", 2015, a few days fromnow. This goes beyond that. So
if this is to go through, I want nenbers to recognize that we
are creating an exception. |Is there discussion or questions
about this iten? There being none, are you ready for the
guestion? All those in favor, please indicate by saying aye?
Opposed? The ayes have it and the itemis approved.

**% {MOT| ON ADOPTED}

(12) Infornmational Mterials:

CHAI RMAN KURK: W have a nunber of informational itens. Are
there questions that anyone w shes to ask about any of thenf

SEN. SANBORN: Dash Board.

CHAl RVMAN KURK:  Senat or Fel tes.

SEN. FELTES: Thank you, M. Chairman. The Adm nistrative
Services Conm ssioner Quiramis letter.

CHAI RMAN KURK: Fiscal 15-103 is a report fromthe
Departnment of Admi nistrative Services regarding self-funded
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heal th benefits program |s there sonebody fromthe Departnent
who coul d speak to those? And | see two people com ng forward.
Three people. Good norning to all of you.

VI CKI QU RAM Conmi ssi oner, Departnment of Administrative
Servi ces: Good norning.

REP. OBER: |s that 1057
REP. EATON: HmMm hum

CHAI RVAN KURK: | apologize. It is 105. 15-105.
Senat or Fel tes.

SEN. FELTES: Thank you, M. Chairman. Thank you,
Comm ssioner Quiram and staff of the Departnent of
Adm ni strative Services. | have a question on this letter dated
June 4'" letter. And for ny own edification and probably folks
on the Fiscal Conmttee know it better than | do, but there's

this di scussion right now about cash versus accrual. It's an
i mportant discussion and will carry on throughout the course of
the sumer, | presune. But on Page 1 of your letter, you

indi cate a cash fund bal ance of May 31%' of roughly 41 nillion.
Page 2 of the letter there's a cunul ative accrual fund bal ance
of approximately 7 mllion. Can you explain the difference

bet ween cash and accrual and what that neans in terns of budgets
and carrying forward?

M5. QU RAM Yes, Senator Feltes. | will do ny best to do
so, and | would point you to the |ast page of the report. And if
you look in the mddle of the |ast page, it's ny understandi ng
that this is a change in our informational itemas of this
report where we have actually broken down exactly the difference
bet ween t hat cash basis and the accrual fund bal ance after that.
And the bottomline is the IBNR which is basically our costs
t hat have been incurred, but we have not paid themyet that we
have to reduce that cash basis nunmber by. Then we have to
account for our statutory reserves in three different areas
whi ch, again, that's noney that we certainly need to keep there

in reserve. And at that point we get a fund bal ance that's |ess
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the I BNR and the reserve, and then we have to add the

recei vabl es and the payabl es whi ch are basically outstandi ng
recei vabl es and payabl es that we do know about and we nay be
estimating this a little bit at this point and that gets us to
t he accrual fund bal ance which is what we actually

have -- expect to have in the account if we include all these
ot her itens.

SEN. FELTES: Ckay.

CHAI RMAN KURK: Furt her questions?

SEN. FELTES: |'m good. Thank you, M. Chairman.

CHAI RMAN KURK: You're wel cone. Are these General Funds or
are these & her Funds?

M5. QURAM This is all funds.

CATHERI NE KEANE, Manager, Bureau of Ri sk and Benefits,
Departnment of Administrative Services: It's -- it's Fund 60
funds.

SARAH TRASK, Administrator II11, Bureau of Ri sk and Benefit,
Departnment of Adm nistrative Services: No, it's all funds so it
i ncl udes CGeneral Funds. It includes all funding sources.

M5. KEANE: From all funding sources.

M5. TRASK: Right. W collect the premuns fromall the
di fferent agencies.

CHAI RVAN KURK: Roughly what proportion of the various
nunbers woul d be General Funds?

MS. TRASK: | think it's 32%

CHAI RVAN KURK:  32%

M5. TRASK: Yes.
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CHAI RVAN KURK: Thank you. Further questions. Thank you very

much.

M5. QU RAM Thank you

CHAI RMAN KURK: The next item about which there are
guestions, | believe, are Fiscal 15-108, the Departnent of
Heal th and Human Servi ces Dash Board, and | think the questions
relate to Table A [I'll start off, but |I'"'msure others will have
guesti ons.

As we | ook at this it would appear that you' re not going to
nmeet your $23 million in |lapses; is that correct?

M5. ROCKBURN: Actually, this -- that is not correct. The
way that this reads we would hit the 23 mllion | apse and have
potential of an additional 9.3 above that. But | want to clarify
two pieces of information that | just |earned yesterday that
woul d update sone of the nunbers that are on the bottom half of
this Dash Board of funds that we thought we could use to cover
some of our shortfalls that we will not be realizing. So I want
to at |least just address that before | continue with your
comment on that, Representative Kurk.

CHAI RVAN KURK: Sur e.

M5. ROCKBURN: The first is on Line 39. Earlier in the year
we expected to have a mininmal |apse in our Bureau of
Devel opnental Services. As the year progressed, we noticed that
there was | ess spending that was occurring in that area and it
started to showup inreally the April-May tine period that we
woul d have a substantial |apse. And we talked a | ot about that
during sone of the budget discussions as we went through, you
know, the House through Commttee of Conference phases.

As of the end of May, we are projecting a 13.9 mllion
| apse fromthis area. Yesterday, the last financial cycle ran
for this MM S Medi caid paynent and that nunber has dropped to a
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surplus -- to a deficit -- I"'msorry -- a lapse of 12.9 mllion
So we have a million less than we expected in that area.

What that nmeans is instead of having an additional 9.3 that
brings it down by $1 million. In addition, there's another
reduction that is occurring and that is on Line 44. This is in
the Bureau of Elderly and Adult Services. W were projecting
excess funds in our Choices for Independence, CFl, and nursing
hone | i nes.

During the I ast nonth, we had several discussions on Senate
Bill 8 and then also as it left Commttee of Conference, both
in House Bill 1 footnote and House Bill 2, that the Choices for
I ndependence and nursing hone |ines would not be allowed to be
used for any back-of-the-budget requirenents, and that was
added -- new | anguage that was added both to HB 1 and HB 2.
Even though that has been vetoed as of today, we do not believe
that we should be using that excess surplus to nmeet our
back- of -t he- budget requirenent with that and, therefore, those
funds would not be | apsed. That would bring that 9.3 down by 8
mllion. So the 8 mllion, plus the 1.3, brings a | apse estinate
above our original lapse of only .3 or $300,000. In other words,
we expect to neet our |apse obligation of 23.7, but only to the
good of maybe anot her 300,000. It won't be anything
substantially higher than that.

CHAI RMAN KURK: Thank you. So the 23,000 on Line 7 -- 23
mllion on Line 7 is included in the total on Line 34 of 54
mllion?

MS. ROCKBURN: Let ne think about -- let's see. | do not
believe it is, but |let ne doubl e-check that.

CHAI RMAN KURK: |If that's not the case, then | don't
under st and how you neet your | apse.

M5. ROCKBURN: The way the Dash Board works, and |I'm just
trying to do the math real quick here. The way the Dash Board
is set up, the total line of 34 -- of Line 34 of 54 mllion,
that does not include the 23 million on Line 7. It is just the
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subtotaling of Lines 12 through Lines 33. So the purpose of the
Dash Board was to say how are we going to neet our shortfalls
out si de of our |apse requirenent.

So all the lines fromLines 36 through 65 are itens that we
are anticipating to be able to use to fund just the shortfall.
The | apse woul d be requirenents over and above the additional
shortfalls that occurred. So the purpose of the Dash Board was
just to identify areas just to neet the additional shortfalls
t hat have cone to the Departnent during the course of the year.

CHAI RMAN KURK: So you're going to neet the Sununu Center
reducti ons?

M5. ROCKBURN: Correct.

CHAI RMVAN KURK: You're going to nmeet the back-of -the-budget
reduction, et cetera and, in addition, |apse $23 mllion.

M5. ROCKBURN: That is what it |ooks |ike today, correct.

CHAI RMAN KURK: Thank you. Senator Feltes.

SEN. FELTES: Thank you, M. Chairman. And |'mjust going to
refer to Page 3 of the letter.

M5. ROCKBURN: Sur e.

SEN. FELTES: Not the Dash Board, but it's reflected in the
Dash Board, so. The mddle of the page of Page 3 of the
June 16'" | etter tal ks about funding issues. And the | ast
sentence, do you see what I'mreferring to?

MS. ROCKBURN: Hm hum

SEN. FELTES: Okay. The | ast sentence says during the past
few nont hs spending for services for devel opnentally di sabl ed
clients has been | ower than budgeted and will result in a
significant surplus. What's going on here? |s the noney just

not getting out the door to service providers?
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M5. ROCKBURN: Senator, that's a really good question, and
we internally in the Departnent have been trying to work with
our Area Agencies to really get to the root of that. What
we -- what we can tell you is that all of the bills and invoices
t hat have been submtted to the Departnent for paynent have been
pai d. W& have not seen any delays in those paynents. W are
trying to really work with themto find out why utilization is
so nmuch | ower than expected. | don't have all the answers to
that. What we do know is that in the 14-15 bienni al budget a
substantial anount of additional noney was infused in that
system in the Devel opnental Disabilities System And what we've
seen to date is that that additional infusion of cash has not
been spent.

