JO NT FI SCAL COW TTEE

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

Monday, Novenber 10, 2014

VEMVBERS PRESENT:

Rep. Mary Jane Wall ner, Chair
Rep. Ken Wyl er

Rep. Peter Lei shman

Rep. Bernard Benn

Rep. Dan Eat on

Sen. Jeanie Forrester

Sen. David Boutin

Sen. Sylvia Larsen

Sen. Jim Rausch (At.)

Sen. Jeb Bradley (Alt.)

(Convened at 10:17 a.m)

(1) Acceptance of Mnutes of the Septenber 26, 2014
meeting.

CHAI RWOVAN VWALLNER: Wel cone to the Novenber Fisca
Commttee -- Decenber -- |I'msorry, Novenber Fiscal
Comm ttee neeting. Today, you are the recipients of our new
m crophone system So, supposedly, in the back we now have
a mcrophone that you will be able to hear. Is it better?
kay. Great. So this is our first -- yeah, we have a new
speaker way up there in the --

REP. EATON. Actually, that's a canera.

CHAl RWOVAN WVALLNER: |I'm sorry, that's a canera. You're
al so on canera. Okay. Ckay. So let's call the neeting to
order, and our first order of business is the acceptance of
the minutes of the Septenber 26'" neeting.

*x REP. EATON: Move approval



CHAI RAMOVAN WALLNER: Representati ve Eaton noves
appr oval

SEN. FORRESTER:  Second.

SEN. LARSEN: Second.

CHAl RWOVAN WALLNER: Senator Forrester seconds. Al
those in favor? Any opposed? None opposed.

*** [ MOTI ON ADOPTED}

(2) 4 d Business:

CHAIl RAMOVAN WALLNER:  Now we nove into the A d
Busi ness. W have a nunber of itens on the table. W have
one, two, three itens on the table. Anyone desire to nove
any of those off the table? Seeing no notion to have
anything off the table, we'll |eave those first three itens
on the table.

Now we are noving into Item 14-151 and the Depart nent
of Corrections has asked to have that itemw thdrawn. So
that -- and now let's nove into 14-153, which is the
Departnent of Education. It is a Special Order. | have
asked the Conmm ssioner, Comm ssioner Barry, to conme up and
speak to us about that item Thank you, Conmm ssioner Barry.
Ni ce to have you here.

VI RG NI A BARRY, Commi ssi oner, Departnent of Educati on:
Thank you, Madam Chair. | appreciate the opportunity to
just give sone brief comments about this position. This
position, as you all know, is very critical to the
Departnment. Having a Busi ness Manager, the nmanager oversees
t he Adequacy Formul a, the apportionnent, and works very
close with DRA. W& have not had a person in this position
for two years, and several other positions have been cut
fromthe Business Departnment. Additionally, we are not
asking for funds that are not in the budget. W are
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requesting a reclassification. The funds are avail abl e and
the reclassification anbunts to $12,000. And | ask very,
very seriously that you understand how critical this
position is to the Departnment at this time. Wth our
declining enrollnents, and many, many School Districts

| ooki ng for assistance relative to funding, we certainly
coul d use that Business Manager. Thank you.

CHAl RWOVAN WALLNER: Thank you, Comm ssioner. Do we
have questions? Any questions of the Conm ssioner?

*x REP EATON. Mbve approval.

CHAI RWOVAN WALLNER: Representative Eaton noves
approval .

REP. WEYLER: Do you have to vote to renove it fromthe
t abl e?

CHAl RWOVAN WALLNER: It's not on the table. It's a
Special Order. So Representative Eaton noves, and Senat or
Forrester seconds the approval of this item Al in favor?
Any opposed?

CHAI RVAN VEYLER Opposed.

CHAl RWOVAN WALLNER: | will record one opposed.

REP. WEYLER: | can't even find it here.

**% {MOT| ON ADOPTED}

CHAl RWOVAN WALLNER: Ckay. Thank you very nuch.

M5. BARRY: Thank you so mnuch.

CHAI RWOVAN WALLNER: It's approved.

M5. BARRY: Thank you so nmuch all of you.
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REP. WEYLER: Eaton and who?

CHAI RWOVAN WALLNER: Eat on and Forrester. Senator
Forrester.

REP. WEYLER Al right.

CHAl RMOVAN WALLNER: Al |l set?

REP. VEYLER Yes.

(3) RSA 9:16-c,Il, Transfer of Federal G ant Funds:

CHAl RWOVAN WALLNER: Let's nove on to Tab 3, which is a
consent item Departnent of Safety, is to transfer $7,333.

** REP. EATON: Move approval .

CHAl RWOVAN WALLNER: Representative Eaton noves
approval .

SEN. FORRESTER: Second.

CHAl RWOVAN WALLNER: Senator Forrester seconds. Any
di scussion? All in favor? Any opposed? Mbdtion passes.

*** {MOTI ON ADOPTED}

(4) RSA 9:16-c, |, Transfer of Federal G ant Funds and RSA
14:30-a, VI Fiscal Commttee Approval Required for
Accept ance and Expenditure of Funds Over $100, 000 from
Any Non-State Source:

CHAl RWOVAN WALLNER: Moving on to Tab 4. This is an
itemfromthe Departnent of Safety. It's also on Consent.
It's the only itemon that Consent Cal endar.

*x REP. EATON. Move approval .
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CHAI RAMOVAN WALLNER: Representati ve Eaton noves
approval .

SEN. LARSEN: Second.

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

***x  {MOTI ON ADOPTED}

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

CHAl RWOVAN WALLNER: Now we have Tab 5 which is severa
consent itenms. Are there any of those that you would |ike
to renove from Consent Cal endar? Seeing none.

** REP. EATON: Mve approval of Consent Cal endar

CHAI RWOVAN WALLNER: Representative Eaton noves
approval of the Consent Cal endar.

SEN. LARSEN: Second.

CHAl RWOVAN WALLNER: And Senator Larsen seconds. All in
favor? Any opposed? Consent Cal endar passes.

*** {MOTI ON ADOPTED}

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

CHAl RAMOVAN WALLNER: Tab 6 is further consent. W have
two itens on. Discussion of either of those two? Seeing
none.
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** REP. EATON: Mbve approval.

CHAl RWOVAN WALLNER: Representative Eaton noves
approval of that Consent Cal endar and --

SEN. LARSEN: 1'll second.

CHAl RWOVAN WALLNER: -- Senator Larsen seconds. Al in
favor? Any opposed?

*** {MOTI ON ADOPTED}

(7) RSA 228:12, Transfers from H ghway Surplus Account:

CHAl RWOVAN WALLNER: Qur next itemis Item7 and this
is transfer fromthe H ghway Surplus Account.

*x SEN. FORRESTER: Madam Chai r.

CHAl RWOVAN WALLNER:  Yes.

SEN. FORRESTER: 1'd like to table this item please.

SEN. BOUTI N: Second.

CHAl RWOVAN WALLNER: Senator Forrester noves to
table --

SEN. BQUTIN: Second that.

CHAl RMOVAN WALLNER: -- the item and Senator Boutin
seconds. All in favor of tabling? OQpposed? | think let's
call the roll on that, okay.

REP. EATON: It's a table notion, no debate.

CHAl RWOVAN WALLNER: No debate on a tabling notion as
| | earned.
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SEN. FORRESTER: Ckay.

cHAl RWOVAN WALLNER: You want to call the roll?

REP.

VEYLER:

Want to be first on the list?

Represent ati ve Eaton

REP. EATON: No.

REP. WEYLER: Representative Lei shman.

REP. LEI SHVAN: No.

REP. WEYLER Representative Wyl er votes yes.

Representati ve Benn

REP. BENN: No.

REP.

VEYLER:

SEN.

Senat or Forrester.

FORRESTER:  Yes.

REP.

VEYLER:

SEN.

RAUSCH:

REP.

VEEYLER:

SEN.

BOUTI N:

REP.

VEEYLER:

SEN.

LARSEN:

REP.

VEYLER:

Senat or Rausch.
Yes.

Senat or Bouti n.
Yes.

Senat or Larsen.
No.

Let's see. Representative Wallner.

CHAIl RWOVAN VWALLNER: No.
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REP. EATON: Five to four.

REP. WEYLER: Five to four

*x*  {MOTI ON FAI LS}

CHAl RWOVAN WALLNER: The vote is five no, four yes. So
the notion does not pass.

REP. WEYLER: | guess it be four to five.

*x REP. EATON: Move approval

CHAl RWOVAN WALLNER: Four to five. Representative
Eat on noves approval of the item

REP. BENN: | have a question --

CHAl RWOVAN WALLNER: Yes.

REP. BENN: -- of the Departnent.

CHAl RVAN WALLNER: Coul d we have a second on approva
and then we'll have discussion?

SEN. LARSEN: Second.

CHAIl RAMOVAN WALLNER: And Senat or Larsen seconds. And
could the Departnent conme up and talk to us, answer sone
guestions? Good norni ng.

PATRI CK MCKENNA, Deputy Conmmi ssi oner, Departnent of
Transportati on: Good norning.

CHAl RWOVAN WALLNER: Good norning. Thank you

MR. MCKENNA: Good norning. Patrick MKenna, Deputy
Conmmi ssioner with DOI, and with ne is Maureen Miul | en, our
D rector of Finance.
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REP. EATON:. Patrick, as good as the m crophones are
now, can you pull it inalittle tighter

MR. MCKENNA:  Yes.

REP. EATON: Thank you.

CHAl R\OVAN WALLNER: Ckay. Geat. Do we have
guestions of the Departnment?

REP. BENN: Yes.

CHAl RWOVAN WALLNER: Yes, Representative Benn.

REP. BENN:. Thank you. My understanding is that you're
| ooking for this because of we need nore trucks and tinme to
deal with the expanded highway. | guess the question is if
we -- you're not asking for any new positions. So does this
mean that you're going to rely on nore overtine?

MR. MCKENNA: Thank you for the question. | guess we
are on there. Thank you for the question. Essentially, what
we do in winter maintenance throughout the Departnent is we
have a conbi nati on of our own forces, as well as we
suppl ement that with rented equi prent and drivers that
operate that. And we can, on a statew de basis, actually
have in the nei ghborhood of, in sonme storns, can be 60% of
our workforce out there plow ng snow m ght be private
contractors. So the equipnent itself that we are tal king
about specific to the 1-93 wi dening, and we are actually
even a little bit ahead of schedul e opening quite a bit of
that project up for the travelling public this nonth. W
have al ready started shifting the barrels around so that
nort hbound and sout hbound from Exit 3, South will be
avail able at three lanes for the travelling public. And
what we do have with the 1-93 Project specifically is we
have heavy degree of permtting in ternms of the anount of
chlorides that we can place down. So we need -- we need

speci al i zed equi prrent. W need it to be the newer equi pnent
JOINT FISCAL COMMITTEE

November 10, 2014



10

with calibrations of the -- of sophisticated spreader
technol ogy. And we typically rely on our own forces to do
that. So we'll be shifting sone of our own forces around
fromother areas, and we'll probably suppl enent those other

areas wWith private contractors.
REP. BENN: Thank you.

CHAl RWOVAN VWALLNER: Any ot her questions?

REP. EATON: Senat or Boutin.

CHAl RWOVAN WALLNER: Oh, Senator Bouti n.

SEN. BOUTIN. Thank you, Madam Chair. Thank you for
your testinony today. My question | have for you is how
much of this $1.231 mllion is com ng out of gas revenues,
the Road Tol |l Tax?

MR. MCKENNA: In terns of the -- are you asking
whet her it conmes out of the SB 367, the additional taxes
or --

SEN. BOUTIN: No. |'m asking out of --

MR. MCKENNA: I n general ?

SEN. BOUTIN: You can't take it out of the new 4. 2.
How nuch are you taking out of the current road toll?

MR. MCKENNA:  Thank you for the question, Senator. The
way the H ghway Fund works is the unrestricted revenue that
goes into the H ghway Fund is conprised primarily of three
t hi ngs. Nunber one is the Road Toll; nunber two is
regi stration fees; and nunber three is court funds go into
there. So those are the three primary sources of funds that
are the revenue for that for the H ghway Fund.
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The Legi sl ature appropriates funds out of that for use
of the Departnment of Transportation, as well as other
agenci es, Departnent of Safety. And so designating a single
pi ece of this spending, we could say that all of this is
road toll or we could say none of it is road toll because
all three of those sources of revenue are what nake up the
unrestricted revenue in the H ghway Fund. So the answer |
know is not quite clear, but that's the way the H ghway
Fund is made up. So | would say that it is likely that a
conmponent of this is from Road Tol |

SEN. BOUTIN. The majority of it is.

MR. MCKENNA:  Well, the Road Toll makes up nost of the
revenue in the H ghway Fund, so yes.

SEN. BOUTIN: Madam Chair, follow up question.

CHAl RWOVAN WALLNER: Yes.

SEN. BOUTIN: As you know, that is a major issue for a
| ot of folks. Qur constituents back hone are tired of
seeing you take the gas toll noney and using it for doing
things |like this. They don't mnd paying the extra 4-cents,
but they don't -- they want it to go to the roads and
bri dges. And we have a process, a funding process in place
every two years to purchase to do these kind of things. So
| object to the fact that you continue to, despite the
rat her vigorous debate we had over the last year on this
whol e i ssue, |'mdisturbed that you want to take Road Tol
noney, which can only be used for roads and bridges and use
it to buy equipnment. W have a process for buying
equi prent and there's fundi ng nechanismfor it and
shoul dn't be taken out of the Road Tolls. Thank you, Madam
Chair.

CHAl RWOVAN WALLNER: Thank you. Representative Eaton.

REP. EATON: Patrick, do we risk being subject to fines

for not having the proper distribution rates on the
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chloride on 1-93 if you don't get the additional funds to
get the proper equipnent to do gaugi ng and spreadi ng?

MR. MCKENNA:  Well, we -- we have to conply with the
environnental permts. And the water quality standards
along that corridor, particularly in that southern tier
right around Exit 3, are particularly sensitive. There are
several areas that are very narrow. And what -- what we
found is that much of the activity there is based on I-93
in that narrow segnent. So it's quite inportant
that -- that we do have the right equipnent in place.

CHAl RWOVAN WALLNER: Yes, Senator Forrester.

SEN. FORRESTER Go ahead.

CHAI RWOVAN WALLNER: Senat or Rausch.

SEN. RAUSCH  Thank you, Madam Chair. Well, as you

know, | support 1-93, but in the request I -- you did
not -- at least | didn't see it, but what is the surplus
ri ght now?

MR. MCKENNA:  Well, we do have a projection of the
surpl us through Septenber 30'". That is through Fiscal Year
15. The projection right nowis just over $16 mllion. At
year end we're in unaudited figures here as the State
audits aren't conplete yet. At year end Fiscal Year 14,
approxi mately $33.2 nmillion.

REP. LEI SHVAN. | have a question

CHAl RWOVAN VWALLNER: You have a questi on.

REP. LEI SHVAN. Madam Chair, a question of Senator
Forrester.

SEN. FORRESTER: Yes.

CHAl RWOVAN WALLNER: Yes.
JOINT FISCAL COMMITTEE
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REP. LEI SHVAN: | was just curious, your reason for
tabling the request?

