CAPI TAL BUDGET OVERVI EW COW TTEE
Legi slative Ofice Building, Room 201
Concord, NH

Tuesday, May 10, 2016

MEMBERS PRESENT:

Rep. Gene Chandl er, Chair
Rep. John d outi er

Rep. Davi d Dani el son

Rep. Frank Byron

Rep. Mark M Conkey

Rep. Marjorie Smth (At.)
Sen. David Boutin

Sen. Nancy Stiles

Sen. Gary Daniels

Sen. Lou D All esandro

(The neeting convened at 10:29 a.m)

(1) Acceptance of Mnutes of the March 30, 2016 neeting.

CHAI RVAN CHANDLER: Good norning. W will open the neeting
of the Capital Budget Overview Commttee. First itemis
acceptance of mnutes --

*x REP. DANI ELSON: So nove.

CHAI RVAN CHANDLER: -- of March 30'", 2016, neeting.
Represent ati ve Dani el son noves we approve them seconded by
Senator Stiles. Are there any questions? Discussions? All
those in favor say aye? pposed no? The notion carries.

***  {MOTI ON ADOPTED}

(2) A d Business:

CHAl RVAN CHANDLER: 4 d Business. None.

(3) New Busi ness:




CHAI RVAN CHANDLER: New Busi ness. Item nunber 16-020, New
Hanpshi re Li quor Comm ssion. Good norni ng.

CRAI G W BULKLEY, Chief Operating Oficer, Financia
Managenent Divi si on, New Hanpshire Li quor Conm ssion: Good
nor ni ng, M. Chairman, Menbers of the Commttee. My nane is
Craig Bulkley. 1'mwth the Liquor Conm ssion.

DENI S C. GOULET, Conmi ssioner, Departnent of Information
Technol ogy: My nane is Denis Goulet. [I'mw th DolT.

MR, BULKLEY: This norning we are before you to request to
take a sum of noney out of the noney that's been allocated for
our NextGen Project and apply that to consultants that we want
to hire. The actual consultants are BerryDunn. They have been
working with us at the beginning of the project to identify our
busi ness requirenents, and then they assisted us in helping to
wite the RFP itself. W have identified a vendor. W are
negotiating a contract with themcurrently. And we feel at this
poi nt that because of the potential inpact to |liquor revenue,
this project needs independent oversight and managenent. And we
want to hire project nanagenent professionals to help us.

These consultants would hel p us with providi ng continuous
proj ect oversight, devel opi ng i n-process docunentati on,
navi gating the procurenent process with a vendor, user
acceptance testing, training oversight, and basically managi ng
the process fromstart to finish. W feel it's inportant to have
an i ndependent body, if you will, hel ping us through this
pr ocess.

CHAl RVAN CHANDLER: You can nention the anount.

MR. BULKLEY: The amount is 1 mllion,
al t hough -- al though --

CHAI RVAN CHANDLER: Got to get to it sooner or later.

MR, BULKLEY: -- we're not sure exactly whether we'll spend
all of that. But | just don't -- | don't want to be in a
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position where we're getting down to the wire. We figured this
is about a 24-nonth project. So they would be with us for that
period of tine.

CHAI RVAN CHANDLER: The only thought | had fromthe
Committee, and | don't really care this nuch about it, but do
you think it's a good idea? Should we get a report back from
themin six nonths or sonething in our fall neeting? Do you
care anyone?

SEN. D ALLESANDRO | think we should. We should get a
progress report, particularly based on the fact it's going to be
a 24-nmonth deal. You ought to set sone kind of a chart up where
you're going to be at after six, where you're going to be after
12, where you're going to be after 18, where you're going to be
when it's finished. And --

CHAI RVAN CHANDLER: Just submit that.

SEN. D ALLESANDRO. -- submt that to the Commttee.

CHAI RVAN CHANDLER: To the LBA

MR. BULKLEY: We'd be happy to do that for you.

CHAI RVAN CHANDLER:  Yes.

MR, BYRON: Question for you. Does the Liquor Comr ssion
have its own separate IT function that will also participate in
this?

MR. BULKLEY: No, we are part of DolT, and I'Il let the
Comm ssi oner of Dol T explain that.