A conbination may be is that there's workforce issues out
in the community where there's still a need for individuals to
be served, but they're having a hard tinme just catching up with
t hat demand. So al t hough there was a significant budget that was
infused into that system not all of it was able to be spent and
that's really where this lapse is coning from W are trying to
work with the Area Agencies to really determ ne why there's such
a gap in that analysis. And we are working with getting reports
fromthemto try to | ook by region to work through that.

CHAI RMVAN KURK: Fol | ow up.

SEN. FELTES: Fol |l ow up. Thank you, M. Chairman. So is part
of that answer is a suggestion that the workforce hasn't been
built up to neet the need? |Is that --

M5. ROCKBURN: That's correct. And | want to say the

workforce, | really only referring to is the providers. So the
ones actually providing the services to the clients. And I think
that there -- it's not for lack of recruitnent efforts. | think

there's just been a shortfall of resources for the agencies to
be able to recruit and maintain or retain adequate staffing. So
| think that they're well aware of it. They are trying to get
there, but we haven't seen that ranp up as nuch
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CHAI RMAN KURK: Senat or Morse.

SEN. PRESI DENT MORSE: Thank you, M. Chair nan.
The -- unfortunately, during the Senate Budget phase that nunber
went from26 mllion that we had to add back to 13 million, to
26 mllion, to 23 mllion, and we did every one of these topics.
My question's for LBA on the previous presentation on 15-105.
How often do you collect this docunent from Adm n Services?

JEFFRY PATTI SON, Legi sl ative Budget Assistant, Ofice of
Legi sl ati ve Budget Assistant: The report is required by Chapter
319:32. Of the top of ny head, | do not recall whether that is
a nmonthly or quarterly report that's submtted.

M5. QU RAM Bi-nonthly.

MR. PATTI SON: Bi-nonthly report that's submtted to the
Fi scal Committee.

SEN. PRESI DENT MORSE: M. Chai rman.

CHAI RMAN KURK: Senat or Mor se.

SEN. PRESIDENT MORSE: If you'd |like to attend the Finance
Comm ttee on Tuesday, | request LBA nmake a presentation on the
| ast six nonths of this report that has cone up.

CHAI RMAN KURK: Are you referring to the Senate Fi nance
Conmittee?

SEN. PRESI DENT MORSE: Yes. Because what |'m seriously
concerned about right now, we are going over two docunents that
seriously change how Governnent's | ooked at reporting, and |
have great difficulty with that. W just went through the
budgeting process, and | think it shows total disrespect for the
Legi sl ature, quite honestly. So |I have concerns. If you'd like
to attend that neeting, 1'd like a presentation from LBA

REP. OBER: That's on Tuesday?
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CHAI RMAN KURK: Thank you, Senator. | do have a question,
perhaps of M. Pattison, and this is sonething that will be
devel oped on Tuesday. The fact that Adm nistrative Services
presented an accrual budget or an accrual nunber, as well as a
cash nunber, if the accrual nunber is used would that affect the
carry forward with respect to 2016 in House -- in the vetoed
House Bill 1 and 2?

MR. PATTI SON: Accrual definitely would have an issue or
cause a different nunber to be rolled forward from'15 to '16.

CHAI RMAN KURK: So if, in fact, the Governor is
instructing -- we don't know this -- but if the Governor were to
i nstruct agencies to start using accrual accounting and sw tch
from cash basis accounting on which we have traditionally
budgeted that woul d have a negative inpact on the carryover; is
that correct?

MR. PATTI SON: The State closes its books on an accrua
basis. That is not something that's changed. Wat you' re talking
about here is interimreporting that is done to the Fiscal
Comm ttee. The Conptroller will be closing the books on the
accrual basis as we always have done. And, again, | think this
is a matter of a reporting that's done to the Fiscal Conmttee
that now two different nethods of summary are being reported to
you, both a cash basis and an accrual basis; but, ultimtely, at
the end of the year, the State does close on an accrual basis.

CHAI RVAN KURK: | understand that, but we do budget on a
cash basi s.

MR. PATTI SON: You do.

CHAI RMAN KURK: These reports will not affect that.

MR. PATTISON: I'mgoing to defer to the Conptroller to
answer that, frankly. He's not here right now because he's back
trying to find other information for you.
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CHAI RMAN KURK: Thank you. Further? Senator Sanborn and
then Senator Little.

SEN. SANBORN: Thank you, M. Chair. Thank you for com ng up
again. Really appreciate it. Cbviously, you see there's sone
angst in the Fiscal Conmittee about this whole di scussion about
are we tal king about accrual, are we tal king about cash basis?
And | guess a big part of it is, you know, the frustration we're
having is we've got, fromwhat | hear, like this $30 nmillion
di fference between accrual and cash basis, and it seens |ike
sone people are using one side for one part of the discussion,
and ot her people are using the other side for the other part of
t he discussion. And as we heard the Chair and M. Pattison
sayi ng, you know, we are a cash basis until the end of the year
before we see adjustnents. But | continue to hear there's this
GAAP conversation going on and hel p us understand if it's that
inmportant and if it's that real that this accrual adjustnment is
a cash issue, then why is it on these reports?

M5. ROCKBURN: Thank you, Senator. So | can try to do ny
best in bridging that gap. The Departnent during -- as w th nost
departnents, operate during the year really | ooking at a cash
basi s, because our goal is to |look at the appropriation that was
granted to us and we are really | ooking at how are we covering

the bill on a cash basis in relation to that budgeted
appropriation. This Dash Board first canme out a few years ago to
address a need where the -- the budget was not going to neet the

needs froma cash basis to cover bills that were com ng up. And
this has been going on for a few years that this Dash Board has
been in place and really | ooking at ways to notify the Fiscal
Comm ttee of unexpected activities that have popped up outside
of the budget process, increase in casel oads that were out of
our control, possibly a lawsuit, you know, things of that

nat ure.

And so what we realized was having a Dash Board to | ook at
what are ways the Departnent can minimze those deficits? And
what | nmean by that, are there other areas in the Departnent in
terns of accounts that we can go to to true up that difference,
as opposed to going to a Fiscal Conmttee asking for additional
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Ceneral Funds to cover, for exanple, a Medicaid casel oad
increase. W were trying to say we have this issue, but we are
trying to find it el sewhere in our budget to cover that. That
was really sort of the start of this Dash Board process. W do
| ook, and this has been reported on a cash basis, so we've

al ways been focused on that.

When it conmes to this GAAP basis, which is Cenerally
Accepted Accounting Principles, which is where the auditors cone
in and audit financial statenments against those rules, and those
GAAP rul es require any organi zation, whether it's a state or a
private enterprise, to |l ook at not just cash basis, but are
there any other liabilities as of June 30'" that the State has
incurred but froma cash basis won't pay until July or August.

On the flip side, you m ght have additional receivables the
State could book if there is noney owed to the State that wasn't
received on that date. Cash and GAAP will not change from year
to year, if all circunstances are sinmlar year to year. So if
every year, for exanple, you would expect a payroll to have a
two- week | ag, enployees worked in the nonth of June, they don't
get paid till July, that's an additional liability, but a year
ago you mght have had a liability that offsets that. And so if
things don't change year to year, that GAAP adjustnent is
mnimal. And so | think that in certain tinmes there wasn't nuch
di fference between a cash and a GAAP basi s when net hodol ogy was
the same, simlar dollars were involved, that inpact is very
smal |

What we've seen in the last -- this year and the year
before is those GAAP adjustnments have been | arger than the ones
in the previous year, and so we are now seeing this |larger gap
that's occurring.

One of the big things that have occurred in Health and
Human Services was that traditionally our Medicaid paynents had
about a 30-day lag. So at the end of the year the State would
book an adjustnent saying all services that providers did in the
mont h of June would not be paid till July, you know, so we'd

have just a normal nonth |ag. But every year we had the same
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nmonth lag fromJune to July. Last year and this year when we
went to a managed care environment that contract said we are
going to delay paynents for three nonths. So now services
April, May and June are now paid in July, August, Septenber. So
when t hat happened, there was a very large shift in that payable
on June 30'" because as of June we now had three nonths of
services that were not com ng out of that current year budget
and were going to get paid in the next year.

So when there's a nmethodol ogy shift that really becones a
bi gger di scussion point between cash and that GAAP or accrual
base accounting. So that was one of, | think, the big shifts
that first cane up last year. And if you -- | don't have the
page in front of me, but if you went to the CAFR the
Conpr ehensi ve Annual Financial Report which is the audited
financials, there was a footnote disclosure that said overal
for the State there was about a 17 plus mllion additional GAAP
adjustment that occurred as a result of Medicaid being one of
the areas, but a few other areas that did that. So that was a
big shift that happened | ast year.

This year we have been working with Adm n Services and the
Governor's Ofice to try to | ook through what is this liability
going to look like this year for the Departnment, and is that
going to inpact our cash versus accrual basis? And we expect
that we'll see another pick up this year conpared to | ast year
because al though we've had a simlar three-nonth |ag year to
year, we have had an increase in caseloads. So the dollars that
we normal |y woul d have, you know, clients that would have served
in April, My and June, are higher this year than |last year. So
that's going to make a bigger liability that we are going to
have to account for.