SEN. FORRESTER: Thank you. Well, | -- as you all know,
Senator Morse has a great interest in the Departnent of
Transportation i ssues. And out of courtesy for him | spoke
to himthis norning about it, and he hadn't seen this and
really wanted to be able to look at it and maybe ask sone
guestions and that was the reason for the tabling notion
out of courtesy to him

CHAl RWOVAN WALLNER: Furt her comrent? Questions?

REP. EATON. Patrick, if this gets delayed a nonth,
with the storns, what effect is that going to have on being
able to acconplish the task in time for the winter and neet
the requirenents you have to neet for DES standards?

MR. MCKENNA: Wl |, thank you for the question. The
lead tinme on this type of purchase for us is approximtely
a year. So we're tal king about planning for Fiscal 15.
Since the -- since the -- the increase in the Road Toll
that was passed by SB 367, there are a significant anount
of land mles that are going to be opening up on 1-93 as we
conpl ete construction projects so we're trying to plan in
advance. It takes a significant anount of time. W are
trying to take advantage of pricing at this point and to go
out through the RFP process takes a considerabl e amount of
time. We go through the State process to do that and,
really, this is -- this is about our ability to plow snow
primrily.

CHAl RMOVAN WALLNER: Yes, Senator Larsen.

SEN. LARSEN. We have a Constitutional requirenent to
use Hi ghway Fund noni es for the highways, but hasn't
equi prent purchase and the need for road mai nt enance
t hrough equi pnent has al ways been an acceptable within
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Constitutional paraneters of the H ghway Fund to use for
hi ghway purposes. | know sonme of the objections have been
when it gets farther afield, but this seens, to ne, to be
directly within Constitutional paranmeters; and, second,
that it is for the purpose for which highway funds were
al l ocated. Woul d you agree with that?

MR. MCKENNA: Conpletely. Thank you.

CHAI RWOVAN WALLNER: Representative Benn and then
Senat or Rausch

REP. BENN: Patrick, doesn't nmake sense to nme. If you
said that it takes a year for the RFP to get all this
equi pnrent and so we're a year ahead anyway, what are you
going to do for -- you also said that the highway is
opening up this fall. Wat are you going to do for this
year ?

MR. MCKENNA: We are scranbling to be able to
accommodate this year. W -- one of the things, and we
actually nmay be a subject to conversation later in the
neeting, we just went through a performance review of the
equi prent activity at the Departnent of Transportation from
the Legi sl ative Budget Assistant, and | think what you'l
see fromthat is a confirmation of concerns that the
Departnent has expressed for a nunber of years that we've
not secured through the budget process significant enough
resources to maintain the heavy equi pnent fleet at a
wor kabl e Ievel. And so we are -- we are trying to in the
areas like this, trying to get ahead of that to sone
degree. W certainly have sone budget requests comni ng

forward in our current budget that we'll be debating for
the 2016 and '17, but we do have to plan for these things
sonetime in advance. And it's not just -- | don't want to

gi ve you the inpression that the procurenent itself takes a
full year. That's part of the process.
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One of the things we do with our Mechani cal Services
and what we found is very effective is we buy the chassis
and the mgj or conponents, the engi nes and the major
conponents of the trucks and we actually, as you can see
fromthis request, we are actually requesting sone parts
nmoney as well. A lot of the hydraulic activity and the
el ectrical and others are actually assenbl ed by our
mechani cs at our Mechani cal Services Bureau which gives us
very, very well-functioning for our needs trucks and t hat
t akes about four nonths of the process as well, that
bui | dup, the trucks thensel ves.

REP. BENN: Just one foll ow up.

CHAl RWOVAN WALLNER: Yes.

REP. BENN: Do you antici pate any EPA violations due to
the fact that you won't have these calibrated spreadi ng
machi nes?

MR. MCKENNA: Wl |, again, what we're going to have to

do is we'll need to nove pieces of equi pnent that were
desi gnated for other areas and try to bring that down to
this -- to these locations in the southern tier of 1-93

which will put us in a position to really reshuffle severa
of our sheds around for their maintenance responsibilities
inthe wintertinme. We'll nost |ikely have to augnment with
private contractors in other areas.

CHAl RWOVAN WALLNER: Senat or Rausch.

SEN. RAUSCH. Thank you, Madam Chair. M/ objection was
t he bal ance sheet you gave us from March and when you
request a surplus -- | guess transfer, | felt |
needed -- plus the punch holes went right through the
nunbers. Unless | was going to hand cal cul ate everything, |
can't see what the nunbers were because they were punched
out. But now your answer gave ne anot her question because
just when | got here they gave ne the Septenber report, and

this is kind of a bundle for ne because |I've worked with
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the Departnment to support it. You gave an answer of a
surplus of a total of operating and capital. The 16 mllion
is operating and capital. You're taking out of a surplus,
but why did you use the total as opposed to the surplus in
t he operating?

MR. MCKENA: Unh -- this is virtually entirely

the -- what you see here is the undesignated surplus. The
only conponent of capital that's in this undesignated
surplus is bond proceeds that -- for GARVEE bonds that have

been aut hori zed and not issued and for the State Aid Bridge
and H ghway whi ch cones through the operating budget

itself. Once you net out in GAAP adjustnents the bond
proceed piece, you are virtually left with total
appropriations in the H ghway Fund, State A d Hi ghway and
Bri dge, although they're capital activities, are
appropriated on an annual basis by the Legislature. So they
are not the restricted activities that you see com ng

t hrough for, say, Federal funds, Betternent funds, or

ot herwi se. What you are seeing is -- is the operating
conmponent and that's the piece.

If I mght address the timng of the reporting. These
are done on a quarterly basis, and | certainly understand
the Senator's concern with the March reporting. Wen we
prepared this request, it was prior to -- prior to well
over a nonth ago, prior to when we had the figures on an
unaudi t ed basis, and we apol ogize that you didn't have
that. Again, we have updated that for June on an unaudited
basis and al so updated the Fiscal Year 15 through Septenber
whi ch includes warrants in there as well.

SEN. RAUSCH. Fol | ow up.

CHAl RWOVAN WALLNER: Yes.

SEN. RAUSCH |I'mstill back to I always get concerned
when on sone reports we tal k about operating and capital.
Wiy -- not that it's -- to ne it's mybe semantics, but not
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totally -- why didn't you report the total as fourteen
mllion ninety-five as opposed to sixteen nineteen? Wy
are you putting the capital into the operating for the
surpl us?

MR. MCKENNA: [It's the format of the reporting that we
do. This is -- this is the undesignated surplus. So the
undesi gnated surplus includes two mnor capital itens and
those mnor itens are State Aid Bridge and Hi ghway. Those
are both appropriated on an annual basis and that's why
that's reported as such. Certainly, prior to the transfer
to cover any -- any under/over activity in those two
accounts, you have approximately $1.9 million difference
fromoperating. We have it split out this way in detail.
think it creates an appropriate |evel. They are both on
there. But if you're under the inpression that -- that
capital expenditures are part of this statenent, that's not
the case. It's just those two accounts, as well as the bond
proceeds that have not -- that have been authorized but
uni ssued.

SEN. RAUSCH Ckay. But it does |ead to other concerns
when you report because | thought we were trying to go down
the road where we clearly delineated operating and capital
as separate -- totally separate entities within your
Depart nent .

MR. MCKENNA: Thank you

CHAl RWOVAN WALLNER: Senat or Bouti n.

SEN. BOUTIN. Thank you, Madam Chair. | would just like
to followup in your response to Senator Larsen and ask you
this question. What funds do you use -- what are the source
of those funds to purchase dunp trucks, plows, pickup
trucks, other things along that |ine which are, by the way,
are used on a daily basis for work on our roads and
bridges? Wat funds do you use to fund those itens?
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MR. MCKENNA: We use Highway funds and we use Turnpi ke
funds dependi ng on the -- depending on the activity itself.
So for roadways that are H ghway mai ntai ned, we use Hi ghway
funds. For Turnpi ke System activity, we use Turnpi ke funds.
We do have conponents of the Turnpi ke Systemthat are
mai nt ai ned by our Hi ghway Mi ntenance Bureau, and then the
Tur npi ke System pays for that activity. So there are sone
H ghway funded equi pnent activities that perform services
on the Turnpi ke Fund, but the Turnpi ke Fund rei nburses the
H ghway System for that.

SEN. BOUTIN. Ckay. Thank you, Madam Chair.

CHAI RWOVAN WALLNER: Further questions? Yes.

SEN. FORRESTER: Thank you, Madam Chair. Thank you for
your testinmony. In the docunent you say you're purchasing
ni ne new trucks and seven material spreaders. That's for
Novenber 2015, the winter of 2015. And so for this year
you're all set with your equipnment?

MR. MCKENNA: Uh -- no, we're scranbling. W're
shuffling things around. | think what you'll find is much
of our -- nuch of our equi pnent we have approxinmately a
third of our heavy equipnent fleet and half of our other
equi prent is beyond its serviceable life so we spent a | ot
of time maintaining that and it's out of service
frequently. So we are -- we are, as an organi zation, we are
fairly well-stressed for getting the right equipnent in the
right place at the right tinme.

CHAl RWOVAN WALLNER: Yes.

SEN. FORRESTER: And for this request on the equi pnent
you don't feel you can wait another nonth?

MR. MCKENNA: We certainly, to the extent that the
Legi sl ature has questions, we're happy to answer any
further questions. W bring -- we bring these types of
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requests forward when we feel we need to. If it's not the
desire of the Legislature to deal with this today, then
we'll -- we'll certainly provide nore information and deal
with it again later.

REP. LEI SHVAN: Madam Chai r.

CHAl RWOVAN WALLNER: Representative Lei shman.

REP. LEI SHVAN: Thank you, Madam Chair. Just based on
the testinony |'ve heard and as a courtesy to Senator
Morse, | would support a tabling notion.

REP. EATON: Special order notion.

REP. LEI SHVAN: Speci al order.

CHAl RWOVAN WALLNER: Wl |1, | want to check with M.
Patti son about tabling at this point. Everything that's on
the table on Decenber 3% will die. So a tabling notion at
this point nmeans that the itemwll die on Decenber 3'¢ And
| assunme it would just -- they would have to resubmt it
for further -- further Fiscal neetings in Decenber.

MR. PATTI SON: That is correct.

CHAl RWOVAN WALLNER: So a tabling notion neans that the
itemw Il die at the end of this nonth.

REP. BENN:. Special Order, too?

CHAI RWOVAN WALLNER: Special Order. Somethi ng new.
Speci al orders, do those carryover into the next? Sorry to
put you on the spot.

JEFFRY PATTI SON, Legi sl ative Budget Assistant, Ofice
of Legislative Budget Assistant: This is the first tine the
Fiscal Commttee has ever used the expression Special
Order. It appeared to us that the reason for that was that
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it did not require a nmotion to take the itemfromthe
table. The itemwould automatically cone up at the next
neeting. Having said that, usually the Special O der notion
includes a Special Oder to a certain date, which this
Commi ttee has not done with the actions that they have
taken as well. | would treat Special Oders the sane way |
woul d treat tabled itens. At the conclusion of the session
and on Decenber 3'% those items will no |onger appear on

t he agenda.

CHAl RWOVAN WALLNER: Thank you. | do have a notion on
the table and notion is to pass the item Representative
Eat on noved and Senator Larsen seconded. Any further
di scussion about this iten? |1'mgoing to ask the clerk to
call the roll

SEN. LARSEN: And further clarification. Parlianentary
inquiry. Ayes vote is to approve the transfer?

REP. WEYLER: Correct.

CHAIl RWOVAN WALLNER: Yes. The yes vote is to approve
the transfer.

REP. WEYLER Representative Eaton.

REP. EATON: Yes.

REP. WEYLER: Representative Lei shman.

REP. LEI SHVAN: No.

REP. WEYLER: Representative Wyl er votes no.
Representati ve Benn

REP. BENN: Yes.

REP. WEYLER: Senator Forrester.
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SEN. FORRESTER: No.

REP. WEYLER: Senator Rausch.

SEN. RAUSCH: Yes.

REP. WEYLER: Senator Boutin.

SEN. BOUTI N:  No.

REP. WEYLER: Senator Larsen.

SEN. LARSEN: Yes.

REP. WEYLER: Representative Wll ner.

CHAl RWOVAN WALLNER: Yes. The notion passes. Five yes
and four no.

***  {MOTI ON ADOPTED}

(8) Chapter 3:7, Il, Laws of 2014, Departnent of Health
And Human Servi ces; Contracting; Transfer Anbng
Account s:

CHAl RWOVAN VWALLNER: Next itemis Tab 8. Thank you.
Thank you very nuch. Tab 8, and the first itemthat we deal
with is 14-188, and this is fromHealth and Human Servi ces,
Di vi si on of Comrunity-Based Services. Do | see a notion?
Repr esent ati ve Eaton noves.

SEN. LARSEN: Second.

CHAl RWOVAN WALLNER: Senat or Larsen seconds. Any
guestions on this iten? Seeing none. Al in favor? Any
opposed? |tem passes.

***  {MOTI ON ADOPTED}
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CHAl RMOVAN WALLNER: Moving now into |tem 14-189.

*x REP. EATON: Move it.

CHAI RMOVAN WALLNER: Representative Eaton noves. And
Senator Larsen --

SEN. LARSEN: Second.

CHAl RWOVAN WALLNER: -- seconds. Discussion of this
iten? Seeing none. All in favor? Any opposed? Item
passes.

***x  {MOTI ON ADOPTED}

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

CHAI RWOVAN VWALLNER: Now noving into Tab 9.

*x REP. EATON: Mve approval

CHAl RWOVAN WALLNER: Representative Eaton noves
approval of Item 14-168, Departnment of Transportation, and
Senat or Forrester seconds. Yes, Representative Eaton.

REP. EATON: There's got to be a way that sonething for
a thousand dollars doesn't have to cone before us.

SEN. FORRESTER: Right.

REP. EATON: And | hope we can figure out a way to
address that. | thought we had a way to address that. |
t hought anyt hi ng under 25 we bypassed it.

CHAl RWOVAN WALLNER: | think it's sonething that people
wi |l probably have to take a | ook at and maybe suggest sone
legislation for it in the upcom ng session. Any discussion
on the iten? Seeing none. Al in favor? Any opposed?
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***x  {MOTI ON ADOPTED}

CHAl RWOVAN WALLNER: Moving on to Item 14-179. This is
al so Departnent of Transportation.

*x REP. EATON: Mbve approval .

CHAl RWOVAN WALLNER: Representative Eaton noves.

SEN. LARSEN: Second.

CHAI RWOVAN WALLNER: Senat or Larsen seconds. Any
di scussion? Al in favor? Any opposed? Item passes.

***  {MOTI ON ADOPTED}

CHAl RWOVAN WVALLNER: One nore from Departnent of
Transportation, and this is Item 14-180.

*x REP. EATON: Move approval .

CHAl RWOVAN WALLNER: Representative Eaton noves
and Senat or Larsen seconds. Any discussion? Al in favor?
Any opposed? Mbtion passes.