MR. GOULET: Yes, we have IT folks who are
involved -- heavily involved in this project, have been, and I
agree with Director Bulkley that, you know, with the size and
scope of this project, | think having that oversight wll really
i nprove the transparency and accountability of this project. It

will keep us -- help keep us on track and make sure we know if
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we are going off track. So that's -- we can adjust the course as
we go.

As part of the overall project team we have identified a
three-tier governance nodel for this project, which is typical
of a very large project |ike this where you have executive, and
a md-level managenent, and then, of course, the day-to-day
project |eadership. DolT and Liquor will participate in al
three |l evels of governance to drive accountability and
deci si on-making. And | agree having a report, regular reports.
That's part of what we hope to get out of this so that, again,
that transparency into what's going on in the project.

MR. BYRON: Fol | ow up.

CHAI RVAN CHANDLER: Shoul d this be quarterly?

CHRI STOPHER SHEA, Deputy Director, Ofice of Legislative
Budget Assistant: Well, | was going to ask for clarification
fromthe Committee. How often do you want a report fromthis
group? You can do it quarterly, you can do it every six nonths?
They said it's a two-year project.

CHAl RVAN CHANDLER: | don't want it to be a burden but
quarterly?

REP. DANI ELSON: Quarterly be good.

CHAIl RVAN CHANDLER: Quarterly sonething you can function
with, a quarterly report?

MR. BULKLEY: We're going to be getting reports from
BerryDunn on a regular basis so that should not be a problem

CHAI RVAN CHANDLER: Yes, further question?

REP. BYRON:. You suggested there's going to be a governance
nodel. Is that a teamof individuals you're going to hire, a
teamyou're going to hire to report to DolT, are they going to
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report to Liquor Comm ssion or are you going to set up sone
ot her type of functions?

MR. GOULET: They'll report to the executive |evel of the
governance group which is a teamof nyself and the |iquor
| eader shi p.

REP. BYRON: Thank you.

CHAI RVAN CHANDLER: Yes.

REP. DANI ELSON:  Thank you, Chairman. In discussions with
Division I, | believe you said that there was, | don't want to
put words in your nouth, but I thought you inplied the nonies
t hat have been allocated for the POS project are there.

MR. BULKLEY: Yes, they are.

REP. DANI ELSON: Does this mllion dollars come out of that?

MR. BULKLEY: Yes.

REP. DANI ELSON: It does.

MR. BULKLEY: Yes.

REP. DANI ELSON: Are you going to have enough noney wthin
two years to pay for that entire project?

MR, BULKLEY: Based on what has been quoted initially by the
vendor, yes. Do you typically run into i ssues where you have to
have sone additional custom zation over the course of the

project or over the course of the next few years? | anticipate
that we probably will, because we won't -- we won't cover
everything. We'll cone up with some things that have to be done

that we didn't realize that we didn't know at the begi nning.

So nmy expectation is we nmay have to ask for additiona
noney, but we now have somewhere in the vicinity of 14 to 15
mllioninthis -- in this project. So we're hopi ng and
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expecting that we woul d have enough, certainly, to get through
to the inplenmentation stage.

REP. DANI ELSON: Thank you, Chair.

CHAI RVAN CHANDLER: Representative Smth.

REP. SM TH. Thank you very nuch, M. Chairman. In our
packet we have 16-023, which is the Adm nistrative Services
Publ i c Wrks dah, dah, dah, dah, dah report. It's the | ast
volunme in the packet. If we go to Line 77, although the initial
$10 million that you note in your presentation isn't in here,
the additional 5.136 mllion is. And just as | go down the line
| get alittle nervous. Maybe | have no reason to be. Maybe M.
Shea will tell nme I'"'mnot reading this correctly. But |'m
just -- particularly since you said that as we all understand it
m ght end up costing nore than you think, of the fifteen one
hundred thirty-six -- 15,136,000 that you' ve gotten -- we could
round that to 137,000. Tell ne about these nunbers.

MR. BULKLEY: I'm --

REP. SMTH M. Shea.

MR, SHEA: Just for the Commttee's purpose, it's Page 15.
There are two rows 77 in this report.

REP. SM TH. Onh, sorry.
MR, SHEA: So Page 15 of 23, Row 77.

REP. CLOUTI ER. Everybody should have gotten it in their
packet s.