CHAI RVAN KURK: Coul d you give us a dollar amount?

M5. ROCKBURN: On that? You know, | don't have that in
front of us, but I think it's in the range of -- | want to say
it's around 15 mllion. | think |last year was around 17. | think
this year it's around 15, but | really want to get you that.
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CHAI RMAN KURK: An additional 15 beyond | ast year's 177

M5. ROCKBURN: No, no, that would be the conparabl e nunber.

CHAI RMAN KURK: So they're about the sane.

M5. ROCKBURN: Correct. The pickup is about the sane, but I
can definitely, you know, get back to you on what that woul d be.
But what that would nean is that on a cash basis, although we've
nmet this |apse, when there's an additional liability pick up
not this entire |lapse is available as a surplus for future years
because of that change. That's our biggest liability. Statew de,
there may be other agencies that are also faced with that. And,
like | said, if it's the same year to year, | think that's when
t he cash and accrual discussions don't really cone into play
because there's not a big difference between those two.

I think the insurance -- Admi n Services just tal ked about
that self-insurance fund, they started to report to you the
difference in the cash and the accrual. You know, that's
somet hi ng that maybe we want to think about nodifying this for
future years. But until this year, there hasn't been a | arge
di fference which is why we haven't done two separate reporting
for that.

SEN. SANBORN: M. Chair.

CHAI RMAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you, sir. Thank you, | appreciate it,
al though | guess I'mstill confused at sone | evel because if the
Dash Board Table Ais still operated on a cash basis and we have
gone fromnet 30-day terns to net 90 days ternms --

MB. ROCKBURN: Hm hum

SEN. SANBORN: -- we woul d be hol ding 90 days' worth of
cash; right?

M5. ROCKBURN: Correct.
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SEN. SANBORN: But | don't see our cash bal ances goi ng up
in one of the nost significant accounting -- G. accounts we
have. So it would | eave ne to believe that either we have spent
t he noney that we thought we were supposed to hold for Medicaid
and, therefore, we actually do have a big problem

MS. ROCKBURN: Ri ght.

SEN. SANBORN: Or -- or I'mnot quite sure. Because again,
you know, it's cash in, cash out. Al of a sudden we go from net
30 to net 90 there should be an accunul ati on of cash.

M5. ROCKBURN:  Yes.

SEN. SANBORN: On the accrual basis should be the actual
basis if that's how you're doing this, so.

M5. ROCKBURN: Senator, you're conpletely on track with
this. You' re not -- you're not off. So let me say you woul d
expect that we woul d have, right, excess funds that are sitting
there because of that. Because we've had a back-of -t he-budget
reduction that's a requirenent, we had additional footnote
requirenments in ternms of personnel reductions that happened
out si de of the budget, because of the increased caseloads in
Medi caid, the Community Mental Health lawsuit that canme to play,
a lot of those weren't part of the original budget. So where
t here was excess funds we had, we've been trying to use to cover
those anticipated shortfalls. If we didn't have any of those,
then you're correct, we would have been able to have a nuch
| arger avail able cash for that period and not all of that is
avail able in order to offset those things.

SEN. SANBORN: Fol | ow up

CHAI RMAN KURK: Fol | ow on.

SEN. SANBORN: Again, with all respect, I'mnot sure |'m
agreeing with your math because, again, if we go fromnet 30 to
net 90, we have accunul ati on of cash of 60 days of extra cash on
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hundreds of mllions of dollars of bills. And then the Governor
comes in with two Executive Orders to cut expenses, not cut
cash, so there should have been a higher accunul ati on of cash
'cause now we are spending |less than we anticipated and still
hol di ng onto nore. So the Executive Order to cut shouldn't be
reduci ng our cash bal ances, they should be increasing our cash
bal ances.

M5. ROCKBURN: And | think that we needed those cash
bal ances to cover unexpected increases in other expenses,
Medi cai d casel oads bei ng one of them Those casel oads goi ng up.
Increase in rates to our Managed Care Organi zations. That's a
requi red amount that we now pay them on a per nenber/per nonth.
So those additional expenses are going to offset those savings.
So you have savings that you woul d anticipate, cash savings; but
as our expenses are going up, we didn't have a budget for that.
And we're going to use those cash savings to offset those
addi ti onal expenses.

CHAI RVAN KURK: And, of course, the Legi sl ature expected
that you would not do that.

M5. ROCKBURN: Correct.

CHAI RVAN KURK: That you woul d reduce your expenses to take
care of your additional obligations.

M5. ROCKBURN: Correct.

CHAI RMAN KURK: And, hence, the difference.

M5. ROCKBURN: Correct.

CHAI RVMAN KURK: May | ask you --

M5. ROCKBURN: Sure.

CHAI RMAN KURK: -- a very basic question. In the past, the
Departnment, anong others, has pended bills, you know, putting

bills under the blotter. Have you done any of that?
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MS. ROCKBURN: W have not.

CHAI RMAN KURK: So you're current on everything?

M5. ROCKBURN: W are.

CHAl RMVAN KURK: There are bills that should have been paid
t hat have been paid.

M5. ROCKBURN: Correct, no pending on anything.

CHAI RVAN KURK: Wth the exception of the change in 30 days
to 90 days with the Managed Care Organi zations --

M5. ROCKBURN: Correct.

CHAI RMVAN KURK: -- you're running an operation which is not
going to create problens for us in the future?

M5. ROCKBURN: No.

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

SEN. LITTLE: | have a question but on a different issue so
if there's further --

CHAI RVMAN KURK: Senator Feltes.

SEN. LITTLE: -- on that issue, |'l|l defer to Senator
Fel t es.

SEN. FELTES: Thank you, Senator Little. Thank you, M.
Chai rman. You're just tal king about cash and accrual. But just
in plain English, at the end of Fiscal 15, how nuch noney is,
this isn't an accounting term but left over or not left over in
HHS?
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M5. ROCKBURN: | have to get back to you on that. | don't
have that with me today. In terns of the exact when we apply
that accrual nunber, | can go back and get nore an exact figure
for you.

CHAI RMAN KURK: |f you net your |apses at 23 mllion, and
you told us that the lag is going to cost 15 --

M5. ROCKBURN: Yes.

CHAI RVAN KURK: -- aren't we going to be short 15 in terns
of neeting | apses?

MS. ROCKBURN: Yes, and that's where | want --

CHAI RVAN KURK: Based on your number ?

M5. ROCKBURN: Correct. That was ny estimate, but | would
want to go back and confirm those nunbers.

CHAl RMAN KURK: Senator Feltes.

SEN. FELTES: Thank you, M. Chairman. Just as a follow up
with M. Chairman. | have a question of M. Chairman. As a
deficit of '15, is that what the Chairman just indicated?

CHAI RVAN KURK: | don't know if | characterized it as a
deficit, but the Departnment certainly is not going to provide
$15 mllion -- $23 mllion in | apses that they are
required -- that they are expected to do as we budget and which
they had planned to do. They have spent the noney for other
t hings, and they have not nmet their obligation. Senator Sanborn.

SEN. SANBORN: One nore, M. Chair, and | promise I'll keep
my nout h button

CHAI RMAN KURK: Don't make prom ses you can't fulfill.

SEN. SANBORN: This one | mght be. You nmentioned a per
nmenber/ per nonth.
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MS. ROCKBURN: Hm hum

SEN. SANBORN: Which is what the Managed Care Organi zation
is, but we paying themon net 90 day terns or are there two
di fferent accounts; one we are paying net 90, one we're paying
net 307

M5. ROCKBURN: No, all of the Managed Care Organi zati ons we
pay --

SEN. SANBORN: Net 907

M5. ROCKBURN: Correct.

SEN. SANBORN: I ncluding per nenber/per nonth?

M5. ROCKBURN: Correct.

SEN. SANBORN: And any ancillary?

M5. ROCKBURN: Correct.

CHAl RVAN KURK: Senator Little.

SEN. LITTLE: Thank you very nuch. | said | had a different
issue, but | do want to just followup on this because of the
| ast back and forth here. Because |I believe that you told us
that you do expect to end the year with the $23.8 million, but
not the additional 90 -- 9.3 we were thinking of. | think from
what | just heard here you told us it would be |l ess than the 23
we expected for |apse.

M5. ROCKBURN: So, and this is where | think I need a
further discussion on with the Conptroller, with Gerard Mirphy,
woul d be hel pful is that when we cl ose our books at the agency
| evel, our obligations are on this cash basis. Al of those
adjustments that happen in terns of those additional liabilities
occur at the Adm n Services |evel when they're producing their

audited financials. So | think having a joint conversation m ght
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be nore hel pful, because we don't record any of those
liabilities on our agency side. It's sonething that happens
outside of the system And | would want himto be able to be
here to talk a little bit nore on that. So on a cash basis, our
books will show that. The adjustnents that happened after it

| eaves our agency, | would want to have Cerard avail able to wal k
t hrough sonme of that.

CHAI RMAN KURK: And since he is here, perhaps he'd like to
join us on a subject different than the one that he was getting
addi tional information. Senator Sanborn.

SEN. SANBORN:  Sir.

CHAI RMAN KURK: Senator Little.