*** I MOTI ON ADOPTED}
Late |Itens:
FI'S 14-195

CHAl RWOVAN WALLNER: That is the end of our regular
calendar, and let's nove into -- where did Jeff go? Let's
nmove into Late Itens. And for Late Itens let's take up
first our Medicaid Waiver. Ckay. And I'Il ask Jeff Meyers
to cone up and join us, and the Conm ssioner, Comm ssioner
Tounpas, if you would. Geat. | think over the weekend
everyone received the Waiver in final form And I will send
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it over to you to talk to us about the Waiver and tell us
what we have before us.

JEFF MEYERS, Assistant Conmi ssioner and Director of
I ntergovernnental Affairs, Departnent of Health and Human
Services: Thank you, Chairman Wl |l ner, Menbers of the
Comm ttee. Good norning. | just wanted to acknow edge
before | begin, obviously, acconpanied this norning by
Comm ssi oner Tounpas fromthe Departnent of Health and
Human Services. Al so present is Comm ssioner Sevigny from
t he Departnment of Insurance and his staff, and the two
departments wor ked very col |l aboratively together in order
to devel op this Wi ver

As you can see fromthe cover page of itself, it's
submtted to the Commttee pursuant to Senate Bill 413 on
behal f of both departments because both departnents have to
work together to inplenment this program

VWhat we are presenting to you this norning is the
proposed final application for a Section 1115 Medicaid
Wai ver to inplenent the Prem um Assi stance Program under
t he New Hanpshire Health Protection Act. The purpose of
this Prem um Assi stance Program as established in the
authorizing legislation, is to transition the new adult
group to the Federal Exchange for coverage in private
Qualified Health Plans beginning in 2016 that is paid for
with 100% of Federal funding for benefits. That is exactly
what this Waiver will do. The application requests CV5 to
approve the Waiver for a single cal endar year, the cal endar
year 2016, in accordance with Senate Bill 413. Qur two
departnments, Health and Human Services and | nsurance,
believe that in all respects this Waiver application
reflects the requirenments and the intent of Senate Bil
413.

I'"d also like to, before sunmarizing very briefly the
maj or features of the Waiver, in addition to recogni zi ng
obvi ously both departnents, I'd also like to publicly
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acknow edge the role of our consultants, our respective
consultants in developing this Waiver. W worked with them
inthat law firmand with the public consultant group. Both
of those firms played very key roles in obtaining CVS
approval for the Prem um Assi stance Waiver in the State of
Arkansas | ast year, and they contributed i mensely to our
work here on this Waiver. The package that is in front of
you contains several docunents and | just very briefly want
to identify themas we go through this.

First, obviously, in addition to the cover page, is a
two and a half page summary of the major features of the
Wai ver and |'mgoing to be going through that. In addition,
there's the application itself, a copy of the public notice
that was issued by Departnent of Health and Human Services
for the Waiver, as required by Federal regul ation, the
proposed standard co-paynent plan, that is the proposal for
co- paynents by enrollees of this program copies of all the
witten public comments that were received by the
Departnment as part of the federally required notice and
comment period, and lastly, at the very end, the
Departnent's responses to all the coments that were
received as we are required to do under Federal regulations
to prepare responses to the conmments. So that's all part of
t he package. So what | plan to do is just turning to the
second page of your packet, which is entitled description
of New Hanpshire's Medicaid QHB Prem um Assi st ance Wi ver,
| ambriefly going to go through the nmajor features of the
Wai ver just to highlight certain aspects of it. And at the
end of that 1'Il stop and then, obviously, we'll -- both
our departnents can respond to any questions you nmay have
about the Waiver.

At the top of the page, you'll see the tineline of
some of the key Waiver activities. Just to point out for
the public record, we were required to undertake a 30-day
public notice. We did that beginning Qctober 15, We
conducted a review of the Waiver proposal with certain
menbers of |egislative | eadership on October 30th. The end
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of the public coment period was midnight of Qctober 31°,
We collected all of the witten materials that were
submtted to the Departnent, reviewed theminternally,
shared themw th our consultants as well, and that review
resulted in the responses that have been nade part of this
Wai ver submi ssion to the Fiscal Commttee. W are,

obvi ously, neeting with you today.

As you know, Senate Bill 413 requires that we submt
the Waiver to CVM5 no | ater than Decenber 1st of 2014. So
we' re hopeful after hearing us today and responding to your
guestions that you will take action on the \Wiver. Again,
under the bill if -- as long as CVS approves this Prem um
Assi stance Wai ver by March 31°%' of 2015, then the Bridge
Program under whi ch New Hanpshire Health Protection
enrol l ees are receiving benefits through Managed Care
Organi zations now wi |l continue through Decenber 31°' of
2016. If this Waiver is approved both by this Commttee and
by CM5, then the Bridge participants, with a couple of
m nor exceptions which I'Il highlight in a nonent, wll
transition starting at the open enrollnent period in
Cct ober of 2015. They will pick a plan and they wl|
transition to private Qualified Health Plans on the
Exchange for coverage beginning 1/1/16. As you know, the
Federal Governnent will pay 100% of all the costs of those
benefits through Cal endar Year 16. So that's the high
[ evel tineline.

I'"ve already tal ked about the Waiver duration. W are
only submtting a denonstration for one year. Should the
next Legislature decide to extend the program we authorize
the program for an additional amount of tinme, then
dependi ng upon the terns of that reauthorization, the
Departnments woul d, obvi ously, consider going back to CM5 to
extend the denonstration period in accordance with the
aut hori zed -- re-authorizing |egislation.

The popul ation that we will transition to the Exchange
popul ation into which these folks will go into are the

so-call ed new adults, parents with inconmes between 47% and
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133% of the Federal poverty level and childless adults with
incones up to 133% of the Federal poverty |evel.

The two popul ations that will not enroll in the
Prem um Assi stance Programw || be those who are receiving
coverage through their enpl oyer-sponsored insurance, the
so-cal l ed heal th insurance prem um program popul ati on. That
programis up and running now, and there are individuals
every nonth that are being qualified, determ ned
cost-effective for participation in that programwhich is
coverage through their existing enployers through existing
enpl oyer - sponsored insurance. So those folks will stay with
exi sting enpl oyer-sponsored i nsurance.

In addition, the other group that will not go into the
Prem um Assi stance Program are those that are identified as
medically frail. Medical frailty is a termof art. It's

defined under Federal law. It essentially describes those
i ndividuals with very conpl ex nedical conditions, wth

serious nmental illness, with serious disabilities. It
i npacts their ability to performdaily tasks of living, and
they will be excluded from our denobnstration.

The benefits that will be received by this popul ation
are the -- essentially the ten essential health benefits as
approved under our alternative benefit plan, the SPA that
was brought to the Fiscal Committee back a nunber of nonths
ago and whi ch was approved by CM5. So they will receive al
of the essential health benefits, including certain
addi tional benefits that are required for individuals that
are open to -- that are eligible -- excuse ne -- for
Medi cai d. Those additional benefits are the vision, which
are basically glasses and |imted dental benefits that were
i ncluded as part of our ABP. The limted dental benefits
are energency services. And as | said, the vision benefit
that we are providing to the current popul ation, and
including the current Bridge popul ation are eyegl asses, in
addition to eye exans, and so those benefits will be nade
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avai l able to the new adults under the Prem um Assi st ance
Pr ogr am

Al so, Medicaid Federal |aw requires that we provide
so-call ed early periodic screening diagnosis and treatnent
services for 19 and 20-year ol ds and non-energency nedi cal
transportation. Those benefits are being provided to the
popul ati on now served by the Bridge Program and we w ||
carry that over into the Prem um Assi stance Program as

required by Federal law. They'll be on a fee-for-service
basis. These additional benefits are not part of the QHBs
on the Exchange so they will be provided as a

wr apped -- so-called wapped benefit by the Departnent; but
again, paid for in 2016 with 100% of Federal funds.

Beneficiaries will not be required to pay prem uns or
deducti bl es. Federal funds will cover the prem uns and
deductibles and will be paid directly to the carriers. That
is in accordance with Federal |aw. W have though, in
keeping with the personal responsibility requirenents of
Senate Bill 413, we have established a plan for co-paynents
that will be submtted to CM5 and that has been attached to
this Waiver application. It's a single sheet that appears
after the actual Waiver application, and I'll tell you what
page it's on.

REP. VEYLER Thirty-eight.

MR. MEYERS: Thirty-eight. Thank you, sir.
REP. BENN: Took us awhil e.

MR. MEYERS: Under the Bridge Programcurrently in
effect, there is a limted co-paynent that is asked of the
Bridge recipients, and that is -- it's in the form of
phar maceuti cal co-pays. The Bridge recipients pay $2 for
generic drugs and $4 for brand name prescription drugs.
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You will see on Page 38 that we are proposing a nore
significant co-pay programthat is consistent with that in
effect in commercial coverage and that will be part of the
plans that wll be offered to any marketpl ace parti ci pant
with an inconme of 150% of the Federal Poverty Level and
bel ow that. So you will see we are establishing co-pays for
speci al ty physicians, other nedical professionals |ike
physi cal therapists. The generic drug prescription wll
stay at two. The preferred and non-preferred brand
prescription will be at six, and specialty drugs will be at
six. W have established co-pays for inpatient adm ssions,
both for regular inpatient adm ssion to a hospital and al so
for behavioral health inpatient adm ssion. That is $50.

There are co-pays for imaging, kind of the specialty
i magi ng services, such as MRIs or CT scans will be at $50.
There will be no co-pay though for a standard x-ray which
is included in |lab and radiology further down on the |ist.
So, as | said, this schedule of co-paynents was devel oped
wor king with our consultants, working with our actuary, so
that we woul d design a plan that we would feel would ensure
that those subject to the co-pays and those that will be
subject to the co-pays would be those individuals in the
Prem um Assi stance Programthat are at 100% or greater of
the Federal Poverty Level. There will be no co-paynents for
t hose under 100% of the Federal Poverty Level as proposed
in this application. And this was designed in a way so that
those that are 100% and over who access services woul d not
reach the five -- would not exceed the 5% of househol d
annual inconme that will be tracked on a quarterly basis as
part of the program

Federal |aw requires that no co-paynents and no ot her
contributions by a Medicaid enroll ee exceed the 5% of
annual incone threshold. CM5 has never waived that to ny
know edge certainly. So that's how this was devel oped.

In terms of the choice of Qualified Health Plans, as |
said, those new adults with i ncones under 100% of the

JOINT FISCAL COMMITTEE

November 10, 2014



30

Federal Poverty Level will enroll in plans that will -- are
call ed 100% actuari al value, AV Silver Level Pl ans.

They' || have no deductible, no premium no co-paynent.
Those that are above -- that are at or above 100% of the
Federal Poverty Level will be enrolled in 94% Silver Pl ans,
and they will be subject to the co-paynent schedule that I

just described, assuming that it is approved by CM5.

Those new adults that offer to it that are now
enrolled in Medicaid Managed plans in the Bridge Program
to the extent that their MCO has a Qualified Health plan
that is available on the Exchange and that is
cost-effective in 2016, those individuals will be
automatically enrolled in that MCOs Qualified Health Pl an
with an opportunity to switch within a certain anount of
time after enrollnent. There is a freedom of choice
requi rement which we, obviously, will honor and nust honor
under Federal |law and that is howwe will honor it. They
will be automatically enrolled in the MCO plan but given a
choice to enroll in a different plan that they are eligible
for.

If they -- if the Bridge Program MCO does not offer a
Qualified Health Plan in their geographic region, the
enrollee will be required to select and enroll in a QHB
offered to themin the marketpl ace, obviously, for that
geographic region and we'll auto assign any individual who
does not select a plan offered in their geographic region.

Carriers will be required through certification
criteria to accept Medicaid beneficiaries as enrollees.
This is -- Medicaid eligibility as you may know is a
so-cal l ed qualifying event under Federal |aw so that once a
person is determned eligible no matter what tine of year
it is, evenif it's outside the Federal enrollnent period
for the Exchange, can sign up and can be enrolled and wl|l
have time to select their Qualified Health Pl an
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We are proposing in this Wiiver to cover soneone's
health care once they are determned eligible fromthe date
of the initial application. Under current |aw and under our
current Medicaid program once a person is determ ned
eligible, their coverage extends back 90 days
retro- actively. W are not -- we are proposing to waive
that 90-day requirenent in this application. W are
proposing to do so largely for the reason that a nmgjority
of individuals who will transition fromthe Bridge Program
to the Qualified Health Plans on the Exchange woul d have
been covered for at |east 90 days under the Bridge Program

As of -- today's Monday -- as of Friday there were
approxi mately 23,000 individuals that were -- who enrolled
in the program W are adding to the programat a rate of
somewhere between 100 and 200 persons a day. It varies week
to week. But I think if the take-up rate, if that take-up
rate continues at the sane rate, | think by the end of
Cal endar Year 2014 we will have about 30,000 people in the
program And then given the effort the Federal Governnent
and others will be rolling out soon in respect to the open

enrol | nent period whi ch begins on Novenber 15'" -- excuse
me -- we believe nore and nore people who are eligible for
this programw |l sign up for the program So we believe a
majority of people will have health coverage going into the

Prem um Assi st ance Program

And al so noted on the bottom of Page 2, under the
enrol | ment process, we are going to |l everage our current IT
platfornms in our systens to provide the enrollnent and
shopping function that is required of us. The Federal -- we
have a Federal Exchange in New Hanpshire. As you know,

t hat Federal Exchange does not support shoppi ng and
enrollment for the Qualified Health Plans for this

popul ation. And so we will be using our State portal, the
NH EASY portal, as the foundation. W are working now both
internally and with our consultants to identify exactly
what changes that we will need to inplenent in order to
support that function. But an individual will be able to
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| og onto NH EASY and shop for and enroll in plans and
that's what our plan is.

Lastly, on Page 3, | just want to go through these
qui ckly. These identify all of the individual requests for
wai vers that we are seeking from CM5. And sone of themare
very self-explanatory. For exanple, we are seeking -- we
have to submt a Waiver because we are proposing to provide
benefits to Medicaid eligible individuals in a different
way for this particular population than we are for the rest
of the Medicaid population. So, for exanple, we are seeking
a Waiver of 1902(a)(17) because we are providing a
different delivery system They won't be in Managed Care.
They won't be in standard Medicaid. They'll be in Qualified
Heal th Pl ans on the Exchange receiving coverage from
commercial carriers with certain wapped benefits from
Medicaid to the extent that those wapped benefits apply.

We are seeking a Waiver 1902(a)(17) so that we can
vary cost-sharing requirenents. W'll be establishing
cost-sharing for those individuals that are at 100% of FPL
or above, but we will be exenpting individuals below 100%
of the Federal Poverty Level.

We are seeking a Waiver to nake this program
mandatory. So if -- so unless you are eligible for the
Heal th I nsurance Prem um Program for enpl oyer-sponsored
i nsurance or unless you are nedically frail, if you want to
seek coverage then you have to enroll -- and you're part of
this new adult group, then you have to enroll in the
Qualified Health Plans on the Exchange. You don't have
anot her option for being covered.