REP. SMTH Let ne ask. As you |ook at these nunbers, and
as you |l ook at what you plan -- that you plan to take a mllion
fromthe original 15 mllion up to a mllion to do this, is
there anything in this report that would make you nervous about
your ability to have enough noney to conplete the project and
including using up to a mllion for oversight and managenent ?
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MR. BULKLEY: And at the present tinme | would say no.
The -- the quote that has cone in is very nanageabl e gi ven what
we're dealing with here and trying to take sonewhere between
ei ght hundred and 900, 000 for consulting services, | don't -- |
don't see an issue. Certainly, as we nove forward, as we're
getting closer to the end of this project, if we feel as though
we're going to need additional noney for sonme custom zation into
the future, then we woul d cone back during the next biennium
budget cycle.

REP. SM TH. Thank you. M. Chair, | guess I'll say this to
you, and it's really presunptuous of nme since | amjust filling
in, but beginning this with the understanding that, of course,
you just cone back and get any nore noney if you need it makes
me nervous. That's all | want to say. Thank you.

CHAIl RVAN CHANDLER: Wl |, we expect they won't. How s that?

REP. SMTH. That is just what |I |like to hear, M. Chair.

CHAI RVAN CHANDLER: Representati ve M:Conkey.

REP. MCCONKEY: Thank you, M. Chairman. Gentlenen, |
under st and t hrough the process that the Liquor Conm ssion is the
bi ggest user of the Point of Sale, the need to have this
function correctly and so forth. Wth the use of the consultant
and bringing in the consultant firm | assume anything that's
found won't be proprietary with your Departnent and woul d be
shared across all the other departnents for other operations
where we are using or wll be using nore point of sale?

MR. GOULET: | can take that. Thank you for the question.
To the extent that it's reasonable, this is a target solution
for this type of business. So, you know, in each case, one of
the things that I'mtrying to drive nowis a concept called
Enterprise Alignnment, which really goes to exactly what you're

talking about. It's not -- looking for reuse in every case. It’s
al so potentially driving reuse, not just on new things, but
| ooking at our current -- | have a good size list, nyself and

Comm ssi oner Quiram have a good size list of things that we can
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| ook at over time and align so that we're, you know, we're

| everagi ng our purchases the best possible way. In fact, the
technol ogy behind the proposed liquor solution is actually the
same technol ogy that the underlying technology that's going to
be used for DW systemas well. So there's sonme alignnent
there. But froma skill set alignnment, the product itself is
different. But the underlying technol ogy, which is a good thing,
because the small est nunmber of technol ogies we have to support,
you know, it hel ps us noderate cost. The nore different things
we have that drives costs in the wong direction.

REP. MCCONKEY: Thank you.

MR, GOULET: You're wel cone.

CHAI RVAN CHANDLER: Representati ve Dani el son

REP. DANI ELSON: A concern actually just triggered with that
response. Technology in itself over the next two years wl|
definitely change, one assum ng, since technol ogy changes every
180 days or so it seens, but the technology will change. Wthin
two years we're saying we are going to have this project done.
There will be sonme nodifications. The issue with the Liquor
Commi ssion is profitability. And we want to nmake sure -- and
this systemis supposed to help that profitability. My concern
is with the changing of technology in two years fromnow are we
going to have today's technology is going to be driving that
system or you going to have an updated technology in two years
fromnow? And then my concern conmes back, M. Chairnman, to the
budgeting of it. How do we make sure we stay on top of that?

MR. BULKLEY: The equipnent, if you're referring to that
technol ogy, is not going to be purchased until we're ready to
install it in the stores. So the first year | would expect we'll
be involved with actually getting the software ready, getting
everything ready to go and we woul d purchase that, the hardware,
as close to the point of inplenentation as possible.

You're right that it changes frequently, constantly. So we

have | earned that we have to budget every few years to repl ace
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some of the hardware. Some of it lasts quite a while. The
current POS Systemthat we have in place was installed in 1998.
So we've gotten our noney's worth out of it. And we've reached a
poi nt now where the sophistication of POS software that's out
there will be a great enhancenent to our ability to conduct

busi ness, loyalty cards, loyalty prograns, things that we can't
do now that a lot of national retailers can do, we will be able

to do. But it will be an ongoing evolution fromthe standpoint
that as equipnent is outdated or is obsolete, it will be

repl aced with equi pnent that will be conparable but will be
current.

REP. DANI ELSON: Fol | ow up.

CHAI RVAN CHANDLER:  Furt her questi on.