SEN. LITTLE: Well, | guess just to restate the question I
just asked was that at the start of the presentation we were
told that we would still be likely to see the $23.7 mllion

| apse from Health and Human Services. But instead of the

addi tional funds that we were going to increase it by about

$9.3 mllion, it would be about $300, 000 additional over that

| apse that we would recogni ze as not inmmterial; and yet,
following the I ong conversation here | think we just heard was
that we would not neet the $23.7 million |apse, and that it has
sonething to do with closing the books at year end between the
Departnment operating on a cash basis and the books closing on an
accrual basis. Did | state that properly? And so the question
is what are we expecting for a | apse?

MR. MURPHY: That is still -- until we actually make the
entries, it is uncertain. The lapse as it's referred to is
really it's largely a cash nunber. The | apse is the noney that
comes back -- the appropriation that is not needed so it reverts
back to the General Fund. And that is known somewhat early on in
t he process. However, when we tal k about booking the accruals,
those bills conme in over the first two nonths of the next Fisca
Year. And when we book payables to record those liabilities and
t hose expenses, frankly, we -- hum-- when we book those

liabilities, we're not adjusting the |apse technically. The
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| apse nunber is what it is on the Surplus Statenent. \Wat shows
up in your GAAP adjustnent nunber are additional expenditures
made for Fiscal 15, paid in Fiscal 16. So until we know what
those bills will be, we don't know what, obviously, what those
GAAP adj ustnents will be.

However, in discussions that we've had with Sheri and her
fol ks, we expect that a good likelihood exists for accounts
payabl e due to MCO paynents to be of a sim|ar amount as | ast
year. And if that is the case, the GAAP swing, the GAAP entry
that will be booked at the end of Fiscal 15 could be a
substantial nunber.

CHAI RMAN KURK: Subst anti al ?

MR. MJURPHY: Substanti al .

CHAI RMVAN KURK: Coul d you put a dollar amount to that? That
$15 mllion?

MR. MJRPHY: |'d say at least. It could be 15. It could be
hi gher, frankly.

CHAI RMAN KURK: So what |'mhearing is that we are running a
cash budget that neets the |lapse requirenents at $23 nillion.
And that we will have an accrual adjustnent when we cl ose the
books using account -- Generally Accepted Accounting Principles
in Septenber or at the end of the year that, as usual, wll
reflect an adjustnent that is different fromthe anmount in the
cash budget. And the real question is whether the total nunber

of those accrual adjustnents will be so different increased
above | ast year that we wind up with a deficit on a GAAP basi s,
even though we're running a surplus on a cash basis. |Is that --

MR. MJRPHY: Pretty -- pretty good.

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

SEN. SANBORN: As you've asked ny name, M. Chair, the only

reason |'Ill speak again.
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CHAI RVAN KURK: Senat or Sanbor n.

SEN. SANBORN: So next tine you recognize ne. So, Gerard, we
are tal king about, what was it, a $14 nillion GAAP adjustnment at
the end of '14. You're |ooking somewhere 15, 17, or the sky's
the limt 'cause you won't say for '15. But our CAFRs are
t wo- year synopsis as we're working on the budget or just one?

MR. MJRPHY: One.

SEN. SANBORN: WIIl be just one. But if all things are
equal , because | thought | heard you say that the adjustnent is
cumul ative and, Sheri, you said the adjustnent is cunmulative
t hat we have whatever the nunber was, 14 in '14 or 17 in '14 and
that 15 or whatever in '15, and if it was accunul ating basis it
woul d nmean you said it was the sane, but now you're suggesting
it's going to be in addition to and that being -- that being the
case, what was our GAAP adjustnent for the end of '13, and how
dramatically different is that? |If it's the sane every year it
shoul dn't change, right, so | shouldn't be expecting a big
change.

MR. MURPHY: That's right.

SEN. SANBORN: You just suggested to the Chair that we
shoul d buckle in. So where are we?

MR. MJURPHY: So we'll go back to the end of '14.

SEN. SANBORN: How about the end of '13?

MR. MJURPHY: The end of '13. Sure. The end of '13 and

because this issue, | think, is largely centered around
Medi caid, we'll just pick on that payable. The end of '13
there -- there was a State share payabl e, booked, on a GAAP

basis for the Medicaid Programof about 25 mllion. Let's see, |
think I have sone i nfornati on here.

SEN. SANBORN: Accrued and not paid.
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MR. MURPHY: Yes. Right, 25 million was the GAAP liability
booked at the end of Fiscal 13.

SEN. SANBORN: And back then we were still net 30-day ternms.

MR. MJRPHY: Yes.

SEN. SANBORN: Ckay.

MR. MJURPHY: So once that was booked, that's booking the
current year liability. But the other side of that is the
reversal of the prior year liability. So when we reverse out
Fiscal 12, it was roughly equivalent. The Fiscal 12 and Fi scal
13 GAAP entries for Medicaid were roughly equival ent.

SEN. SANBORN: Ckay.

MR. MURPHY: So no net inpact to the surplus. Then '14 cones
along and the State's share of the Medicaid liability increased
to about 78 mllion.

SEN. SANBORN: MAG, standing the programup, and the 5%
that we have under Medicaid Expansion. Wuld you say that's
where the 78 mllion's com ng fronf

MR MJRPHY: Yes.

MS. ROCKBURN: And the three nonth --

MR. MJRPHY: And the three nonth -- and the timng |ag.
Yes, thank you, Sheri. And the timng |ag. Because we
didn't -- we're now paying three nonths after year end as
opposed to only the one, obviously, the liability is going to
i ncrease substantially because of that.

SEN. SANBORN: But shouldn't there be a delay on the front
end because you're not paying it upfront so that you're shifting
on the accrual basis -- shifting the cash basis, recognizing on
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t he accrual basis so you should have a pick up on the front
side, shouldn't you?

MR. MURPHY: One m ght think.

CHAI RVAN KURK: Continue for '15.

MR MJRPHY: So back to '14 for the nonent.

CHAI RVAN KURK:  Ch.

MR. MJRPHY: That increased to 78 m|lion. That was
partially offset by about 35 mllion, 34, 35 mllion of
avai | abl e bal ance, appropriation, that HHS carried forward into
Fiscal 15 to offset sonme of that 78 mllion. So that brought the
78 down to about 42. So at the end of the day, the payable
booked at the end of '14 for Medicaid was $42 million. Backed
out, reverse the prior year of 25, you get a net hit to the
General Fund of 17, about 17 and a half mllion dollars at the
end of Fiscal 14.

Now we go to close for '"15. The -- talking to HHS it's
| ooking like the total State share liability will be close to
that 78, 80 mllion that it was |ast year. So we still have
hi gher casel oads. W still have the three-nonth |l ag. So that
amount, it may be a little bit lower. |'mnot certain where
it's going to end up, but it will be in that ballpark, I
believe. So we'll have that 78 liability again. However, there
is no appropriation carried forward, or we were predicting,
talking to HHS, we don't think there's going to be appropriation
to carry forward to cover those paynents in the next year. So we
go from42 at the end of last year up to, if it's 77, then
that's a lot bigger than 15. But if it's somewhat |ess than
that, it's the increnent over about 42 mllion which was | ast
year's GAAP entry.

CHAl RVAN KURK: Less the 25 mllion carry forward?

MR. MJURPHY: | don't believe there'll be any carry forward.

Maybe there will be sonme. Actually, maybe there will be sone
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carry forward; but whatever is carried forward will offset that
final nunber.

CHAI RVAN KURK: For ' 14 you said that it was 78 mllion.

MR. MJRPHY: Correct.

CHAI RMAN KURK: Less 31 carried over.

MR MJRPHY: 35 1 think it was.

CHAI RVAN KURK: Or 35. Less 25 --

MR. MURPHY: Fromthe reversal of the prior year

CHAl RVAN KURK: Wn't there be a reversal --

MR. MURPHY: Right. The reversal is the 42.

CHAI RMAN KURK: The reversal is the 42?

MR. MURPHY: Ri ght, you always reverse the prior year's
entry, and prior year entry was 42.

CHAI RVAN KURK: So 78 m nus 42.

MR. MJURPHY: M nus any fund balance that HHS is able to
carry forward. | think that's sone of the -- maybe the 10
mllion that was tal ked about.

SEN. SANBORN: The 8.3, right? The 78, minus 42, mnus 8.3.

CHAI RVAN KURK: Wi ch is now 300, 000?

SEN. FORRESTER: Yes.

CHAI RVAN KURK: |t was 9. 3.
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MR. MJURPHY: Well, | think it was noved down to 300,000 with
the anticipation that a substantial portion of it is carried
forward so it wouldn't | apse.

SEN. SANBORN: | thought we noved from9.3 to 8.3?

CHAI RMVAN KURK: W went from 9.3, minus 1 mllion, and then
m nus another 8 mllion because of the CFl surplus on Line 44.

MR. MURPHY: Then don't listen to ne. I''m m staken then. |
wasn't here for that portion of it.

CHAI RVAN KURK: So, M ss Rockburn, how did the Departnent
carry over $31 million from'14 to '15, and why isn't that
happening from'15 to ' 16?