We are providing, as | said, 1902(a)(34) coverage
begi nning on the application date. That effectively waives
t he 90-day prior coverage period, if that is -- if that is
approved by CVB.
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Lastly, and | want to talk about this for just a
nonent because | actually, | think, contributed to sone
confusi on about this last Friday when | nmet with sone House
Fi scal nmenbers and | want to clarify and make sure that
ever ybody understands what we're doing with respect to
prior authorization for pharmaceuticals. The Federal |aw
requirement is a 24-hour period for prior authorizations
for pharmaceuticals for Medicaid eligible individuals. W
are proposing that that be extended to 72 hours rather than
24 hours consistent with what exists on the Exchange today.
W will provide a 72-hour supply of drugs in the case of an
energency, so that any individual -- so that al
individuals will receive the nedications that they need if,
in fact, they need nedications for that 72-hour period.

There is an insurance statute which I reference here
which is RSA 420-J:7-b, Il. | brought a copy of it as well.
| can give that to M. Pattison. That provides for a
48- hour prior authorization period, but that is only with
respect to drugs that are not part of the fornmulary for the
program So off fornmulary drugs. So we nust conply with
that State law. So if sonebody requests a drug that is off

fornmulary that will be a 48-hour authorization period
consistent with RSA 420-J:7. |If they are requesting a drug
under a formulary -- on fornmulary that is in place for the

program then it wll be 72 hours, and we feel that we have
designed this in a way to neet people's needs.

That is the information that | wish to present, at
least initially, and 1'Il stop now. And we are happy to
answer your questions.

CHAl RWOVAN WVALLNER:  Thank you, M. Meyers. |'m going
to take a break right now, just a short one. And so
everyone hold onto those questions, wite them down, and
when we conme back we'll ask some questions and go into a
vote. Ckay. So we'll take a short break.

MR. MEYERS: Thank you very nuch.
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(A break was taken at 11:14 a.m)
(Reconvened at 11:30 a.m)

CHAl RWOVAN WALLNER: Ckay. So call us back to order.
And | hope everybody kept all their burning questions while
we took our short break. And if M. Meyers and Comm ssioner
are up to taking sone questions.

MR. MEYERS: Yep, absolutely. W are prepared to.

CHAl RWOVAN WALLNER: |I'm sure we'll have sone for you.
kay. And Representative Lei shman has a question

REP. LEI SHVAN: | guess | have two, Jeff. First of all,
I wonder when you sl eep, because there's just so nuch
material here. It seens hard to believe that it was so
wel | put together in just a short period of tine. So thank
you.

My question is if we don't approve this Wiver, there
will be absolutely no cost-sharing; is that correct? On
Page 38 you've got the cost-sharing fornula, but will that
not happen if we don't approve the Waiver? How does that
wor k.

MR. MEYERS: Well, if the Conmittee were not to approve
t he Wai ver, then there would be no Prem um Assi st ance
Program unless a different Waiver was brought forward and
approved by the Conmttee and submtted to CVM5. W
can't -- we would not be permitted to inplenent the Prem um
Assi stance Program under the New Hanpshire Health
Protection Act without a Waiver from CMS for the reasons
that | outlined at the end. W are proposing to treat a
segnent of the population differently, making it mandatory
and so forth. So the first consequence is if the Conmittee
didn't approve a Waiver, we could not go forward with any
i npl ement ati on of the Prem um Assi st ance.
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The Bridge Programis only authorized through, at the
|atest -- at the latest through the end of '15. So it would
effectively Iimt the State's provision of health coverage
for this population. W can't submt this Waiver to CVS
wi thout this Conmittee's approval and that's very clear in
Senate Bill 413. Al waivers for prograns under that
aut hori zing statute have to be approved in advance by the
Fi scal Commi tt ee.

REP. LEI SHVAN:. | guess just a follow up then

CHAl RWOVAN WALLNER: Yes.

REP. LEI SHVAN. M specific question, you had outlined
a nunber of different things within the Waiver which I
t hought went through and | just, again, was curious the
co-pay provision is just one part of the Wi ver.

MR. MEYERS: Correct. It is only one part of it.
Exactly. There are other parts as well.

REP. LEISHVAN: All right. Thank you

CHAI RWOVAN WALLNER: Representative Wyl er.

REP. WEYLER: Thank you, Madam Chair. Jeff, on

this -- this is very conplicated and it was a lot to read.
But one of the things | noted is anybody can desi gnate
thenself as nedically frail. And it wasn't clear if they do

so what programthey do go into. Qbviously, not in the
Prem um Assi stance. So what are they saving thenself if
sonebody says, oh, you're going to have a $50 co-pay for
this. Wll, I"'mnedically frail. Do they get thensel ves out
of anyt hi ng?

MR. MEYERS: Soneone self-identifies as nedically frai
woul d be done in order that they could access additional
services, including | ong-term services and supports through
our current Medicaid programthrough Managed Care coverage
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in the current Medicaid program So wouldn't be the Bridge
Program but it would be -- they would be -- they would
continue to access Medicaid services through Managed Care
under our current program And that would enable themto
access certain services that are not going to be part of

t he Prem um Assi stance Program

REP. WEYLER: So to follow up. Are they saving
t hensel ves co- pay?

MR. MEYERS: No, no. That's a very good question. CM
has been very clear with the State of New Hanpshire that
once the co-pay is established for this program that is,
those 100 and above will be subject to the co-pay. Those
under 100 aren't. That those co-pays apply to everyone who
is deened eligible as part of this eligibility group, as
part of the new adult group. So even a person who's
nmedically frail, they would be still be subject to the
co-pays if their income were 100% or greater of the Federa
Poverty Level .

REP. WEYLER. Even on t he MCO?

MR. MEYERS: Correct.

REP. WEYLER: Thank you

CHAl RWMOVAN WALLNER: Representative Boutin.

SEN. BOUTIN: |'ll defer to Senator Forrester.

SEN. FORRESTER: Just followup to the Representative's
guestions. What is the vetting process for sonebody who, as
| understand it self-identifies nmedically frail, what is
the vetting process?

MR. MEYERS: Thank you, Senator Forrester, for the
guestion. There's a question on the application that we are
using today with Bridge Program participants and will be
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used with the Prem um Assi stance applicants as well that
attenpts to elicit information about their nmedica
condition so that they can understand the difference
between going into the QHP and what their condition is that
may -- may |label themas nedically frail. So it is
basically the Departnent is asking thema question through
the application process that attenpts to get themto think
about what services they are, in fact, going to need. But
we don't -- but the process that's proposed for
identification of nedical frailty under this programis the
sane that it is today.

I want to point out that we haven't attenpted to
change it because nunber one, a very, very small percentage
of people that are coming into the programtoday on the
Bridge Programare self-identifying as nedically frail

Secondly, inportantly, we are only proposing a one
year denonstration here. And so we'd |ike to see how t hat
is going to continue to work for this year of this
denmonstration. Cobviously, if the programwere to be
continued, then we woul d see what the take-up rate for
medical frailty was and then we could, if it was going to
be extended beyond the year, then we could take anot her
| ook at that at that tinme.

CHAI RWOVAN WALLNER: Senat or Bouti n.

SEN. BOUTI N Thank you, Madam Chair. Thank you, Jeff,
for your testinony.

MR. MEYERS: Sure, sure.

SEN. BOUTIN: The question |I have, this goes to the
heart of it, the central issue of the debate on Senate Bill
413 we' ve already passed and the concern that many of us
had was how do we defl ect the individuals who go to the
ener gency room where the care that they receive is nuch
nore costly than if they went to either a clinic or a
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primary care physician? So on your proposed chart of fees
you have two categories. You have hospital outpatient
visit. So I'mnot sure exactly what that nmeans. Then you
have -- and they're both zero co-pay -- energency room
visit.

MR MEYERS: HmMm hum

SEN. BOUTIN |If a person walks in and it's deened
they' re having an issue with high blood pressure or
di abetes or something along that line, is that an energency
roomvisit or is that sonething that they should be going
to aclinic or primary care physician for?

MR. MEYERS: Right.

SEN. BOUTIN That's ny only concern with this chart.

MR. MEYERS: Yes.

SEN. BOUTIN. How are we defining enmergency room
visit?

MR. MEYERS: Thank you very nmuch for the question. [|'m
happy to address it. First of all, an outpatient visit is
not intended to include energency room access at all.
Qutpatient visit is | need to go have a procedure
at -- because it's done in a hospital setting. So | show
up. | go to the hospital as an outpatient type procedure.

SEN. BOUTIN: Like a col onoscopy, sonething Iike that.

MR. MEYERS: Yes, sonething |ike that. Those aren't
al ways done in the hospital but anything -- that is not
meant to include energency room service at all

There are two types of services that can be perforned
in an emergency room There are truly those energency
servi ces when soneone has a condition that requires be
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addressed in an energency roomsetting and for those
legitimate, you know, emergency room services, under

Medi caid a co-pay cannot be charged to a Medicaid enrollee,
Medi cai d beneficiary for |legitimte energency room service.
I think the question you' re getting at though is what
happens when sonmeone shows up in an energency roomwth a
conpl aint, after assessnment which is a screening which is
required to be done under Federal |aw, the energency room
staff determnes that it's not an energency at all, but the
person still wants to be treated for whatever the issue is
in the energency roomsetting. So there's a couple things
that can be said there.

First of all, non-enmergency room services perfornmed in
an enmergency roomis not a covered benefit under the
Essential Health Benefits. And so when this popul ation
transitions to the Federal Exchange, the Qualified Health
Pl ans on the Exchange for coverage beginning 1/1/16, there
is no coverage for that non-energency service perfornmed in
the ER If a hospital -- so hospital, you know, | show up
at the Concord Energency Room | get screened. |I'mtold,
you know, you have got this or that, but it's not an
energency and you don't have to be treated here, and | say,
but | want to be treated here, and | really expect to be

treated here, and so forth and so on. |If they decide, if
the hospital decides at that point to treat that person for
t he non-energency condition, then the hospital can bill for

that. If the hospital doesn't get paid, then the hospital
wi |l make a decision whether that's charity care or not
charity care. But we are not on the hook for paynment of

t hose services under this program

The other thing that | would point out to the
Comm ttee, and the Conm ssioner can address this as well,
is the Conm ssioner, in particular, has been | eading an
effort, a discussion with the Hospital Association, with
certain hospitals, we have got additional neetings that we
are going to be pulling together very shortly with all, |1
think, 26 hospitals, to tal k about how the Depart nment
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t hrough the Medicaid Programcan work with all hospitals to
share information and identify ways to reduce the incidents
of people showing up in enmergency roons for care that's not
appropriate for the enmergency room if you will. And we are
engaged now in a very constructive dialogue with the
hospital s and the Managed Care Organi zations as well,
absolutely, to work with the MCGs, work with the hospitals,
to identify ways that data can be shared so that we can
identify the people we need to focus on. You know, right
now we're -- we don't have encounter data for our Managed
Care Program We will, | think, soon and once we have that
data, | think we'll have a better ability to work on
strategi es for decreasing the use of energency roons for
non- ener gency pur poses.

CHAl RWOVAN WALLNER: Further questions. Representative
Benn.

REP. BENN: Thank you, Madam Chair. Coul d you di scuss
or, you know, let us know about the timng of this \Wiver?
Are there any consequences to the State if this were
del ayed? Are there any deadlines and, you know, do you
perceive --

MR. MEYERS: There are two deadlines in the statute in
Senate Bill 413. There's the deadline of Decenber 1°' which
is the requirenents to submt the Waiver to CV5 no | ater
t han December 1%'. There is no specific consequence
identified in the statute; but, clearly, there's a
statutory mandate for the Departnent to bring the Waiver
forward and the Department to submt the Wiiver by
Decenber 1%,

Secondly, if the Waiver -- and the reason that that
was created is because the statute's very clear that if the
Waiver is not granted by March 31%' of 2015, then the Bridge
Program woul d end 90 days after that date, the end of June
of 2015. And so -- and that, therefore, coverage would end
for what is now, you know, 23,000 or so fol ks. And that
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nunber, as | said, is growing every day. So in order for

t he Departnents, both Insurance and HHS, to have the tine
that we feel we need with CM5 in order to gain approval of
this Waiver, we need to get it in before that deadline so
that CM5 will have the tinme and can issue an approval
before March 31°t.

REP. BENN: Thank you.
MR. MEYERS: Thank you

SEN. FORRESTER: Further questions? All right.

SEN. FORRESTER: Can we recess for a mnute? 1'Il go
find the Chair.

MR. MEYERS: Sure.

(Recess at 11:44 a.m)

(Reconvened at 11:44 a.m)

CHAl RWOVAN WVALLNER: |I'm sorry, | had to | eave the

room And | was told that there are no nore questions. Is
that --

REP. EATON: Ri ght.

CHAl RAMOVAN WALLNER: -- right? Okay. So I'mgoing to
ask Representative Lei shman, he has a small Anendnent.

** REP. LEI SHVAN: Thank you, Madam Chair. | would nove
the Committee anend and approve Item 14-195 by changi ng the
statutory reference on the cover page from RSA 126-A: 5,
Roman nuneral XXII through XXVI to RSA 125-A:5, Roman
nunmeral XXI'I1 through XXVI on Page 2 of the description. It
refers to the list of services and associ ated co-pays, also
on Page 4. This should read Page 38.

CHAl RMOVAN WALLNER:  Thank you. Any --
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REP. EATON: Second.

CHAl RWOVAN WALLNER: Representative Eaton seconds the
notion. Any discussion of this slight Arendnent just so
that it's -- the docunent is correct. Al in favor? Any
opposed? Just that slight little —

MR. MEYERS: Not a problem

CHAl RWOVAN WALLNER: Just a few little tinkers.

*** L MOTI ON ADCPTED}
MR. MEYERS: Yeah.

CHAl RWOVAN WALLNER: And now do | have a notion on the
itenf

** REP. EATON: Move approval

CHAl RWOVAN WALLNER: Representative Eaton noves that
we pass this item

SEN. LARSEN: Second.

REP. BENN: Second.

CHAl RWOVAN WALLNER:  And Senat or Larsen seconds.
Di scussi on? Yes, Senator Forrester.

SEN. FORRESTER: 1'd |i ke to nake a comment.
Commi ssioner, and Jeff, thank you so nuch. | know you' ve
done a lot of work on this and | appreciate it, all the
work that's gone into it. There's a little bit of a
m scomuni cation, | guess, on our part. And | have gone
t hrough the docunent and |'ve got sonme questions and sone
concerns that we weren't able to get through this weekend.
So I"'mnot going to support this, but I'm hoping that you
and I can sit down --
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MR. MEYERS: Yes.

SEN. FORRESTER: -- and go through this so that | can
be confortable with this.

MR. MEYERS: |'m happy to do that and | apol ogi ze for
t he m sconmuni cati on

CHAl RWOVAN WALLNER: Furt her comrents? Questions?
kay. | will -- 1"mgoing to ask the clerk to call the
roll.

REP. WEYLER: Motion to approve. Representative Eaton

REP. EATON: Yes.

REP. WEYLER: Representative Lei shman.

REP. LEI SHVAN: Yes.

REP. WEYLER: Representative Weyl er votes no.
Represent ati ve Benn

REP. BENN: Yes.

REP. WEYLER: Senator Forrester.

SEN. FORRESTER: No.

REP. WEYLER: Senator Rausch.

SEN. RAUSCH: Yes.

REP. WEYLER: Senator Boutin.

SEN. BOUTI N Yes.

REP. WEYLER: Senator Larsen.
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SEN. LARSEN: Yes.

CHAl RAOVAN WALLNER: | get to vote, too.