REP. DANI ELSON: Understand. Equipnent is fine, we're also
tal ki ng about the software technology will be advancing as well
and that's the concern | have. |Is that when you tuck in
consultants that usually is — Senator D All esandro was referring
to — that can be a never-ending -- never-ending solution. That's
a fear, | think, all of us would have.

MR. GOULET: And that's a good question. The advantage of
the underlying platform which is Mcrosoft Dynamics, it's a
go-forward product for Mcrosoft. And it's being depl oyed and
bei ng advanced so we are not painting ourselves in a corner from
a software technol ogy perspective. Quite the opposite. This

has -- this Dynam cs has been out for, | want to say, ten years
now. And it's -- it continues to evolve and becone nore
sophisticated, and it's a nice revenue streamfor Mcrosoft. So
| expect that, you know, | expect that will continue, and it's a

good bet that we will not be painted into a corner froma
software technol ogy perspective.

REP. DANI ELSON: Thank you, sir. Thank you, Comn ssioner.

CHAI RVAN CHANDLER:  Mdtion? Ch, question.
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SEN. D ALLESANDRO Thank you, M. Chair. There are 17
control states in the United States. So each of you has
sonething in comobn wth one another. It would seemto ne one of
the things we ought to strive for is working with the other
control states in terns of utilization of the product. Maybe we
could sell the product to them because we are all working, you
know, in the sane vein. Little, little differences, but with 17
users who are in a controlled environnent we have a -- we have
an audi ence that we could work with in ternms of noving our
product. Tal k about the second sale, and that's what | envi sion.
If you get something that -- that's perfected at this level, the
ability to nove it to another environnent nakes sense. And if
M crosoft is going to be the base, it's a universal product. So
it -- 1 think that nmakes a | ot of sense.

In terms of the tweaking, this stuff has to be tweaked. And
if you re going to custom ze it specifically for your operation,
you're going to nmaintain the code because you' re going to nake
the adjustnments. |I'massunming that IT, our IT, will make the
significant adjustnents, because you're going to have to nmanage
it going forward. Soneone is going to have to manage it goi ng
f orward

MR. BULKLEY: That's correct.

SEN. D ALLESANDRO You're going to have the source code,
going to have to work with it. But all of this makes for the
ability to nove that product around. And, as | said, there are
17 others who could use it and everybody's | ooking to get -- get
the nost out of their investnment. So it seens to nme it makes
sense.

CHAI RVAN CHANDLER: Representative Smth.

REP. SM TH  Thank you very nmuch, M. Chairman. Wuld we
own the product or are we |licensing the product? | nean, are
we -- do we have the right to use it under a |license?

MR, BULKLEY: We would be |icensed, yeah.
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MR. GOULET: Yes, we woul d be |icensed.
REP. SMTH. So followi ng up on --

CHAI RVAN CHANDLER: Furt her questi on.

REP. SMTH If | could, follow ng up on Senator
D Al |l esandro' s perceptive question or statenent, would we under
a license have the ability to then extend that |icense -- that
right to that license to the other 16 states?

MR. BULKLEY: | would guess that if another state wanted to
purchase the sanme systemthat they'd have to purchase a |icense.
But | think where the Senator was going was if we do any
custom zation that is relevant to a control State's situation
that that custom zation we would -- we would own, we would have
devel oped, and we woul d be able to share, not necessarily free
of charge, but we would be able to share with others who have a
simlar business to New Hanpshire.

CHAI RVAN CHANDLER: Representative Byron.

REP. SM TH Thank you.

REP. BYRON. Are you sure of that, because ny experience in
a different type of industry is that as the normal course of
events you custom ze your software to match the needs of your
particular industry, but you are under obligation that that
software still stays in the possession and control of the
conpany that produced it, and even that includes the
cust om zati on.

MR. BULKLEY: Well, I'mthinking nore along the |ines of
this is going to be like a SQL Server type of situation as far
as the database. And if we devel op reporting requirenents or
ot her methods that we use on a regular basis to operate the
busi ness, we devel op those through devel opers that work for
Dol T, that we would -- that would be ours. And if another state
was interested in using that sanme software that we -- not
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software but the reports that we did, that we could -- we could
mar ket t hat

CHAl RVAN CHANDLER: 1'll admt, | don't have a clue what
you're tal king about all this stuff. 1'Il admt that. But |
sense we are getting a little off track what we're approving
here. That's all. If we need further discussion or sonething on

what's going to happen |ater on --

*x SEN. D ALLESANDRO | woul d nove approval.