M5. ROCKBURN: Excuse ne. That's part of what we are
researching right now One of the things that happens with that
is during the first year of a biennium we have several accounts
in our Medicaid that are non-lapsing. So the first year of the
bi enni um t hey' re non-I| apsi ng, second year they're |lapsing. So we
are trying to | ook at by account what generated sone of that
addi ti onal bal ance forward from'14 that we're not seeing. |
know that's one of the areas that we need to look at. It's sone
of those accounts right there that traditionally at the end of a
bi enni um they m ght | apse so we're | ooking at that.

The other thing that happened which was out of the
ordinary, and | apologize, this is probably a little bit nore in
the weeds so if it is we can pass. But when we converted in our
MM S system a year and a half ago, we made contingency paynents.
And those were paynents that were upfront because we knew t hat
we had a delay in our conversion of our MMS system So we
front-1oaded paynments in '13 because of that. \Wen those
paynments, you know, we needed to recoup those paynents, the
recoupnent canme in in '14. So froma strictly cash perspective,
we had revenue that canme back to the State in '14 fromthose
recoupnents, and | think that also contributed to having excess
funds in '14, you know, to help offset the liability and things

like that that were occurring in '14. So those were two mgj or
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issues that are just unique to '14 that we are not going to see
in'15. W are not going to have recoupnents that come in. W
are not going to have funds that carry forward year to year at
the end of the biennium So those are two that make that up
W're trying to look, and that's what Gerard said, we are trying
to ook to see where are things that are simlar that we can
carry forward to help offset that and that's the process we're
still working on.

CHAl RVAN KURK: May | request, M. Mirphy, that you send a
letter to Fiscal Commttee outlining the statenent you just
made? |If we could get that, hopefully, by Mnday.

MR. MURPHY: The changes?

CHAI RVAN KURK: Expl ain the GAAP, cash from' 13 going
forward as you just did. And, Mss Rockburn, if you could say
somet hi ng about the possibilities for seeing sonme carry forward
based on what you've just discussed. If we got that on Mnday
that would be helpful, | think, to the Senate for their hearing
on Tuesday. Senator Little.

SEN. LITTLE: Thank you. M ss Rockburn, earlier on in your
comments | believe you nentioned to us that the $8 nmillion at
Li ne 44 regarding the surplus was backed out on the assunption
of language that is in House Bill 1 and House Bill 2 that were
vetoed. So |'m curious about that. How did you nmake a deci sion
to nove forward on | anguage that doesn't exist?

M5. ROCKBURN: That's sonething that we're working
with -- we'll probably also probably get Departnent of Justice,
our AGs Ofice involved with. The |l anguage in HB 1 and HB 2 the
way it existed said that the CFl providers were receivVving
900, 000 payout or 1.8 million total funds. And then the rest of
that noney would | apse and that is not, as a result of the veto,
that's not in place. So we know that we shouldn't |apse that
fundi ng, because that law is not in place. The current |aw on
t he books says that any noney needs to be carried forward for
CFl. And so what we are looking at is if the current |aw says

any bal ance nust be carried forward, we're not |ooking to sort
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of contribute that to our |apse or anything like that. So we are
actually going back to the way it sits on the books today which
says that any of the CFl or nursing hone |ines mnmust rol

forward. It doesn't allow us to | apse anything in the current
law. The veto would have required us to pay out a certain
portion and a certain portion would have | apse, in which case we
coul d have used that to hel p of fset.

SEN. LITTLE: Fol I ow up.

CHAI RVAN KURK: Fol | ow up.

SEN. LITTLE: So aren't these the same funds that
necessitated SB 8 because instead of | apsing themthey were
bei ng repur posed?

M5. ROCKBURN: There was a conbi nation of things in SB 8 and
SB 8 has al so been -- hasn't noved forward. So what we are
| ooking at is trying to say, you know, what is the right action
on those funds knowi ng that all the discussions that happened
with SB, even though that's not noving forward, and know ng that
HB 1 and 2 right nowis not noving forward, we are really trying
to do a holding pattern right now and we don't want to touch
t hose funds until we have sone nore information. | would hate to
pay out or use any of those funds and then when the conti nued
resolution finishes and we have a budget, we don't want to have
to go back and fix sonmething if we nade an error on that. So
we' ve been trying to keep that status quo for right now

CHAI RVAN KURK: Are we finished with questions?

SEN. LITTLE: | have one nore.

CHAl RVAN KURK: Senator Little.

SEN. LITTLE: | guess it's sem -related, if |I mght?

CHAI RMAN KURK: On Heal th and Human Services on this itenf

SEN. LITTLE: Yes.
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CHAI RVAN KURK: Sur e.

SEN. LITTLE: And that has to do with the question of the
shrinki ng caseloads and the CFl. This is not the first tine
we' ve asked the question why. It's not the second. And we tal ked
about it a lot in the process of Finance. And | think what you
inferred today was that the Agencies don't have the staff to put
t he noney out; and yet, when we ask the Agencies they tell us
it's entirely different than that. So |I'mcurious as to why you
still have shrinking casel oads with CFl and when we'll have the
answer, definitive answer as to why?

M5. ROCKBURN: |f you -- actually, when | was referring to
wor kl oad and resources it was just for the DD, the disability
popul ation, not the CFl. CFl is a different discussion. And on
Table Hin the Dash Board, the CFlI population hasn't shrunk. It
has been al nost the exact sane casel oad fromJuly 12'" t hrough
May 15'. July the CFlI casel oad was 2400. Today, it's 2,431
clients. So the casel oads have not changed at all in our CFI

SEN. LITTLE: Fol I ow up.

CHAI RVAN KURK: Fol | ow up.

SEN. LITTLE: Mbney is not going out.

M5. ROCKBURN: We are current on all our bills for CFI
providers. | think that the reason that there's a surplus is
there was an additional anmount of budgeted funds in those |lines
in anticipation that casel oads would increase and utilization
woul d go up, but we haven't seen that and that's what's really
creating that surplus.

SEN. LITTLE: Ckay. Thank you.

SEN. FORRESTER: | have one.

CHAI RMAN KURK: Senator Forrester.
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SEN. FORRESTER: Thank you, Sheri, for coming in. | just
want to go back to the -- the eight. So | think what | just
heard is you're not nmaking the paynents to the CFl. You're
hol di ng that noney aside until you figure out what happens with
HB 1 and 2. W did nake out an additional paynent though to the
nursing hones so they're whole; is that correct? You' re not
hol di ng anyt hi ng.

MS. ROCKBURN: That is correct.

SEN. FORRESTER: Ckay.

CHAI RMAN KURK: Further questions fromthe Conmttee? Thank
you both for your responses. W appreciate it.

REP. EATON: You're going to keep Gerard, aren't you?

CHAI RMAN KURK: Yes. Good idea. At this tine let's go back
to agenda item nunber (5), Fiscal 15-099 fromthe Departnent of
Safety, to expend $122,000 fromthe prior year carry forward
bal ance for E-911.

MR, MJRPHY: So | didn't have nmuch tine to really |look into
it. | apologize to the Commttee for that. My -- ny
adm ni strator for indirect costs now lives in Colorado and the
staff person is on maternity leave. So it was ne back there
scouring through sone indirect cost plans. | did get sone high
| evel information that showed to me that the indirect cost from
"14 to '15 did go up for energency communi cations by about
$60, 000, from about 140,000 to about 200,000. And | also did
some reading on our -- the cost plans that we submt to the
Federal Governnent and are approved by the Federal Governnent.
So there has been sone recent changes in our allocation
nmet hodol ogy for several of the cost drivers. In a couple of the
areas where | think Safety saw i ncreases we changed the -- while
the overall cost of the service didn't necessarily change, how
it was all ocated anong agencies did change. For instance, in
the real m of purchase and property, the allocation driver was
formerly a -- every single line on a PO was counted as part of

that tally. And so each area's portion -- each area's portion of
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each individual driver was what drove what they were charged.
And so | think what we are |ooking at is sonmewhat of a
rejiggering of the portions each entity is charged. And with
your permssion, I'd like to go back and do a little bit nore

i nvestigation of what exactly Safety is seeing for the increase.

CHAI RVAN KURK: What woul d t he consequence be of tabling
this then, not acting on it until next tinme in July, our next
neeting, and being approved at that tinme? |Is that a problenf

REP. EATON: Why don't we ask the Departnent.

MR. MJRPHY: It's the way that that indirect cost revenue
cones into our office is in the formof other revenue. So if
Departnent of Safety weren't able to pay its bill, then other
revenue woul d be decreased by that anmount, which in this case
think is $122, 000.

CHAI RVAN KURK: Wy is it 122 when you said their liability
only went up by 60 from 140 to 200?

MR. MJURPHY: Correct. | believe -- well, I'"'mnot certain. It
may be a portion -- that may be the bulk of their bill. [I'm
not -- you would have to ask Elizabeth that question. And when
| said other revenue, the Departnment of Adm nistrative Services
records it as other revenue. That is a -- just to point out,
that is a General Fund revenue, the category of other.

CHAI RMAN KURK: Thank you. Senator Feltes.

SEN. FELTES: Thank you, M. Chairman. | was wondering if
we could ask the Departnent the same question that the Chair
asked M. Muirphy.