REP. WEYLER: Representative Wll ner.

CHAl RMOVAN WALLNER: |' m not gone yet. Yes.

REP. WEYLER Six to two.
CHAI RWOVAN WALLNER: The notion passes six to two.

***x  {MOTI ON ADOPTED}

CHAl RWOVAN WALLNER: Thank you, Conmm ssioner. Yes.

MR, TOQUMPAS. Madam Chair, if | may? | appreciate
Senator Forrester's and Representative Lei shman's comrents.
There's been a trenmendous anmount of work that's gone into
this and it's really involved the organizations that Jeff
had tal ked about with the consulting organizations, New
Hanpshire I nsurance Departnent, the Governor's O fice and
so forth. But I will -- along with a nunber of people
Within the Departnent, but | will say it really could not
have happened wi thout Jeff Meyers really |eading the
effort. He did an extraordinary job in terns of taking al
t hese different concepts and weaving themto the point
where | can understand t hem

So |l think it's just an extraordinary effort and what
this action really does right nowis just puts us on the
starting |ine because all we have done right now is we have
a proposal that will go in front of the Federal Governnent.
We still have several nonths' worth of discussion we need
to have with themin order for themto basically be
confortable with this and approve it. And then we have the
no small task in terns of the inplenmentation of this so
that it happens in the tineline and in the way in which the
Legi sl ature had -- had desired that.
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So, again, | just want -- | publicly acknow edge the
| eadership of Jeff Meyers in this effort. Along with this
I could be here for another half an hour saying the nanes
of others, but | just really want to put Jeff's nane right
out there. Thank you.

CHAl RWOVAN WALLNER:  Thank you, Conm ssioner. And |
would like to also say that Jeff Meyers and staff at Health
and Human Services have been extrenely hel pful in getting
us through this process and answering our questions,
providing us with volunes of information and a job well
done. W appreciate it. Thank you. And Representative
Lei shman, did you -- you do have another notion, right?

** REP. LEI SHVAN: Yes, thank you. | would further nove
t he Departnment of Health and Human Services be authorized
to nake technical and adm nistrative changes which are
necessary to reflect the intent of this item as approved,
and that the Departnent shall report back to the Fiscal
Comm ttee all changes made under this approval.

MR. MEYERS. Yes, yes.
REP. EATON. Second.

CHAI RWOVAN VWALLNER: Representative Lei shman noves,
Represent ati ve Eaton seconds that we nmay allow the
Departnent to make the technical changes that need to be
made. All in favor? Any opposed? Item passes.

**% {MOT| ON ADOPTED)

CHAl RWOVAN WALLNER: Thank you.

MR. MEYERS: Thank you very nuch

CHAl RWOVAN WALLNER: Thank you very much. And we did
have another late itemwhich at this point has been
wi thdrawn and we will take it up -- it will conme back to us
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probably at the next Fiscal Commttee neeting. So we'll
nove on now, and I'd like to call Jeff Pattison up to talk
to us a few m nutes.

MR. PATTISON: | can really clear a room

CHAl RWOVAN WVALLNER: |'m sure they can't wait to hear
what you're going to say.

MR. PATTISON: |'m coming before you this nmorning for
two reasons. The first is sonething that we do usually
every year in Novenber |leading up to the closing of the
books and the issuance of a CAFR by Decenber 30th, and |'m
here to request authorization fromthe Conmttee to rel ease
publicly the followi ng reports and statenents. 2014
Conpr ehensi ve Annual Financial Report of the State of New
Hanpshire and the Lottery Commi ssion, the 2014 Fi nanci al
Statenents of the Turnpi ke System Liquor Conmm ssion, and
Enpl oyee Benefit Ri sk Managenent Fund. And, finally, the
2014 Annual Reports of the Unique College Investing Plan
and Fidelity Advisor 529 Plan as soon as they are
avail able. These reports wll be presented to the Cormittee
at its January 2014 neeting if there is not in Decenber.

*x REP. EATON: So noved.

CHAI RWOVAN WALLNER: Representative Eaton noved and --

SEN. FORRESTER: Second.

CHAl RWOVAN WALLNER: -- Senator Forrester second. Is
there any di scussion of this? Al in favor? Any opposed?
None opposed.

MR. PATTI SON:  Thank you.

CHAl RWOVAN WALLNER: | think you have a coupl e of other
items you'd like to talk to us about.
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MR. PATTI SON: Yes. Second reason this norning is
that I'"'mcom ng here to ask the Conmttee's approval to
fill two vacancies in the LBA Ofice. I'"'masking to fill
one staff auditor position and one assistant budget anal yst
posi tion.

*x REP. EATON: So nove.
REP. BENN: So nove.
CHAl RWOVAN WALLNER: Representative Eaton noves and

Represent ati ve Benn seconds. Discussion? Al in favor? Any
opposed? G eat. Thank you very nuch.

MR. PATTI SON: Thank you.

*** {MOTI ON ADOPTED}

(10) M scel |l aneous:

(11) Infornmational Materials:

CHAl RWOVAN WVALLNER: Now we have many | nfornmati onal
itens in front of us, and I would |like to actually ask
Steve Smith if he would cone up and talk to us about
informational item 14-193, which is our National Audit
Association review and tell us a little bit about that one.

STEPHEN SM TH, Director, Audit Division, Ofice of
Legi sl ati ve Budget Assistant: Sure.

CHAl RMOVAN WALLNER: It was a very good one for the
St at e.

MR. SM TH: Good norni ng, Madam Chair, and Menbers of
the Committee. For the record, ny nane is Steve Smth.
I"mthe new Director of Audits for the Ofice of the
Legi sl ati ve Budget Assistant. And, yes, this is -- this
is -- it's called a Peer Review where basically the
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auditors get audited. This happens on a three-year cycle
and the National State Auditors Association sends in a
team They | ook at our overall quality control process, our
procedures, policies, and actually get into the -- the

m nutia of our work papers. And they make an assessnent to
make sure that we are doing what we say we are doing in
conformty with the Governing Auditing Standards. And they
gave us their highest opinion, which passed, and so they
were pleased in what they saw. And if | may, | would |ike
to acknow edge Bill Mtchell. He's the Financial Audit
Supervi sor, and Stephen Fox, the Perfornmance Audit

Supervi sor. They have many years of service and | think the
results of this is a reflection of the work that they do.
And on behalf of the entire Division just as they seek to
do their audit work not only in conformty with the
standards they need to abide by, but also with the public
interest in mnd. Sol'd like to, as the newconer here,

just acknow edge the efforts of all their hard work.

REP. WEYLER: Congratul ati ons.

CHAl RWOVAN WALLNER: Yes, thank you. And
congratul ati ons on such a good report. And | would like to
say that know ng how dependent the Legislature is on these
reports and how nuch we | ook to them for our guidance and
our advice, it's really -- really wonderful that you have
such a good report, and we can -- we can feel confortable
knowi ng that the office is doing such a great job. So thank
you.

MR SMTH:. | just want to -- the team|ead on the
audit, just came, | started right at the tail end of the
audit, he did nake the comment that you're joining a good
operation there. So it's very conplinentary.

CHAl RWOVAN WALLNER: We are glad to hear that. Thank
you.

AUDI TS:
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CHAl RWOVAN WALLNER: Now we are going to nove into the
audits and our first audit is going to be the Departnent of
Justice. And I will -- let's see, who's com ng up here?
Just introduce yourselves and proceed with the -- telling
us about the audit.

MR. SMTH: For the record, I'm Steve Smth, D rector
of Audits for the Ofice of Legislative Budget Assistant.
And joining me this norning is Christine Young. She's the
Seni or Audit Manager on this particular audit. She would be

presenting it for us. Also joining me, | believe, is
Attorney General Foster, Ann Rice, and Rose Faretra from
the Department of Justice. So with that, I'Il turn it over

to Chri stine.

CHRI STI NE YOUNG, Senior Audit Manager, Audit D vision
Ofice of Legislative Budget Assistant: Good norning,
Madam Chair, and Menbers of the Commttee. For the record,
ny nanme is Christine Young.

I would like to begin ny presentation with the Table
of Contents. You'll see this report includes 13 audit
findi ngs, none of which are material weaknesses. The
Departnent fully concurs or concurs, in part, with all of
t he findings.

There are three findings on this page with an asteri sk
suggesting that |egislative action may be required. And now
I would like to turn directly to the Observations and
Recommendat i ons on Page 7.

oservation No. 1 discusses risk assessnment, which is
one of the five recognized conponents of internal control.
The comment notes the Departnent does not have a fornmal
ri sk assessnent process, and we reconmended the Depart nent
establish a formal process for recognizing and respondi ng
to risks.
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observations 2 and 3 starting on Page 8 note
weaknesses in the Departnent's Chart of Accounts and
processing of certain transactions, the nost significant of
whi ch include the processing of settlenents received by the
Depart nent .

Par agraph one notes the Departnent held in the
Consuner Protection Escrow Account $5.5 mllion of
settlement nonies that were unrelated to the purpose of the
account. W reconmended the Departnent review its account
structure, specifically the use of revolving accounts, and
we suggested that revolving accounts not be used to tine
the recognition of agency incone to budgeted expenditures.
We further reconmended that revenues | apse at the close of
the Fiscal Year, unless there's a statutory basis for
carrying the funds forward.

In paragraph two on Page 8 we noted the Departnment
retai ned approximately $1 million of unrestricted
settlement funds in the Consuner Protection Escrow Account
in error. The Departnent effectively | apsed these funds to
the State's General Fund prior to the end of Fiscal Year
2014 after the auditors inquired about the bal ance.

observation No. 3 on Page 10 al so di scusses the
accounting for settlenment and speaks to settlenent funds
hel d i n non-1lapsing revol ving accounts for indefinite
periods. W recomrended the Departnment deposit settlenent
funds that are not subject to a specific plan as agency
i ncone revenue and | apse unencunbered bal ances to the
State's General Fund at the close of the Fiscal Year

On Page 11, (Observation No. 4, we recomrended the
Departnment establish a docunented supervisory review and
approval control over the reconciliation of the
Departnent's checki ng account.
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oservation No. 5 on Page 12 deals with the
Departnent's efforts to pronote conpliance with the filing
of statements of financial interest.

On Page 13, (Qbservation No. 6 notes the Departnment was
not current in processing charitable trust filings. During
the audit period the Departnent had a five-nonth backl og
for processing the filings which | essens the accuracy of
the Departnment's Registry of Charitable Trust
Organi zations. W also noted refunds to charities that nade
duplicate paynents were significantly del ayed, including
one charity that had not been refunded for nore than a
year. We reconmended the Departnent review and resol ve the
cause of the processing delays, and issue tinely refunds to
organi zations that made duplicate paynents.

observation No. 7 on Page 15 discusses the
Departnent's determ nation of the percentage of debt
collections that it keeps to fund its debt collection
activities. The npbst recent calculation of the retention
percentage was perforned in 2010. W reconmended t he
Departnment performthe calculation annually as directed by
stat ute.

On Page 16 in Observation No. 8, we recomended the
Departnent either inplenent controls to mtigate the risks
of holding currency in evidence storage or develop a
process that would allow for the deposit of the currency in
an account pending final disposition.

(bservations 9 and 10 starting on Page 18 address
issues related to the Departnent's Assistant Deputy Medica
Exam ners or ADVE's under contract with the Chief Medi cal
Exam ner's O fice. In the nunbered paragraphs on Page 18,
we note the Departnment does not submt the Menoranduns of
Understanding or MOU s with ADME's to Governor and Counci
for approval and does not keep these MOU s current. W
al so note where a Departnent enpl oyee perforns services as
a contracted ADME during the lunch hour or upon using |eave
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time fromthe state, and was conpensated for that service
under the MOU.

I n paragraph nunber four on Page 18, we report the
conpensation for one ADME appears out of balance with its
peers.

In Observation No. 10 on Pages 20 and 21, we
recommended the Departnent inprove controls over ADVE
paynents and identify the reasons why ADME s are not
invoicing for all services perforned.

The State Conpliance comrents begin on Page 23.
oservation No. 11 reports the Department has not adopted
or kept current certain adm nistrative rules required by
statute.

(bservation No. 12 discusses the Departnent's
i npl enmentati on of a fee waiver policy for the issuance of
pre-cremation certificates for infants or persons involved
in welfare cases. There does not appear to be a statutory
provision for waiving the fee.

The final conpliance coment is Observation No. 13 on
Page 25 dealing with the untinely filing of certain reports
required by statute. We recommended t he Departnent conply
with the statutes identified in the conpliance coments or
seek to anend or repeal the statutes, if appropriate.

On Page 27 is the opinion on the financial statenent
foll owed by the actual financial statenent, note
di scl osures, and suppl enentary schedul es. And on the | ast
page of the report inmmedi ately behind the tab we have a
summary of the current status of the Oobservations from our
prior audit of the Department for the nine nonths ended
March 31°', 2005. As you can see, there were 32 findings in
that report and 29 of those prior findings are either fully
or substantially resolved. W are happy to report this is a
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significant inprovenent over the prior audit. And that
concl udes ny presentation.

I would like to thank the Departnent for their
cooperation during the audit. And I would like to al so wi sh
all the best to Rosemary Faretra in her retirenment. She was
very hel pful during the audit and quite a pleasure to work
with. And | would be happy to answer any questions the
Commttee may have at this tine.

CHAl RWOVAN WALLNER: Questions. Attorney GCeneral
Foster, would you like to make a conment on the audit?

JOSEPH FOSTER, Attorney General, Departnent of
Justice: This is, obviously, the first tinme | have
participated in an audit. It was an informative process.
The recommendations, | think, are on target. W plan to
i mpl emrent them In our cooments, if you | ook, we have put
in deadlines for ourselves that we are going to utilize and
neet. And it was a very informative process. W had a good
di scussi on on the recomendations and | thank the LBA for
their work.

M5. YOUNG  Thank you

CHAl RWOVAN WALLNER: Senat or Rausch.

SEN. RAUSCH Thank you. On the no adm nistrative rules
on drug forfeiture, does that negate the use or collection
of those funds?

ANN RI CE, Deputy Attorney Ceneral, Departnent of
Justice: There are rules on the admnistrative forfeiture.
I think what the page says is that there are sone that are
not up-to-date, but we do have admi nistrative rul es.

SEN. RAUSCH Ckay.
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M5. RICE: Excuse ne, guidelines. They're not
adm ni strative rules. Quidelines.

CHAl RWOVAN WALLNER: Representative Lei shman.

REP. LEI SHVAN: Thank you, Madam Chair. I'd just |ike
to say it's not often when we see a repeat audit that the
peopl e com ng back have nearly fully resolved the initial
requests. |It's just been brought to the Fiscal Commttee
in the past. I would commend you that you have al nost
reached the 100% whi ch we have found is rare in nost cases.
So thank you

ATTORNEY GENERAL FOSTER Thank you.

REP. EATON: Madam Chair, just having been on Fiscal
for a while, and seeing Rosemary cone before the Committee
on a regular basis and provide us with very pertinent
i nformati on and being very forthcom ng and very helpful to
all the questions, |I think would be appropriate to have the
Comm ttee thank Rosemary for her years of service and w sh
her wel | .

CHAl RWOVAN WALLNER: Yes.

(Appl ause.)