SEN. BQUTI N: Second.

CHAI RVAN CHANDLER: Senator D Al l esandro noves approval of
i tem nunber 16-020, seconded by Senator Boutin. Are there any
nore questions or discussions? |If not, all those in favor say
aye? Opposed no?

***x  {MOTI ON ADOPTED}

CHAI RVAN CHANDLER: And we don't need to make it fornally,
but just if you could submt quarterly reports on that.

MR, BULKLEY: 1'Il work with Chris.

CHAI RVAN CHANDLER: Thank you very nuch

MR. GOULET: Thank you.

CHAI RVAN CHANDLER: The next item 16-024, Departnent of
Resour ces and Econom c Devel opnent. Any questions? You need to
hear anyt hi ng?

*x SEN. D ALLESANDRO Mve the item

SEN. BOUTI N: Second.

CHAI RVAN CHANDLER: Senator D Al |l esandro noves, seconded by
Senat or Boutin. Representative MConkey has a question of the
Depart nent .
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REP. MCCONKEY: Yes.

CHAI RVAN CHANDLER: Okay. | guess Comm ssioner Rose is here
and ot hers.

JEFF ROSE, Conmi ssi oner, Departnment of Resources and
Econom c Devel opnent: Good norning, Menbers of the Commttee.
Jeff Rose, Conmi ssioner of the Departnent of Resources and
Econom c Devel opnent.

REP. MCCONKEY: Thank you, Comm ssioner. Thank you, M.
Chairman. The -- I'm-- | have just a couple quick questions, if
you could, for information. Tal king about 2016 Capital Request.
From the docunment |'mreading here dated May 2" by yoursel f, and
I'mon Page 4 under Cannon's 2016 $350, 000 Capital Request and
an iteml just was |ooking for some information. You can get
back to ne on it. 75K for a septic overflow systemrevisions at
the sutmmit. I'"mjust -- if you could just get back to ne another
time and tell nme what a septic overflowis.

And second -- ny second question is on Page 2 on Mttersil
Project Update, itemthree near the bottom of the page. New
conpressor, new dam pi pe, hydrants, guns, so forth. There was a
new damthat was built. | don't knowif it was this facility or
somewhere el se on Cannon. It was constructed, deconstructed,
reconstructed but never used. |Is that because that part of that
proj ect has been built and you're waiting for other inprovenents
and then you'll nove to inpoundment or is that -- is that dam
not part of your project?

MR. ROSE: Wuld you like ne to respond now or would you
like me to have a conversation offline?

REP. MCCONKEY: |If we could have a conversation |ater, but
I'd like to know the outcone of that damand if it's still
vi abl e as being part of your project.

MR. ROSE: Happy to do so.
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REP. MCCONKEY: Thank you.

CHAI RMAN CHANDLER: Senator Stil es.

SEN. STILES: Thank you. And thank you for coming in. Can
you just tell nme where does all of the revenue cone fromfor the
Cannon Mountain Capital |nprovenment Fund?

MR. ROSE: The revenue to pay the bonds for the Cannon
Mountain Capital |nprovenent Fund conmes fromthe | ease paynents
from Mount Sunapee State Park. Excuse ne, Munt Sunapee Ski
Ar ea.

SEN. STILES: Thank you

CHAI RVAN CHANDLER: And percentage of the proceeds
above -- | nean, | guess you -- there is a | ease amount plus a
per cent age.

MR. ROSE: Correct, yes. There's a base paynent and 3% of
the revenues fromthe | easing of Mount Sunapee.

CHAI RVAN CHANDLER: Any ot her questions? |If not, the
guestion before us is the approval of 16-024. Al those in favor
say aye? Any opposed? The notion carries.

**% {MOT| ON ADOPTED}

(4) M scell aneous:

(5) Infornational:

(6) Date of Next Meeting and Adj ournnent:

CHAI RVAN CHANDLER: Everything else is Informational. Does
anyone have any question on any of the itens that's
I nf or mati onal ?

Ckay. | think we have set another neeting for Tuesday,

June 14'" at 10:30. So if you can make the first one, you shoul d
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be able to nake the second one. W will recess until June 14'" at
10: 30.

(The neeting recessed at 10:53 a.m)
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