M5. BIELECKI: Thank you. Again, for the record, Elizabeth
Bi el ecki, Departnment of Safety. It would be problematic for us
to close our books for Fiscal 15 without paying this bill to
Adm ni strative Services. So it would cause sone | ogistica
i ssues for us.
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As far as the question about the budget, | would have to go
back and | ook for the docunentation supporting our '14 and '15
budget as to why we had budgeted $80, 000 and now the bill is
$200, 000. That is the difference of the 122 between what was in
t he appropriations versus what the actual bill is for Fiscal 15.

CHAI RMAN KURK: Thank you. But | thought M. Mirphy said it
was a $60, 000 i ncrease?

MR. MJRPHY: That's billings. We bill 140 in Fiscal 14 and
about 200 in Fiscal 15.

CHAI RMAN KURK: | see, and they booked 80 rather than the

200.

M5. BIELECKI: And | do have to tell you that in Fiscal 14
we did cone in with a simlar itemto the Fiscal Cormttee to
al so ask for an increase to pay the '14 bill. So that would
explain why there was a $60, 000 difference 'cause we are talking
about different nunbers.

MR. MURPHY: Right.

CHAI RMAN KURK: Thank you. Further questions?

REP. OBER: M. Chair man.

CHAI RMAN KURK: Representative Qber.

REP. OBER | guess that begs the question why don't you
just budget this line itemcorrectly to avoid this?

M5. BIELECKI: W budget based on the estimates that we
receive fromthe Departnment of Administrative Services at the
budget tinme. So we woul d have budgeted based on the gui dance and
nunbers that we received back in 2013.

MR. MURPHY: And | think that goes towards the changi ng
nmet hodol ogy in the past couple years. When the budget was put

together, |'massum ng the ol d nethodol ogy was in place. And now
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that this changed nmethodology is in place, | think that's what's
| eading to this issue.

REP. OBER: So this will go away -- if I mght? This wll
away now that the new nethodology is in place?

MR. MJURPHY: That's correct.
REP. OBER: Thank you, Cerard.

CHAI RMAN KURK: Further questions? There being none, thank
you both or all three of you.

The notion before us is to approve Fiscal 15-099. Further
di scussi on or questions? There being none, you ready for the
guestion? All those in favor, please indicate by saying aye?
Opposed? The ayes have it and the itemis approved.

*** L MOTI ON ADOPTED}
CHAI RVAN KURK: | believe this conpletes our business. Is

there anything el se that --
REP. OBER: W have an audit.

CHAl RVAN KURK: Ch, the audit. Yes. Thank you.

REP. EATON: Want to take a break?

CHAI RVAN KURK:  No.

REP. EATON: Ckay.
AUDI TS:
CHAl RMAN KURK: At this time we have a Financial Audit

Report on DRED s Division of Parks and Recreation, Cannon
Mount ai n.

STEPHEN SM TH, Director, Audit Division, Ofice of

Legi sl ati ve Budget Assistant: Good norning, M. Chairmn
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Menbers of the Committee. For the record, |I'm Steven Smth, the
Director of Audits for the Ofice of Legislative Budget
Assistant. And with me this norning to present the audit from
our office is JimlLariviere who was the Manager on this job.

Al 'so joining us fromthe Departnent of Resources and
Econom ¢ Devel opnent i s Conm ssioner Rose and Chris Marino, the
Busi ness Admi ni strator.

Now I'd like to turnover to Jimto present this report.

CHAI RVAN KURK: Thank you. Good norning to all of you.

JAMES LARI VI ERE, Seni or Audit Manager, Audit D vision,
Ofice of Legislative Budget Assistant: Good norning, Chairmn,
and Menbers of the Commttee. Again, for the record, ny nane is
JimlLariviere. W are here to present our report on the
financial audit of Cannon Mountain for the Fiscal Year ended
June 30'", 2014,

As identified in the Table of Contents, this report
i ncludes 26 audit findings, none of which are consi dered
mat eri al weaknesses. The Departnent, including Cannon Munt ai n,
concurred fully with 24 of the findings and concurred, in part,
with two of the findings. Qbservations nunber 25 and 26 may
require | egislative action.

Pages 1 and 2 of the report describe the organi zati on of
Cannon Mountain and its responsibilities, and on Page 2 there is
a summary of Cannon Mountain's financial activity for the audit
peri od.

Cannon Mountain's Financial Activity is primarily accounted
for in the State's CGeneral Fund, which includes Cannon Muntain
Ski Area Account and Cannon Mountain's Capital |nprovenent Fund.
Mount Sunapee | ease revenue is deposited into the Cannon
Mountain Capital |nprovenent Fund and is used to pay the debt
service for capital inprovenents at Cannon Mbuntain
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The expenditures reported in the Capital Projects Fund
reflects the expenditures for capital inprovenent; that is, the
purchase and construction of capital assets at Cannon Mountain
during Fiscal Year 2014. The (bservations and Recomendati ons
begi n on Page 6.

In Cbservation No. 1, we recommend Cannon Mbuntain and the
Departnment establish a formal risk assessnent process --

REP. OBER: M. Chair man.

CHAl RVAN KURK: Excuse ne for a second. Representative

Ober.

REP. OBER Could | ask a question on Page 2 before we go
on?

MR. LARIVIERE: Sure. Thank you, Representative.

CHAI RVAN KURK: Wul d you prefer to take questions after you
were finished or is it okay to take them --

MR. LARIVIERE: Either way.

CHAI RMAN KURK: Fine. Representative Oober has a question.

REP. OBER: Thank you, and thank you for taking a question.
In the paragraph second one fromthe top, second line fromthe
bottom it says for the Ski Area and related State Park
Facilities at Cannon Muntain. How nuch did that cover that
related to Park Facilities; Echo Beach, the Flume? | couldn't
figure out where it stopped,

MR. LARIVIERE: Yes, it included Echo Lake Beach because
Echo Lake Beach was | ocated at Cannon Mount ai n. It did not
i ncl ude the Fl une.

REP. OBER: Thank you.
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MR. LARI VI ERE: You're wel cone. (Cbservations begin on Page
6. In Qbservation No. 1 we had recommended Cannon Mbunt ain
establish a formal risk assessnent process and the Depart nent
performa risk assessnment as outlined inits policy. And in
observation No. 2 beginning on Page 7, we recomend Cannon
Mount ai n and the Departnent establish policies and procedures to
support its enployees perform ng significant financia
accounting and reporting activities. The need for policies and
procedures is also nore specifically addressed in the comments
in the report.

oservations No. 3 through 5 beginning on Page 8, each
reconmends reconciliations be performed to i nprove controls over
certain accounts.

observation No. 3 reconmends Cannon Mountain a prepare
reconciliation of the financial information recorded inits
three primary accounting systens.

(bservation No. 4, on Page 9, recommends reconciliations be
perfornmed for the activity in Cannon Muntain's |Internet Paynent
Processi ng Account.

REP. OBER: M. Chairnman.

CHAI RMAN KURK: Representative Qber.

REP. OBER You don't have to be a really bright accountant
to see that $3,000 wasn't accounted for when you did this. You
sai d approxi mately 800, 000, 780,000 was transferred, which would
| eave 20, 000, but only 17,000 was spent on services. \Wat
happened to the other three?

MR. LARIVIERE: W actually -- I'"'msorry. W used -- we had
rounded t he nunbers just for reporting purposes. However,
3,000 -- the revenues of approxi mately 800,000, may have been a
t housand or two | ess. Wiile the 780,000 may have been a thousand
or two less as well. It's just a matter of using rounded
nunbers.
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REP. OBER: Thank you.

MR. LARI VI ERE: Thank you, Representative.

Continuing on with Cbservation No. 4. W had recommended
that they reconcile the Internet Paynent Processing Account and
t hat separate user nanmes, passwords, and access authorities be
establ i shed for the account.

And in Qoservation No. 5 on Page 10, we recomend the
Departnment reconcile its credit card clearing account, including
credit card revenues and fees. In each of these three coments,

i nproved policies and procedures would hel p ensure
reconciliations are in place for an effective control.

observation No. 6, Page 11, again, discusses the need for
policies and procedures for financial transactions intended to
correct and adjust financial accounts.

Qbservation No. 7 recommends Cannon Mountain and the
Departnment nonitor enpl oyee access to infornmation systens to
ensure they remain appropriate for the jobs defined and that al
changes are docunented, including system access and
aut hori zati on of the changes.

(oservation No. 8, Page 14, reports how ineffective
communi cati on between Cannon Mountain and the Departnent's
busi ness office contributed to a situation where approxi mately
$27,000 of credit card sal es went unprocessed. Cannon Muntain
and the Departnment should inprove controls to ensure there is a
system for, and expectation of, effective comunication of
financial informtion.

oservation No. 9 on Page 15 points out where Cannon
Mountain did not consistently take advantage of avail able
pur chase di scounts.

(bservation No. 10 on Page 16, we recommend Cannon Mount ai n
and the Departnent consider the appropriateness of the current
accounting and financial reporting, including tax reporting

procedures for external partner and sponsor marketing
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relati onships which result in certain Cannon Muntain financi al
activity being off the books.

oservations No. 11 through 13, begi nning on Page 17,
relate to payroll issues.

Observation No. 11 recommends Cannon Muntain establish
controls to mtigate risks in its payroll process, including
i mproving controls for a supervisory review of enployees' hours
wor ked, broad access provided to Cannon Mountain payroll officer
to make changes to payroll w thout any review and approval, and
providi ng payroll information reports to Cannon Mountain that
could be used to review payroll charged to its accounts.