CHAI RWOVAN WALLNER: Yes, thank you. |'ve seen you here
for many years.

ROSEMARY FARETRA, Departnent of Justice: Many years.

CHAl RWOVAN WVALLNER: Many, many years. And, actually,
ot her departnents and |'m sure that you are going to be
m ssed.

ATTORNEY GENERAL FOSTER: She'll be a huge mss, yes.
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CHAI RWMOVAN WALLNER: Thank you very mnuch.
Representative Weyler, would you |ike to nake your
st at enment .

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

REP. EATON: Second.

CHAIl RWOVAN WALLNER: Al'l in favor? Any opposed? None
opposed. The item passes. Thank you very nuch.

M5. RICE: Thank you.
***  IMOTI ON ADOPTED}
CHAl RWOVAN WALLNER: Let's nove on to our next audit,

which is of the Departnment of Transportation, and this is
the Fl eet Managenent Audit.

MR. SMTH: Yes, Madam Chair. To present that |']
turn it over to Steve Fox.

CHAl RMOVAN WALLNER: Great. Thank you.

STEPHEN FOX, Performance Audit Supervisor, Audit
Division, Ofice of Legislative Budget Assistant: Good
afternoon, Madam Chairman, Menbers of the Commttee. For
the record, ny nane is Stephen Fox. |'mthe Perfornmance
Audit Supervisor for the LBA Audit D vision. The
performance audit in front of you is our review of the
Departnment of Transportation Fleet Managenent. To ny |eft
is Vilay Sihabouth who was the auditor in charge. To her
left is Patrick McKenna fromthe Departnent, the Deputy
Comm ssioner, and Bill Janelle who's the Director of
Qperations. Wth your permssion, I'd like to turn it over
to Vilay for the presentation.
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CHAl RMOVAN WALLNER: Thank you.

VI LAY SI HABOUTH, Senior Audit Manager, Audit Divi sion,

Ofice of Legislative Budget Assistant: Good afternoon,
Madam Chair, Menbers of the Commttee. Again, ny nanme is
Vilay Sihabouth, and this norning I'll be presenting the
Departnment of Transportation Fl eet Managenent Performance
Audi t .

The purpose of our audit was to determ ne whether the
DOT managed its fleet of vehicles and equi pnent effectively
and efficiently. Al though the DOT had a nmultitude of
vehi cl es and equi prent, we focused our efforts on passenger
vehi cl es and equi prent which was sel f-propelled and
licensed to be driven on the roadway. Therefore, we
excl uded towabl e and trail er-nounted equi pnent, detachable
snowpl ows, nessage boards and other simlar equipnent from
our anal ysis.

Qur Executive Sunmary can be found on Page 1. In
general, we found the DOT effectively managed and utilized
its fleet with a few exceptions. W found variations in
utilization for heavy trucks, one-ton trucks, and pickup
trucks, indicating an opportunity may exist to better cost
utilize them The DOT's fleet has rermained relatively flat
fromFi scal Years 2015 to 2014 -- 2005 to 2014, excuse ne,
with increases in only a few categories. Wile the DOT
fl eet appeared to be adequate to fulfill its mssion
personnel expressed concern about the reliability of the
aging fleet. W found the average age of equi prment
i ncreased by one and a half years. However, the percent of
equi pnent at or beyond the Departnent's established age for
repl acenment increased nore significantly. At the end of
Fi scal Year 2014, approximately one-third of the State's
6-wheel ed trucks used primarily for plowng were at or
beyond the age established for replacenent. Qur
Recomendati on Sunmary starts on Page 3.
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Qur report contains five observations, all of which
the DOT concurred with. Qobservation No. 2 nmay require sone
| egi slative action. Qur background starts on Page 5.

The DOT is responsible for planning, devel oping, and
mai ntaining the State's approximately 9,300 |ane m | es of
roadway. The State's H ghway System consisting of primry
and secondary hi ghways, as well as boat access and ot her
recreational roads, is funded primarily from gas tax,
vehicle registration, notor vehicle fines, and Federa
funds.

The Tur npi ke System consi sting of the Spaul di ng, Blue
Star, and F.E. Everett Turnpike is a separate enterprise
fund. The majority of its revenues cone fromtol
collection. State laws require tolls collected to be used
exclusively for the Turnpi ke System

The DOT's 1,179 vehicles and pi eces of equipnment were
di sbursed anong four divisions with the majority assigned
to the Division of Operations which houses the Bureaus of
H ghway Mi ntenance, Turnpi kes, Bridge Mi ntenance,
Traffic, and Mechani cal Services.

Qur Table 1 on Page 10 shows the DOT's inventory, its
aver age age, and the average neter reading at the end of
Fi scal Year 2014. CQur first section which addresses
inventory and age starts on Page 13. W found the DOT' s
fleet was relatively stable from Fiscal Years 2005 to 2014
with the nost notable increases occurring as a result of
DOT" s | easi ng and purchasi ng sonme equi pnent it used to
rent. We found the DOT relied heavily on rented and | eased
equi prent, including snowl ows and drivers. Contracted
pl ows accounted for half of the DOT w nter maintenance
fleet in Fiscal Year 2014.

Tabl e 2 on Page 14 shows the DOI's inventory at the
end of each of the Fiscal Years we reviewed. As shown, the
DOT"' s equi pment fleet grew by 135 pieces. However, |easing
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and purchasi ng backhoes, nowers, and rollers instead of
continuing to rent them accounted for the vast mgjority of
this increase. Table 2 also shows a slight decrease in the
DOT' s passenger vehicle fleet.

We al so found the average age of the fleet has been
increasing slightly from Fi scal Years 2005 to 2014.
However, we found the nunber of equipnment at or beyond the
age DOT established to replace them has increased
significantly. For exanple, in Fiscal Year 2005, 14% of the
State's 6-wheeled trucks were ten years or older. By 2014,
this had increased to 36%

Qur first Observation starting on Page 17 di scusses
the need to periodically review whether changes to the
Departnment's responsibilities or the State's Transportation
System woul d necessitate an adjustnent to the fleet size
and conposition. The last tine any Bureau conducted an
anal ysis was in 2007.

Qobservation 2 on Page 19 di scusses standardi zi ng
controls over fleet purchases. As shown in Table 4 on Page
19, different controls apply to fleet purchases depending
on the type of equi pnment bought or the Bureau purchasing
it.

Qur next section discusses utilization and begins on
Page 21. In general, the DOT used its equi pnment effectively
t aki ng advantage of opportunities to share equi pnent when
practical. However, we found statutes regarding funding
significantly hindered sharing equi pnment between the
Turnpi kes and the rest of the DOTl. Additionally, we found
the DOT had not established annual utilization guidelines
nor did it anal yze usage on an agency-w de basis.

So Qbservation No. 3 on Page 22 di scusses the need for
establ i shing guidelines and to review actual utilization
agai nst them As shown on Table 5 on Page 23, we found
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some | arge variations in usage of sone vehicles and
equi prnent .

(bservation 4 on Page 25 discusses the need to track
t he nunmber and usage of rented equi pnent. Wile the DOT
recorded the hours it used for rented equipnent, it did not
track how many pieces of equipnment it rented to suppl enent
the fleet.

Qur | ast Cbservation on Page 26 di scusses the need to
consistently report non-business mles. Wiile the DOT and
Departnment of Admi nistrative Services has guidelines for
reporting conmmuting mles, DOT bureaus were not always
consistent in applying these guidelines. Additionally, we
found the DAS s requirenent to report travel for sone field
base personnel may actually inflate the nunber of
mles -- the nunber of mles reported as conmuti ng.

On Page 31, we address one other issue and concern
regardi ng the purchase of trucks to operate the Motori st
Service Patrol, whether it's an effective use of the
Departnent's funds. The remai nder of this report contains
our scope objectives and net hodol ogy, and this concl udes ny
present ati on.

I"d like to thank the DOT staff for their cooperation
during the audit, and we'd be happy to answer any questions

you may have.

CHAI RMOVAN WALLNER: Thank you. Do we have questions?

REP. WEYLER: | have a question for the DOT.

CHAl RWOVAN WALLNER: Ckay. Representative Weyler has a
guestion for M. MKenna.

REP. WEYLER: Thank you, Director MKenna or
Comm ssi oner McKenna. Excuse ne. Through the decades of
purchasi ng personal vehicles, | found that there's
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i nprovenents in how many mles they can go, things |ike
synthetic oil and so on and nore frequent oil changes, and
I"mgetting nore mleage out of vehicles than | did in
previ ous decades. |Is any of this taken into account in the
DOT vehi cl e mai ntenance? Do you do nore frequent oi
changes? One of the things | found were transm ssions, if
you change the transmi ssion fluid nore frequently, then you
didn't need an overhaul if the transm ssion goes. Are any
of these things being involved? Do you find greater life
span as you buy new vehicl es?

MR. MCKENNA: Representative Weyler, thank you. |
t hi nk what we found, and I'Il defer to Bill Janelle, our
Director of Operations, but our Mechani cal Services,
nmechani cs have been nmasters at extending the life of the
equi prent fleet here for the State of New Hanpshire for the
DOT. | believe they're utilizing all of those types of
techni ques and are really also working, | think,
hand-i n-hand with our Environnental Services Departnent
when we | ook at maintaining, making sure that all the tires
are inflated at certain anounts so we can -- we nmaxim ze
the fuel efficiency. But regular service maintenance is
certainly one of the areas that extends the life of the
fleet itself.

REP. WEYLER: Fol | ow- up.

CHAl RWOVAN WALLNER: Yes.

REP. WEYLER: So have we changed through the years what
we predict for a maxinumlife on a heavy vehicl e?

MR. MCKENNA: | believe what we've found is that |
don't believe those nunbers have changed dramatically,
al t hough what we have found is that the average age has
gone up primarily because of the ability or the |ack of
ability to secure the budget resources to have a norna
utilization based replacenent process. W -- | would say
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that -- that, again, the efforts of our nechanics has, in
fact, extended how |l ong we've utilized vehicles.

REP. WEYLER: Thank you

CHAI RWOVAN WALLNER: Representative Benn.

REP. BENN: Thank you, Madam Chair. One of the things
that | eaped out at nme, and | don't know, maybe you can
explain it, you have 303 6-wheel ed vehicl es, average age, |
t hi nk, seven years. But these vehicles are only used
approxi mtely 30 hours a year.

MR. MCKENNA: Actually, Representative Benn, that was
a notation that the utilization has gone down slightly by
30 hours in some cases.

REP. BENN: Ch, | see, it has gone down. kay. Thank
you. | was going to say, boy, they're sitting around a |ot.

MR. MCKENNA: | believe LBA woul d have had a whol e
different set of findings if that were the case.

REP. BENN: Thank you.

CHAI RWOVAN WALLNER: Representative Lei shman.

REP. LEI SHVAN. Thank you. M. MKenna, one of the
things that actually stood out, and | saw there was a
footnote on it, you were renting |ike backhoes and you went
to a lease of -- | think it showed 58 | eases. But | do
recall during the budget process, and |'mvery foggy on the
DOT, it's not one of ny areas that | deal with, at least in
Fi nance, but there was a reduction in the nunber of sheds,
| think. But | see 58 and | was thinking, gee, nunber of
sheds, each shed shoul d have a backhoe; but 58, it just
seens kind of excessive the nunber of backhoes.
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MR. MCKENNA: Thank you for the question. Actually,
t he nunmber was 50 in ternms of the backhoes that we | ease.
We have 87 sheds now. They're used to be 94. W have had a
reduction of seven in the past couple years. W do -- we do
feel that there should be a backhoe at every shed. These
are the pieces of equipnment that actually |oad our trucks
with the salt and the sand in the wintertime. So we can and
we do cross utilize. But what we find is that geographic
spread, if we were to -- if we were to |load one up during a
storm |load our plow trucks with the commodities they need
to do the job, and then have to nove that vehicle sonewhere
else, it's not quite efficient. So the feeling is that we
shoul d have one of those at each of the sheds that has
heavy wi nter mai ntenance responsibilities.

REP. LEI SHVAN: Fol | ow up, | guess.

CHAl RWOVAN WALLNER: Yes.

MR. LEISHMAN: So are you calling a backhoe like a
front-end | oader in here? Because | know that, for
i nstance, sone of the sheds |I'mfamliar with have a
front-end | oader which is not a backhoe with a | oading
apparatus in the front and digging device in the back. Is
that how this is being described as a | oader/backhoe?

MR. JANELLE: If | could try to answer that questi on.
Bill Janelle, Director of Operations. Wiat we're tal king
about is the | oader-backup. So it has got a backhoe
attachment on the back. So this is -- it's a rubber-tired
machine. It's not a full-size |oader that wouldn't have a
backhoe on the back. |It's a | oader-backup basically. So
that's the piece of equipnent we're tal ki ng about.

If | could just elaborate a little bit. This | ease
purchase replaced the rental of those machi nes, which we
had done in the past with individual rental agreenents. The
| ease purchase was found to be -- | shouldn't say |ease
purchase. The lease, this is a four-year |ease, which it's
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cheaper to enter this |ease than it was to enter individua
rental contracts for 50 of these machi nes which we had done
for years and years. So that's one of the reasons we noved
towards the | ease. W al so got a better piece of equipnent.

REP. LEISHVAN: | guess a followup for that.

CHAl RWOVAN WALLNER:  Yes.

REP. LEI SHVAN. These are not |ike a | ease purchase.
At the end of the |ease, they return to the vendor?

MR. JANELLE: That's right. 1It's a four-year |ease.

REP. LEI SHVAN: Thank you, Madam Chair

CHAl RWOVAN WALLNER: Yes, Senator Larsen.

SEN. LARSEN: On the back of your report, the audit
report, it mentions the service, the nower service program
Is that a program which you intend to have -- it's
sponsored. So |Is that a programthat wll continue and try
to have nost of the sponsorship noney cover its operation
or does there still continue to be some noney from Turnpi ke
t hat supports it?

MR. JANELLE: It's not -- it's not fully supported by
sponsorships. W try to get as much as we can through the
sponsors and that's what we've done here. This has been a
conpetitive bid that's gone out and -- but it's not
conpl etely supported by sponsors, no.

SEN. LARSEN: | just -- | think it's a very valuable
program and one which is new to our state. But, obviously,
if we can get nore sponsorship, | think we, obviously, see

that --

MR. JANELLE: If | can add. W' ve tried where we can
to get sponsors. And through Travelers, the sponsorship
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that we have, | believe is one of the highest paid
sponsorships in the country, actually, for the nunber of
vehicles that we have. So it is a very valuable program It
operates on our -- what we call Tier 1 roads which are

hi gh-speed, high-volume. And the intent is to get those

fol ks that are broken down on the side of the road either
out of the way or off the road, one of the two. It's a very
dangerous pl ace to be.

REP. EATON: Just a comment. That as former chair of
the Fleet Conm ssion and the author of the | anguage that
all ows | ease and | ease purchase, | want to commend the
Departnent. They have been the gold standard for the State
of setting up the conputer systemthat tracks every single
vehi cl e, the maintenance right to the hilt, and keeps them
on track for the maintenance and, hopefully, that will be
expanded to all State Agencies, by building their trucks
t hensel ves, building themto a higher standard than what
the industry normis, that has enabled them not always to
where they want to be, but to enable the shelf life of the
vehicle to be sustained at a safer level for a |onger
period of tinme. And | hope that your exanple and your
conmputer systemw || expand out to the rest of the state so
that we get the same results.

CHAI RWOVAN WALLNER: Thank you.

MR. MCKENNA: Thank you very nuch. | would like to
add, I'd like to thank right fromthe top down Jeff
Pattison, who actually in an interimperiod stepped in and
provi ded gui dance to us all in this process, and for the
work of the LBA auditors who | thought did a very nice job
over the course of the sumrer. They got to get out and see
our operations in a way that probably they don't get to see
frequently when the reviews are financial only in nature.
So we appreciate their work that they did. W support the
findings that they -- that they had here. There are a few
areas of, you know, room for inprovenent as there al ways
are. W are looking forward to working on those itens.
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CHAl RMOVAN WALLNER: Thank you, M. MKenna.
Representati ve Weyl er, you have a notion?

**  REP. WEYLER Yes, Madam Chair. | nobve we accept the
report, place on file, and release in the usual manner.

REP. EATON: Second.

CHAI RWOVAN WALLNER: Representative Wyl er noves and
Representati ve Eaton second that we rel ease the report. All
in favor? Any opposed?

***x  {MOTI ON ADOPTED}

CHAl RWOVAN WALLNER: ITtemw Il be rel eased.

MR. FOX: Thank you.

CHAl RWOVAN WALLNER: Thank you. Now we'll nove into our
next Department of Safety audit, interoperability.

MR. SMTH: The final audit this norning. Again, for
the record, ny nane is Steve Smth. Joining ne at the table
is Steven Grady. He's the Senior Audit Manager on this
particul ar audit, performance audit for the Departnent of
Safety. And also joining ne is Conm ssioner Barthel nes and
Col onel Quinn fromthe Departnent of Safety. [1'Il turn it
over to Steve.

STEVEN GRADY, Senior Audit Manager, Audit Division,
Ofice of Legislative Budget Assistant: Good afternoon.
For the record, | am Steve Grady. | was the in-charge
auditor for the radio interoperability performance audit.
The audit was to determ ne how efficient and effective the
Departnment of Safety was in achieving radio
i nteroperability anong New Hanpshire's public safety
agenci es, including |ocal and county governments as of
State Fiscal Year 2014.
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During my presentation today, |I'll be summarizi ng nost
of the 20 Observations, focusing only on a few key
fi ndi ngs.

O the 20 (bservations and Recommendati ons, the
Departnment concurred with 14, concurred, in part, with
five, and did not concur with one. Three may require
| egi sl ative action.

The section on statewi de radio interoperability starts
on Page 13.

Interoperability permts public safety officials, such
as fire, law enforcenent, and emergency nedi cal responders
to easily conmuni cate across jurisdictions and disciplines.
It is integral to a functional incident command system and
it underpins the State Honel and Security Strategy.

Ef fective interoperabl e communi cati ons consi sts of
five elenments: Governance, standard operating procedures,
t echnol ogy, training and exercises, and usage.

Qur di scussi on on governance begins on Page 14.

A governance system can hel p deci si on-makers
conmuni cate with stakehol ders, neet stakehol der
requi renments, nake inforned decisions, obtain consensus,
pl an, and coordinate. W found statew de interoperability
governance was at a level of early inplenentation as we
depict in Table 3.

In Observation No. 1 starting on Page 15, we detail ed
the lack of a formal inter-agency governing structure
responsi ble for establishing efficient and effective
i nt er oper abl e conmuni cati ons statew de. Neither the
Departnent of Safety, nor any other entity, was charged
W th coordinating or devel oping a formal governance system
The Departnment assuned a | eadership role in the early
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2000' s but was unsuccessful in establishing effective
governance. A patchwork of formal and informal governance
efforts persisted and interoperability was solved or was
bei ng solved in several jurisdictions but only for those
jurisdictions.

Qur recommendations include the Legislature consider
creating a statewide inter-jurisdictional,
i nter-disciplinary governance body. The body shoul d consi st
of key stakehol ders, including each county sheriff's
office, each fire mutual aid district, and police, fire,
and energency nedi cal services associations. The governance
body shoul d have appropriate oversight responsibility and
aut hority.

In Observation No. 2 starting on Page 20, we di scuss
statewi de strategic planning, another el enent of
governance. The State | acked the functional strategic
pl anni ng gui di ng statew de interoperabl e conmunication
deci sions and investnents. One docunent resenbling a
strategic plan was drafted in 2007 to neet a Federal grant
requirement, but it never got its statew de
interoperability investments or plan. O the 26 rel evant
goals included in the plan, only one was achi eved.

Stabl e and secure funding is essential in sustaining
interoperability. However, the State | acked consi stent
interoperability funding. An ad hoc m x of Federal grants
and state, county, and |local funds was substituted. This
included State Capital funds allocated in 2013 for three
state agency specific radio networks w thout any direct
i nproving either state agency or statewi de interoperability
and envi si onnment s.

Qur recommendations include the statew de governance
body create a strategic statew de interoperable
comuni cations plan. The plan should include a vision,
goal s, the neans to achi eve desired ends, performance
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neasures, and nethods to prioritize projects and resources.
Qur di scussion on SOPs begi ns on Page 25.

Effective interoperability depends on SOPs to
formalize procedures and practices. W found statew de
i noperability SOPs remained at a | evel of early
i npl ementation as we depict in Table 4 on Page 26.

In Observation No. 3, also starting on Page 26, we
detailed lack of effective policies and procedures
governi ng the use, managenent and depl oynent of Depart nment
controlled interoperability resources. W also illustrate
the lack of required adm nistrative rules inplenenting a
stat ewi de i ncident command system

Qur recommendations include the Departnent adopt a
statewi de incident comand system adm nistrative rule that
contai ns interoperable comuni cati ons requirenents and
SOPs. Qur discussion of technol ogy begi ns on Page 29.

Technol ogy enconpasses the equi pnent and rel ated
systens that enabl e energency responders to comruni cate
efficiently and effectively. W found statew de technol ogy
interoperability had matured to a | evel of internediate

i npl ementation as we depict on Table 5 -- in Table 5 on
Page 30.
In Qoservation No. 4 we illustrate the lack of a

statew de interoperable radio network or a unified system
of local and regional radio networks statew de. Al so, there
was no formal statew de plan or vision for devel oping or

i ntegrating radi o networKks.

Tabl e 6 on Page 32 provides sone details on the 104
state, county, fire mutual aid districts and | ocal radio
networ ks and 102 di spatch centers we identified in New
Hanpshire. These networks constitute a patchwork of
over |l appi ng, unintegrated, and at tines redundant and
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i nconpati ble state, regional, and |ocal comuni cation
sol uti ons.

Since 2002, State |aw has required the Departnment to
eval uat e st atew de energency communi cati ons and consi der
suppl ementing or integrating theminto a conprehensive
system The Departnent has never conducted this eval uation.
Consol idating radio operations into a shared architecture
can inprove efficiency, standardization, and service
quality, and can sinplify maintenance, training, and
interoperability. On Page 33, we franmed three possible
options the State has for devel oping a statew de radio
syst em

We recommend t he Legislature consider anending State
Law to, one, require the Departnent of Safety to report the
results of its analysis, comunications capability, and
assets to the statew de governance body, and the
appropriate | egislative oversight conmttee.

Two, provide a specific date by when the anal ysis nust
be conpl et ed.

Three, require the report be nmade public.

And four, require the statew de governance body to
seek | egislative approval for a statew de strategy.

We al so recommend the Departnment of Managenent conply
with State Law and eval uate statew de conmmuni cati ons
resources. Finally, we recommend the statew de governance
body establish a clear vision for the devel opnent and
integration of radi o networks and seek | egislative approval
to pursue the vision and strategy.

In Qbservation No. 5 starting on Page 35, we detail
how State Agencies al so | acked a cohesive strategic
approach to radio operations. This has led to the
proliferation of radio networks in State Governnent and
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resulted in duplicative networks, functions, and
potentially costs. Over one dozen State Agencies |icensed
at | east one radi o network, and we exam ned ni ne agency
radi o operations. W found they operated 17 distinct but
generally not interoperable radi o networks. They operated
20 dispatch centers, and al so had eight in-house radio

mai nt enance operations. Data from seven agencies indicated
the total value of their radi o networks was over

$16.6 mllion, and over $520,000 was expended annually on
mai nt enance, excl udi ng personnel costs.

Agai n, consolidating radio operations into a shared
architecture can inprove efficiency and provi de other
benefits. State Law requires the Departnent of Safety adopt
conpr ehensi ve and uni form standards and procedures for
St at e Agency tel econmuni cations. Tel ecomruni cati ons
general ly includes radio. However, the Departnent reported
never interpreting this statute to provide authority over
anyt hi ng ot her than tel ephone conmmuni cations or was the
statute intended to do so.

We recommend t he Departnent adopt conprehensive and
uni form standards and practices for State Agency radio
oper ati ons, consolidate State radi o resources and seek
clarification regarding its authority. If clarification
does not | eave the Departnment with authority to regul ate
State Agency radi o operations, we recomrend the Legislature
consi der assigning such responsibility to a suitable State
Agency to achi eve consolidation.

Qur di scussion on training exercises and usage begins
on Page 38. Preparedness is achi eved and mai ntai ned, in
part, through a continuous cycle of training, exercises,
eval uation, and taking corrective action. W found a | ack
of conprehensive and systematic training in exercise
prograns and only limted use of Departnent of Safety
controlled interoperability resources. As of June 2014,
statewi de interoperability training and exercises had
matured to a level of intermediate inplenentation, as we
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depict in Table 7 on Page 39. And statew de usage of
interoperability resources remained at a | evel of early
i npl ementation as we depict in Table 8 on Page 45.

Qur recommendations include the Departnent devel op
cohesive and systematic interoperability training and
exerci se prograns, and the Departnment adopt incident
command system admi nistrative rules containing policies and
procedures governing other agency use of interoperability
resources. The section entitled Departnment of Safety
Managenent Control starts on Page 51

oservations No. 9 through 20 detail numerous issues
wi th Departnent of Safety managenment control related to its
radi o operations and interoperability. Qur recomrendati ons
i ncl ude the Departnent inprove planning, personnel
managenent, ri sk managenent, information nanagenent, and
fiscal managenent. Formalize organi zation structures.
Consolidate radio and rel ated di spatch and mai nt enance
operations. Inprove information technol ogy controls and
information security and inprove property accountability.

We al so make several recommendations related to
statutory conpliance in the areas of records nanagenent,
del egations of authority, adm nistrative rules,

Ri ght-to- Know, and financial interest statenents.

Finally, we re-examne issues related to nine
Qbservations fromour 2010 Division of State Police Field
Operati ons Bureau Performance Audit and were related to the
current audit's topic. We found two Cbservations renaining
unresol ved, six were partially resolved, and one was no
| onger applicable. W reissued rel evant el enents of prior
audit observations throughout this report.

This concludes ny remarks. | would like to thank the
Departnment and its staff for their assistance during this
audit. | would also |ike to thank those nenbers of the

vari ous responder comunities who provi ded us assi stance as
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well. | would be happy to entertain any questions you
m ght have.

CHAl RWOVAN WALLNER: Yes, Senator Rausch.

SEN. RAUSCH Thank you, Madam Chair. Thank you.
guess | would just like to nake a corment that having read
this | was extrenely disappointed as a nenber of Public
Wrks and H ghways in the House and part of Capital Budget.
At that tinme, we funded noney for this program And,
certainly, as a Capital Budget nenber in the Senate, this
is public service. | -- there was never an indication that
t he Departnment needed | egislative changes to inpl enent
this.

As a voting nenber, | thought we had funded it
adequately. And | guess | amextrenely di sappoi nted since
it is public service that the goal was to get a multitude
of agencies and departnents to be able to communicate
together. And to see this audit, I'mreally disappointed.
And being a person who is retiring and not com ng back,
hope that those nenbers who are will do whatever is
necessary legislatively to ensure that this gets done. |
don't know what the total dollars are we have put into
this, but I know that we have nade an effort |egislatively
to get this for public safety reasons, and | amvery
di sappoi nted that we are not there. Thank you.

CHAI RWOVAN WALLNER: Representative Eaton.

REP. EATON: | would just conmment that | don't think
and I concur with Senator Rausch, that work needs to be
done. But ny understanding is that this is a report that
could be replicated in all 50 states. And that all 50
states are currently going through the exact same process
and trying to get everything up to par and follow ng the
reconmendati ons of the 9/11 Comm ssion which is attenpting
to do this nationwide. So that | -- while we see
deficiencies, | think we are not seeing the inprovenents or
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readi ng the inprovenent that have been nade over the | ast
ten years. And we are probably as nmuch at fault as anyone
that we have had such a | ong-term span of being dependent
upon Federal funding to acconplish the goals we needed and
we have not necessarily ponied up what is needed on the
State level to allow the different departnments to interact
and do exactly what needs to be done. But the Depart nent
did have a session during the last nmonth with all those
that need to be involved to put a whole new plan together
to update from 2007-2014 the interoperability, what is
needed, what needs to be done, and it is an ongoi ng process
and that is working in conjunction with the Feds.

CHAI RWOVAN WALLNER: Representative Benn.

REP. BENN: Thank you, Madam Chair. |, too, concur wth
Senat or Rausch. | also amnot going to be back next year.
And I'd just like to ask the Conmm ssioner that what can you
tell us that would give us assurance, based on the | ast
audit and the four years since that, that very fewitens
here have been fully resolved, none of them have been fully
resol ved, Wat kind of assurance can you give us that this
audit will be worked on and resolve the issue?

JOHN BARTHELMES, Conmi ssi oner, Departnment of Safety:
Thank you. Good norni ng, Madam Chair, Conmittee Menbers.

CHAI RWOVAN WALLNER: Good norning. Thank you.

MR. BARTHELMES: |'mgoing to -- I'mgoing to |et
Col onel Quinn, in just a mnute, speak to the prior audit
of State Police nanagenent. W can spend the afternoon
tal king about this. This is a very conplex issue. But |
think based on -- 1'd |ike to spend a little bit of tine
providi ng sone context, if | may?

CHAl RMOVAN WALLNER: Yes, thank you.
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MR. BARTHELMES: Right at the beginning of the audit,
I think Page 5, is really sonmething that we all need to pay
attention to, because that really is the road map to get us
to where we need and Steve Grady nentioned that. That cones
out of Departnment of Honeland -- actually, that and it's
also the sane one in a little bit nore detail on Page 13.
It's a franmework that is used nationally. It's the
framework that we are using as we nove forward. So that
really frames what the problemis and how do you nove
t hrough that continuumto get to where you need.

The second thing I'd like to nention is that Steve
al so talked, and this is really inportant, we tal k about
radio interoperability, we're tal king about
interoperability anbng State Agencies. W are tal king about
radio interoperability between state, county, and |ocal |aw

enforcenent. | think the wording that -- well, | know the
wor di ng that was used, the Departnent of Safety assuned
responsibility for that. I would submt we don't have the

authority, not only to bring together any type of

| egislative authority to mandate on a | ocal |evel. For

i nstance, our two biggest cities operate on a different
frequency, Manchester and Nashua. W have bridges that tie
us together as best we can. But |, as Comm ssioner, have no
authority to go into the Gty of Manchester or Nashua and
to tell them you know, you're going to not use that
frequency. You're going to use the frequency the rest of
the state. So we assuned responsibility and I'd like to
tal k about how that canme to be.