Qoservation No. 12, we recommend Cannon Muntain and the
Departnment work with the Departnent of Adm nistrative Services
to mtigate a weakness in the State's payroll process and better
control agency payroll changes.

Qobservation No. 13, we noted certain Departnment's seasonal
enpl oyees may not have been granted benefits they were eligible
for. W recommend the Departnent work with the State's Division
of Personnel to determ ne the appropriate criteria for
i dentifying when seasonal enpl oyees becone eligible for benefits
and determ ne the appropriate process for notifying enpl oyees,
if and when they beconme eligible.

We al so recommend the Departnent establish policies and
procedures to nmanage its seasonal enployees' work hours to
| essen the risk enpl oyees becone eligible for benefits as a
result of nmanagenent oversight. And the Departnment consult with
the appropriate parties to determ ne whether any liabilities
exi st for past benefit determ nations.

oservations No. 14, 15, and 16, begi nning on Page 22,
reconmend i nproving accountability and transparency over no-cost
passes and di scounting season passes, i ncluding determ ning
whet her there are any Federal tax reporting inplications for
free and di sconti nued passes provi ded to enpl oyees, vol unteers,

and affiliates.
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oservation No. 17 on Page 25, recommends the increased use
of vouchers to support conplinmentary tickets.

observation No. 18 on Page 26, addresses inproving controls
over Cannon Mountain's retail operations. Cannon Muntain
operates three retail shops. And with -- Cannon Mountain with
t he assi stance of the Departnent should inplenent appropriate
control activities for the retail operations, including review
and approval and segregation of duty controls.

(bservation No. 19, reconmmends Cannon Mountain and the
Departnent include nonitoring of its food concession contract.
Information received fromits contractor should be reviewed for
accuracy and conpliance and i nstances of non-conpliance shoul d
be pursued and resol ved.

Observati ons nunber 20 and 21 reconmmend Cannon Mountai n and
the Departnment inprove its controls for safeguarding and
reporting State assets. It was uncl ear whether all Cannon
Mount ai n' s departnents perforned physical equipnent inventory,
and Cannon Mountain did not report its real property additions
and i nprovenents to the Departnent during Fiscal Year 2014.

oservation No. 22 on Page 31 discusses the untinely and
non-filing of statenment of financial interest. We recommend the
Departnment nmonitor the filing status of individuals associated
with the Departnent to pronote conpliance with the nmandatory
filing requirenments in statute.

On Page 32, (oservation No. 23 addresses the Cannon
Mountain Mttersill Project and recommends the establishnent of
policies and procedures for nonitoring the project.

Pursuant to a February 6'", 2013, Governor and Counci
aut hori zed agreenent, the Franconia Ski Cub will finance
t hrough a capital canpaign three and a half mllion dollars of
i nprovenents to the Mttersill area of Cannon Mountain. W
reconmend Cannon Mountain and the Departnent increase their

formal nonitoring of the project, including review ng financial
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i nformation, determ ning Cannon Mountain's appropriate
accounting and reporting of the Mttersill Project, and

mai nt ai ni ng oversight for all construction activity, including
properly accounting and reporting those inprovenents.

observation No. 24 on Page 34 discusses the exclusion of
ski school and concession operations fromthe State's budget
pr ocess.

(bservations No. 25 and 26 are conpliance comments and
speak to the Departnent of Cannon Mountain's conpliance with
statutory requirenents, including the subm ssion of quarterly
reports on season passes sold at reduced rates.

On Page 40 is the opinion of the -- on the financia
statenent, followed by the financial statenent and note
di scl osures. On the |ast few pages of the report, inmediately
behi nd the tabs we have included a sunmary of the current status
of audit observations contained in the financial audit report of
Cannon Mountain for the ten nonths' ended April 30'", 2001, and
in Appendix B contains a letter fromthe Conm ssioner to you,
t he nenbers of the Fiscal Committee.

That concludes ny presentation. | would |ike to thank the
Departnment, including Cannon Mountain, for their cooperation and
assi stance during the audit. And with your permssion, |I'd |like

to turn the presentation over to Comm ssioner Rose for his
coments.

REP. OBER: M. Chair man.

CHAI RMAN KURK:  Representative Qoer.

REP. OBER: Before that's done, | find the material in
Appendi x A to be woefully | acking because there's never a
statenent fromthe auditing group about why things weren't
started or nore than partially resolved. And while it says here,
you know, you can see 42 wasn't even started. See current
Qobservation 14. Current (Qbservation 14 does not address why an

audit from 2001 wasn't started. And | think Audit should have
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that statenent. It's nice that you give us this, but | could

| ook that up -- sone of this up nyself and conpare. | would I|ike
to know a little nore. | nean, there had to have been
conversation. | hope in future audits we woul d see that kind of

report. It doesn't have to be lengthy, but a page or two on just
the ones that are partial or not started would be very hel pful.

MR. SMTH: Representative, | wll certainly discuss that
and take that under consideration.

REP. OBER Thank you,
MR SM TH: Yes.

CHAI RMAN KURK: Comm ssi oner.

MR. ROSE: Thank you, M. Chairman. For the record, Jeff
Rose, Conmmi ssioner of the Departnent of Resources and Economic
Devel opment. And |I'mjoined by Chris Mari no who's our Business
Adm ni strator for the agency. And 1'd just like to start out and
really thank the LBA for their work on this audit, Steve, Jim
and Bill. W really appreciate it and it's been obvious to ne
and our teamthat they have been working to help us inprove in
how we provi de our services to the people of New Hanpshire and
our patrons.

|'ve been focused on this right fromthe very begi nning
about results and getting results and inplenmenting the
reconmendati ons of this audit. And one of the things that I
real |y appreci ate about the approach that the LBA took with us
we were able to have a dial ogue while they were conducting this.
And while this was for 2014, we were able to get -- consult with
themin order so we could nake sone of the inprovenents and
changes necessary for our operations in 2015. And |I'm pleased to
say that we've been able to get a good start on hel pi ng address
a lot of these Cbservations that have been identified in this
audi t.

You know, | know we've made strides, but we have a | ot nore

wor k ahead of us. And | want the Commttee to know how seri ous
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| take this and | ook forward to being able to provide updates on
the status of our conpliance with this audit report. You know, |
do believe strongly in trying to have a culture of continuous

i nprovenent, not just at Cannon but throughout the entire
agency.

I"'mreally proud of the acconplishnments that we have made
at Cannon Mountain in recent years. W've really focused on
custoner service and inproving the conditions at the ski area.
As a result of these efforts, we've made significant strides in
our financial nunbers. W' ve produced net operating revenue in
seven of the | ast eight years. W have increased our revenues by
33% over the last six years and provided direct contributions of
$1.77 million in net operating revenues from Cannon Mountain to
our Parks System-- to our Parks Fund and fully elim nated our
operational deficit. And, noreover, we have been honored to be
able to operate one of the prem er ski areas, not just in New
Hanpshire, but in the Northeast and have been recogni zed by
several outfits for the quality of the operations and the
sati sfaction of our patrons by MJR Viewer Choice Award and by
Ski er Magazi ne readers.

Wil e we achi eved our goal of inproving our financial
position at Cannon, we -- and the experience that we offer our
visitors, we need to do the sane now i n inproving our business
and our financial operations and reducing the risks to our
busi ness.

The i nprovenents at Cannon operations and marketi ng,

capi tal equi pnment, and now these financial practices, |I'm
confident that we'll further position Cannon as New Hanpshire's
prem er ski nountain. And, again, | really do appreciate the

work of the LBA teamand really | ook forward to inplenmenting
t hese changes with ny team at Cannon Mbunt ai n.

CHAI RMAN KURK: Thank you, Conm ssioner. So would you m nd
giving us a report and update by Friday, September 18'", as to
the status of each one of the itens in Appendix A and with
respect to each one of the itens in this audit?
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MR. ROSE: | would be happy to.

CHAl RVAN KURK: And that will be included in our packet as
an information item

MR. ROSE: And just -- Septenber 18'!"?

CHAI RMAN KURK: Isn't that a Friday?

MR. ROSE: | don't have a calendar. | just referenced -- |
t hought | wote down 25'"

CHAI RVAN KURK: The 25'" is the date of the neeting but we'd
like the informati on a week before.

MR. ROSE: CGot it.

CHAI RMAN KURK: So we can have it in tinme to digest for the
neet i ng.

MR. ROSE: Under st ood.

CHAl RVAN KURK: | have a couple of very basic questions.
It's nice that Cannon Mountain is contributing $1.7 mllion to
the Park Fund. The question is, is that the right amount? So
does Cannon Mountain either have a statutory or manageri al
obj ective to maxim ze profits?

MR. ROSE: W do have in statute that we are supposed to be
charging industry rates for our services that we provide. W do
go before the Fiscal Committee each year with our fee package.
We don't necessarily -- we strive to run a very efficient and
ef fective operation in managi ng our revenues and our outl ays
accordi ngly, and we have been able to make sone significant
adj ustnents and i nprovenents in the operational fund at Cannon,
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as well as in the Parks, but it's not a statutory requirenent to

maxi m ze profit.

CHAI RVAN KURK: Second question. Wen you provi de us

i nformation, can you give us sone sort of a conparison between
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your profitability and the profitability of the ski areas with
whi ch you conpete so that we have a sense of whether that 1.7 is
a really nice nunber or needs inprovenent?

REP. OBER: | gather they get that at the ski areas.

REP. WEYLER: Ski areas nmay not want to share that.

CHAI RMAN KURK: | thought there was statistical averages,
not by ski area, that were avail able so you conpare yourself to
what the industry is doing? If you can't do it, | understand. I|f
you can do it, it would be nice to see that to give us a sense
of how wel |l you're doing.

REP. OBER Neal, ski areas typically because, you know, |
ski, average nunber of skiers a day whether they went up or
down, average nunber of snowfall, awards that they get for
groomng in the mddle of the night and the other things that we
have got in Cannon. But nost of themare privately held. You
can't get much data fromthemfinancially.

CHAI RMAN KURK: | appreciate what you're saying. |'ll
provide you with sonme data that you m ght be able to use.

Second question. Do you maintain the sane bal ance of
full-tinme versus part-tinme enployees that other ski areas do or
you nore heavily using part-time or full-tinme?

MR. ROSE: W rely heavily on part-time enpl oyees. | believe
in the audit is listed as 29 full-tine.

CHAI RMAN KURK: That's not the question.

MR. ROSE: |'m sorry.

CHAI RMAN KURK: The question is conpared to other areas or
don't you know?

MR. ROSE: | would have to look. If you don't m nd, naybe

I"I'l ask John DeVivo who's our General Manager at Cannon who has
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experience at other nountains as well if he m ght have a thought
or coment to that particular question, M. Chair.

CHAI RVAN KURK: Sur e.

JOHN DEVI VO, General Manager, Cannon Mountain Aeri al
Trammay and Ski Area and Franconia Notch State Park, Departnent
of Resources and Economi c Devel opnent: Thank you, M. Chair, and
Comm ttee Menbers. For the record, nmy nane is John DeVivo. |'m
t he General Manager at Cannon Muntain Aerial Trammay and Ski
Area and Franconia Notch State Park. If | understand the
guestion correctly, you're asking about essentially the ratio of
part-timers to full- timers.

CHAI RVAN KURK: And conpared to conpetitors.

MR. DEVIVO As conpared to other ski areas and ski
resorts. During the wintertime we utilize roughly 375 paid team
menbers of which 29 are full-time year-round, Class 10 or d ass
59. My guess would be that that ratio would essentially run with
the industry average. Certainly check through Ski New Hanpshire,
get that answer for you.

CHAI RVAN KURK: Sur e.

MR. DEVIVO W average about 525 overall team nenbers when
you take into account affiliated partners and vol unteers as
wel | .

CHAI RVAN KURK: And can you produce sonethi ng about
profitability, conparability?

MR. DEVIVO | can check through NSA, National Ski Area
Associ ation what they will give but Representative Cber is not
far off the mark. There's not a |ot of sharing when it conmes to
shared profitability.

CHAI RMAN KURK: Even through a trade associ ation?

JOINT FISCAL COMMITTEE

June 26, 2015



70

MR. DEVIVO | will check through NSA and see what they
will cough up

CHAI RVAN KURK:  Thank you.

REP. OBER: M. Chairman, can | ask a question on that?

CHAI RVAN KURK: Sur e.

REP. OBER: John, nost of the ski areas in New Hanpshire use
one or two or three part-tine paid ski patrollers and then
certified volunteer ski patrollers for the rest of the force. Is
that the sanme you do at Cannon?

MR. DEVIVO Well, | think you see nore than one or two or
three paid. It depends on which tinme of the week per se. Cannon
runs with ten full-time 40-hour patrollers. And then we wl|
typically operate with 30 to 40 volunteer patrollers on weekends
and hol i days.

REP. OBER: Thank you.
MR. DEVIVQO Thanks.

CHAI RVAN KURK: Just one general comment from ny personal
point of view | was very concerned about the fact that you
didn't present nunbers as discounted, free ski passes. This is a
very sensitive issue for a State Agency and | hope that those
nunbers can be forthcom ng and sonebody | ooks in to see who's
getting it so that there is no question that this is not |eading
to nepotismor any other kind of untoward deci si on- maeki ng.
Because there were three or four issues or itens, Qbservations
that dealt with those. It's not the kind of thing that I want to
see on the front page of the |ocal newspaper.

MR. ROSE: Under st ood.

CHAI RMAN KURK: Thank you. Further questions?
Representative Weyler is recogni zed for a notion.
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** REP. WEYLER Thank you, M. Chairman. | nove we accept the
report, place it on file, and release in the usual nanner.

REP. OBER: Second.

CHAI RVAN KURK: Moved by Representative Wyl er, seconded by
Representative Ober that the item be approved and rel eased as
stated. Discussion? Questions? There being none, you ready for
the question? Al those in favor please indicate by saying aye?
Opposed? The ayes have it and the itemis approved. Thank you
all for your work and your information.

**x I MOTI ON ADOPTED}
REP. OBER: M. Chair man.

CHAI RMAN KURK: Representative Qber.

REP. OBER: Thank you, M. Chairnman. | do have a question

for the LBA about an e-mail that you and | received. May | ask
it?

CHAI RMAN KURK: Pl ease. M. Pattison, question from
Represent ati ve Qoer.

REP. OBER The e-nmil says after each neeting Joe Kenney
sends out what the Council approved at their neeting. | find it
interesting that they have approved brand new contracts, as well
as contracts that extend past 31 Decenber, which is all the
noney that has been allocated. Not sure what may need to be done
or maybe nothing, but | think we cannot obligate the State when
funding is not available. So you can be sure that this came out
al nrost as soon as the Governor vetoed the budget to us.

What's the status of that or shoul d sonmebody be di scussing
that with then? W have funded through Decenber 31%'. And | know
my Councilor does the sane thing and | haven't read that yet. So
one of ny constituents and from-- well, constituent from
anot her area, read that and zi pped out an e-nail inmediately.
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MR. PATTI SON: Joe is still with us right now | know the
Departnent --

REP. OBER: Joe wi shes he went hone.

MR. PATTI SON: Admi nistrative Services is working with the

State Agencies and will be providing guidance to the Agencies
early next week. | think at this point I'll just let Joe conment
on that.

REP. OBER: Sorry you didn't |eave wth the Conm ssi oner,
Joe?

MR. BOUCHARD: |'m never sorry. For the record, Joe
Bouchard from Adm ni strative Services. To your question,
Representative Gober, ny group is a group that puts together the
agenda for the Council and approves all the contracts perforned
subsequent to be presented for Council agenda through the

Secretary of State. Each Council itemthat relates to obligation
to State funds has a clarifying statenent in it that says
funding -- funds are available in such and such an account to

support this contract based on the availability of as presented
in the future operating budget. So there's a disclainmer for al
contractors and for the public to see. The anobunt of nonies
that we hope to obligate against the contract is stil

predi cated on the final approval of the 16-17 budget.

Also, in every State boiler plate contract, the P 37 which
all State Agencies sign and vendors sign and the Attorney
General sign, in the boiler plate there is a specific section
that relates to Section 106 where an accounting unit is inserted
to show where a contract is to be obligated. And in the boiler
plate it basically says if funds are not available in this
accounting unit to support this contract, the State is not
obligated to continue with the contract and/or the anpunt that
is not obligated to find it from another source. So there's two
safeguards, if you will, one of which is public, the other is
nore contractual, that saves us in regard to a situation where
we would go into and deal with mllions of dollars of contracts

that are going to be obligated next nonth.
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Now what we will be doing with Agencies is put together
gui dance for themas far as managi ng a | esser budget than they
had expected. And to give them gui dance basically on how to
obligate portions of the contracts so that they can start the
contracts up with available funding, but we're not obligated
past 6/12'"S of the Fiscal Year or the scope of work that's
envi sioned in any contract.

REP. OBER: Thank you. | wll get back to the person that
wote to both of us in witing. M. Chairnman.

CHAI RVAN KURK:  Yes.

REP. OBER: Would it be appropriate when those docunents are
ready for those to be included as informational itens in one of
our next Fiscal neetings, the guidance that is being given to
Agenci es on contracts and budgets?

MR. BOUCHARD: We certainly can do that. If we'll -- we are
putting together information, a letter, from Departnent of
Adm ni strative Services providi ng gui dance on contracting, not
only through Governor and Council contracts, but also through
our purchase and property nanagenent contract, which deals with
contract unit which deals with all the nmajor conmmodities on
appropriate way to hel p Agencies see their way through the next
six nmonths. So we'll be happy to provide that to Fiscal.

CHAI RVAN KURK: Thank you.

MR. BOUCHARD: | can provide it to Jeff.

REP. OBER: That will be good.

MR. BOUCHARD: Certainly.

CHAIRVAN KURK: 1'd |ike to rem nd fol ks once again that our
next nmeeting will be on July 29'" followed by August 26'", and
Sept enber 25'". Anything el se to cone before us?
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REP. OBER: No, sir.

CHAl RVAN KURK: |f not we, stand adj ourned.

(Adj ourned at 12:15 p.m)
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