Back when | cane on the job as a Trooper up in the
North County, we had a very antiquated, and | say this in
the context that interoperability is alive and well. |
agree where we are on the continuum the operational
continuum W need to do a whole [ot of things and we
agree in the majority of the report. But let's not |ose
sight of the investnents and we are, quite honestly,
conpared to a |lot of other states, our state of
interoperability is better than a | ot and rmaybe nost. |
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can't speak to that definitely, but we are in a
pretty -- because of the work and efforts of people before
| came back.

Let's go back into the '70s. State Police had a very
antiquated radio system \Wen | was a Trooper up in Coos
County | went a whole sunmer with half of ny patrol with no
radio coverage. It was broken. It was antiquated. As Steve
al ludes to back in the '70s we began the Astro Project.

That was a $6 million investnment by the State of New
Hanpshire with State Capital dollars for the State Police.
At that tinme there was no discussion of interoperability.
It was to inprove the State Police radi o communi cati ons
syst em

| becane a Colonel. That was back in 19 -- |I'm
sorry -- 1996. | becane Col onel and that project was
conpleted at that tine, and it dramatically inproves
operability for the State Police. There was al so
di scussions at that tine is the recognition we need to do a
better job of communicating with one another.

Al so, | was Col onel when we had the Drega incident
where we had probl enms comuni cati ng not only anobng state,
| ocal |aw enforcenment, in that particular case we had
troubl e communi cating with our border conmunities in
Vernmont. So that was the investnent fromthe State at that
tinme, $6 million in nmy career up until that point. | |eft
and 9/ 11 happened and that was a ganme changer. And it was a
ganme changer as far as Federal grant dollars. Federal grant
dollars to the states increased dramatically. New Hanpshire
was getting right after 9/11, | think they maxed out at
somewhere between 20 and $30 million of Honeland dollars
whi ch a piece of that through the foresight of individuals
that cane before ne, recogni zed communi cation as the
foundation of the public safety and energency response.

A lot of those dollars was targeted to radio
comuni cation, and at that point State Police and
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Departnent of Safety assuned responsibility —assumed
responsibility to make sure that the equi pnment that was
bought by State, county and |ocal, public safety, both
police and fire, that that equi pnent was conpatible. W had
no authority, but we did have the ability because we were
the caretaker for that grant to make sure that the radio
equi prent was conpatible. And there was a | ot of progress
t hat was nmade begi nning after 9/11 in 2001. \Wat's happened
now -- so we assuned responsibility.

As far as this being a problem | also would like to
mention there's sonething that | address every tine | cone
forward with ny budget. | pulled out just before | cane,
I"mnot going to read the whole thing, but this cane from
preparing for the 12-13 budget. And | said | would be al so
remss if | did not nention that over the next few years
there's going to be a need for sone serious, |long-term
pl anning for the state radi o conmunication equi pnrent and
infrastructure, not just for State Police, but for |ocal
police, fire, and EMS. Some of this equipnent is at end of
Iife and because of |aws being supplanting of Federal
funds, thought nust be given to how to replace this aging
equi prent and infrastructure sooner rather than later. So
that is something that | continue to recogni ze. Because
since 9/11 that equi pnment that was purchased has
already -- a lot of it has gone beyond end of life or wll
be going beyond end of life shortly. As | said here,
suppl anting doesn't allow us to buy dollars with Federal
equi pnent -- Federal equipnent with Federal dollars, and
then replace it with Federal dollars.

Janet Napolitano allowed us a one-tine opportunity and
we spent $4.4 million approximately two years ago to
repl ace the aging portable equipnent. But as far as the
state, so we have sonewhere in the vicinity of $50 nillion
that's been commtted of Federal dollars. State dollars the
initial 6 mllion back in 19 -- 1996 when | was Col onel,
and the $2 mllion Capital Project, which was to -- we'd
gone into that and we asked for $5 million. W got the 2
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mllion. It's going to give us a start. W were able to do
a propagation study with those dollars and we are going to
be able to begin to work on the State Police gaps in their
system The coverage is not what it needs to be. Make no

m stake, this technology is very expensive. The

i nvestnents, even with the Federal dollars, hasn't been
enough to do everything that needs to be done. The -- the
pi ece that we are trying to do now which is to get 95%
coverage of nobiles, those are your vehicles, not portables
but nobiles, to have 90% which is the industry standard,
95% coverage in 95% of the state. The part for the State
Police to be able to do that is $7 mllion total.

If we are to nmake that interoperable w th other
communi ties, what we are going to need is we are going to
need a mnimumof $12 million and that's approxi mately.
That's an approxi mate dollar. Because what we will need is
we need noney to upgrade our bay stations which are in our
di spatch centers. And also the other part of that, along
with the bay stations, would be the enbassy sw tch, which
is really the traffic-control to allow us to be
i nteroperable with county and | ocal |aw enforcenent.

So | wanted to just give sone context. But at the end
of the day, the LBA audit is going to be very hel pful. W
have made a | ot of progress. W were the |ast state in the
country to have a statew de interoperability coordinator.
W | ooked for two years. Wth what we were payi ng we
couldn't attract anybody. W now have a part-tinme SWK
who's doing the work of two people. W are very, very
fortunate. We are starting to get organi zed. W are
starting to do training and exercise. W don't need
authority for that. But if we're going to do nore than
assune responsibility, because right now we have no Federa
dollars, it's all dried up. The State's getting about
$3 million a year from Honmel and Security. Eighty percent of
that goes to local and county |aw enforcenment. W are going
to need help if we are going to do nore than just assune
responsibility.
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CHAI RWOVAN WALLNER: Thank you, Comm ssi oner
Questions? Questions? Further conmrent? Col onel Quinn.
Yes.

REP. BENN: | would ask in this budget round, are you
going to be putting in a request into the Capital Budget
for what's needed to upgrade this systenf

MR. BARTHELMES: | wasn't planning on it. W stil

have -- we are working on the $2 mllion piece and it's
really the nmessage was conpl ete what you have and then cone
back. And we're still in the process of conpleting that
$2 million project. | nean, ideally, the next time |I'd cone

inand I'd ask for the remaining $10 mllion. That's a big
nunber. But to truly deal with interoperability, to get

t hat enbassy switch, which is not operational barely and
it's not being used, as Steve knows, because it needs to be
| P based. The technol ogy has noved on. W need to get us to
where we need to and to allow county dispatch centers and

| ocal to be able to work with our system W need to get

t hat enmbassy switch replaced, and we are going to need to
make that investnent.

REP. BENN: Thank you.

CHAl RMOVAN WALLNER: Yes. Did you -- yes.

MR. BARTHELMES: OCh, the second part on the --

CHAl RWOVAN WALLNER: The second part.

COLONEL ROBERT QUINN, Director, Division of State
Police, Departnent of Safety: Good afternoon, Madam Chair.
In regards to the 2010 State Police Performance Audit, |
just have a couple coments.

| did go through the audit with the LBA, with M
Grady, and | hope that you'll know there were many
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oservations in there. What | can tell you is sonme of the
things that we have put quite a bunch -- quite a -- we have
a significant investnent in, and I'mproud to say we have

i npl ement ed our records managenent system we have up and
runni ng, nearly conplete. W have done all of the Troopers
and now we are | ooking at getting the Detectives. W have
brought the E-ticketing to a platformnow that's solid and
now we are working with the courts to expand that.

W have got a crash records managenent systemin
pl ace, which now allows the Troopers to cover these
crashes. It gives themtheir |ocation by GPS and they can
transmt it. Qur platformwth the air cards for
transmitting all this data is solid. Wen we went through
this 2010 audit as the LBA brought to our attention, we had
Troopers doing their tinme cards, dropping themoff, getting
themrel ayed. Everything was paper and pencil. W have nmade
sone significant inprovenents in those areas. Are there
ot her areas that we can continue to inprove on? Yes. And
as -- in this audit, as they pointed out to those nine
oservations, actually, which cane down to eight, during
this process, we did submt to the LBA what we have done in
t hose areas, which | thought, quite frankly, m ght have
been adequate. However, in nmeeting with M. Gady, and |
requested a neeting after the exit interview, he was kind
enough to come to ny office and neet with nenbers of ny
staff. | said | don't understand what | need to do in
these areas. Can you give ne a path to getting these boxes
all filled in, and he did. And | think what | would like to
report is if you look at the two that are conpletely not
shaded in, nunber 5 and nunber 15, what can | do as opposed
to just hiring out a risk nanagenent process. He expl ai ned
to ne, you know, risk managenent can be a policy. You have
got toroll it out. Explain to everyone in your staff what
ri sk managenent is. There's a way to docunent and bring
forward risk, which now | understand.

Continuity of operations planning, that is conpletely
bl ank. W do have plans for all the divisions which we have
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in binders and CD. However, we can do nore. W need to
distribute those to the Troopers. W need to regularly
train with them So those are the areas. And, again, these
others with his help and guidance, | think that | can
continue to report nore inprovenments in these areas as they
are relevant to the latter audit on interoperability.

So | just -- | hope you trust when | say we take these
audits serious. We have nade great inprovenents in the 2010
fromtheir guidance, but there is nore to be done. And |
think 1'min a good position now with their coaching to get
it there.

CHAI RWOVAN WALLNER: Thank you for bringing us
up-to-date on that. Any further questions? Yes, Peter.

REP. LEI SHVAN. Thank you, Madam Chair. | guess I'Ill be
one of those |egislators com ng back, although I'll be in
the mnority, but we are hoping our Republican coll eagues
aren't too bad to us.

REP. WEYLER File a bill. 1'll co-sponsor

REP. LEI SHVAN: There you go. Conm tnent already.

REP. WEYLER: You shoul d be the prine.

REP. LEISHVAN. | think it's disturbing to ne that
there's a Trooper out there that doesn't have the best
t echnol ogy avail abl e and wherever that Trooper is he should
be able to get in touch with sonmebody. So what ever that
takes, | think there are a nunber of us that will be com ng
back that will support sonme sort of |egislation to provide
t he fundi ng necessary to get us up to where we shoul d be.

MR. BARTHELMES: Thank you. But | want to be real clear

and that is really inportant. W haven't -- the investnents
need to i nprove. W need -- we are going -- but that's not
all and the audit does -- goes in a lot of detail.

Departnment of Safety, we're not organized for success. W
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are -- our radio comunications is fragnmnented. That -- you
can be sure that is we work with DW for three years, State
Police. W have really brought technology in. The next
phase is that we have started that we w il be com ng
forward with a reorgani zation related to comuni cati ons. So
we have things to do there. Training and exercise, very,
very inportant, and we are working with county and | ocal

| aw enforcenment and fire to put on training and exercise
with interoperability comuni cation, which is going to be a
really inportant critical piece.

So we have things that we need to do. But the funding,

that technology, it just -- it ages out very, very quickly
and we don't have a funding streamthat allows us to do
that. Never mind -- just for us, never mnd for county and
local. Soit's a -- it's a problemthat all the public

safety is facing keeping up with this technol ogy.

CHAl RWOVAN WALLNER: Yes.

REP. EATON: Commi ssioner, there's a lot of stuff here
that | think is going to take sonme tinme. There may be sone
fixes that can be done readily legislatively or partially
done |l egislatively and including authority. If you and the
Col onel would take a little bit of time during the next few
weeks to find out what you think could be acconplished
| egislatively, theoretically, we have three nenbers of the
Fi nance Committee here who | think would be co-sponsors
imediately to draft |egislation for you.

VMR. BARTHELMES: Well, thank you. And I think -- |
nmean, that is -- that is a -- that is a policy -- that is a
policy decision. And, quite honestly, | think there are
two. One is assum ng, you know, having given us |egislative
authority for all radio interoperability across the state
that's nothing that | have ever asked for. It's a huge job.
But that's a policy decision. And then as the LBA knows,
that we are State Governnment has different networks.
| -- the tel econmunication statute, and we did respectfully
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di sagree with one another, we took -- when we took control
of VolP -- the VolP tel ephone telepathy for the State, we
came and took that over from Adm n Services running the
State tel ephone system we took that |anguage that was in
the statute and we brought it over to Safety for the sole
pur pose of tel ephones. Never did we envision that that
woul d give us authority and responsibility for all State
Governnent radio interoperability. But, again, that's a
policy decision. Wiether that's sonething that the
Legi sl ature woul d envi sion us being responsible for, and we
| ook forward to working with you, providing whatever
informati on we can to help you cone to those -- meke those
deci si ons.

CHAl RWOVAN WALLNER: Senat or Rausch.

SEN. RAUSCH Thank you. Just a conmment to
Representative Leishman. | totally concur about the
Troopers, but the Comm ssioner just adequately, | think,
verbalized that this is the interoperability. It is to get
all of our departnments so that --

REP. EATON: Ri ght, exactly.

SEN. RAUSCH -- the State has a safety net that they
can all comuni cate. So whatever |egislation cones up,
pl ease keep in mnd it's interoperability that we get al
of these necessary safety departnent so that when they get
on whatever they're using --

REP. EATON: Exactly.

SEN. RAUSCH -- and they need help, they can talk to
the other departnments and get whatever is necessary.

MR. BARTHELMES: Again, | hope that |I did | eave you
with the technol ogy, the investnents that have been nade
since 9/11 has dramatically inproved interoperability in
this state.
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REP. EATON: Sure has.

MR. BARTHELMES: But, again, we have a ways to go in
all these areas of training and exercise, policies and
protocols. They all need to be inproved.

CHAI RWOVAN VWALLNER: Representative Benn.

REP. BENN: Thank you, Madam Chairman. [|'d just |ike
to quickly go back to the notion of the Capital Budget. W
all know that when soneone submts a request in the Capital
Budget, often it takes several years. | woul d suggest that
along with the policy that Representative Eaton was j ust
tal ki ng about devel opi ng what's needed | egislatively, |
woul d also try to submt sonething to the Capital Budget
this year to give a scope of what is anticipated for. |
know you have the $2 million, but it's a |lot nore than that
and it may take a few years to get it. The earlier you get
the scope into the Capital Budget, the request, the better
chance you'll have of acconplishing the task

MR. BARTHELMES: |'d be nore than happy to do that.

CHAl RAMOVAN WALLNER: Thank you. Further?
Representative Wyl er.

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

REP. EATON: Second.

CHAl RWOVAN WALLNER: Representative Wyl er noves we
pl ace the report on file, and Representative Eaton seconds.
Al in favor? Any opposed?

**x  {MOTI ON ADOPTED}
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CHAI RMOVAN WALLNER: Seei ng none, we'll place it on
file and release it to the public. Thank you.

MR. BARTHELMES: Thank you.

CHAIl RWOVAN WALLNER: Thank you very nmuch. We probably
wi Il need an additional neeting in Novenber, but at this
point we don't -- at this point we don't have the exact
date pinned down. So stay tuned. Okay. Keep your cal endars
open. Okay.

REP. EATON: Don't go too far on Thanksgi vi ng.

CHAl RWOVAN WALLNER: Yes, don't go too far. Meeting
adj our ned.

(Adj ourned at 1:04 p.m)
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