LEQ SLATI VE PERFORVANCE AUDI T AND OVERSI GHT COW TTEE

Legislative Ofice Building, Room 212
Concord, NH
Wednesday, Septenber 11, 2019
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1.

Chai rman: Ckay, call the neeti

John Reagan, Chair
Jay Kahn

Bob G uda

Lynne Qber

Ri chard Barry

Mary Jane Wl | ner
Davi d Huot

(The hearing convened

Acceptance of the June 12,

JOHN REAGAN, State Senator,

at 11: 00 a. m)

2019 neeting m nutes

Senate District #17 and

ng to order. Can |

have a notion on the m nutes of June 12t h?
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** LYNNE OBER, State Representative, Hi |l sborough
County, District #37: Move to approve.

DAVI D HUOT, State Representative, Bel knap County,
District #03: Second.

CHAl RVAN REAGAN:. Second. Any additions, deletions,

corrections? Al those in favor? Opposed? Not hing.

*** [ MOTI ON ADOPTED}

2. Current status of ongoing performance audits

3. Vote on Draft Scope Statenent

CHAI RVAN REAGAN: Current status?

STEPHEN SM TH: Good norning, M. Chair, nenbers of
the coonmttee. For the record, Steve Smth, LBA
audit director.

Just since this commttee nmet |ast the

fiscal commttee did approve the four topics that
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this coommttee approved at the |ast neeting, so they
are now officially in your queue.

In ternms of ongoing audits, the Bureau
of Voc. Rehab scope statenent you approved | ast
neeting, we are in the mdst of fieldwrk, |ooking at
case files, doing regional office visits, et cetera.
Conpl etion for that we're | ooking at probably the
February tinme frame to present to fiscal.

The Li quor Conm ssion, Division of
Enf orcenent and Licensing, the scope statenent you
will be considering here in a nonent, planning is
near conpletion and fiel dwrk has begun, and that's
roughly around the sane tine franme that we're | ooking
at, the February tine franme for the conpletion of
that audit.

The four topics, I'll just nmention them
that were approved | ast neeting, Departnent of
Adm ni strative Services, Ofice of Cost Containnent,
Heal th and Human Servi ces, Sununu Youth Service
Center, the Board of Dental Exam ners at OPLC and
O fice of Profession Licensure and Certification as a
whol e.

No work -- we have not begun any work on
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those topics as of yet. |If the commttee has any
prioritization they'd like us to do, we would be open
to that, and I would like to rem nd the commttee of
Senator Guda's e-nmail that he circulated early in
August outlining his desired scope in consultation
with OPLC, which is broader than what we di scussed or
what we took away from | ast neeti ng.

So if the commttee may wish to revisit
that, and Joe Shoemaker fromthe OPLCis here to
answer any questions that you m ght have, so. That

concl udes ny comments.

REP. OBER: | would |ike to see the Sununu Center
pushed to the top of that queue of four that we have
for a variety of reasons, and | think
Representative Wallner will also agree with ne that
whi | e nost of these guide us on financing, the
senate, so he's probably equally as aware, as is
Representative Huot, for why we m ght want to nove

that one up to the top of the list.

CHAI RVAN REAGAN:  Ckay.
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ROBERT "Bob" G UDA, State Senator, Senate District
#02: On the OPLC audit, Director Grosso was not abl e

to be here, but he sent ne an e-nmail, copies of which

| have to circulate to nmenbers of the commttee.

REP. OBER. COh, good, thank you.

SEN. G UDA: And also to you and your staff, so just

take a bunch and hand themoff. |[|'mgoing to go
ahead and read through it just hitting the
hi ghl i ght s.

| worked with himon the PDWVP at | ength,

in fact, we're getting ready to have a summt fo

potentially setting paraneters for any access to

r

that, very restricted. Started to becone part of

| egislation, | severed that, so we said we're go

i ng

to have a summt, all the players get together and

tal k about it, that's com ng up soon.

But OPLC is -- has a huge workl oad
"Il just allow you to read through it, but | th
he's got 33 agencies, 33 boards that he's got to
oversee. There is really not nmuch in the way of

standardi zati on of rul emaking for the agencies,

i nk

and

And
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you deal with the personalities and the persona of
each profession, sone of which are a little prickly
when they have oversight, and so there are a | ot of
I ssues here at stake.

And so he is requesting, and using this
docunent, an audit, a lot of tines they're not
wel cone, but in this case he's very, very happy.
Because as the new director, it would be a very good
tool for himto have to really reshape that agency
and nmake it work the way it's supposed to.

There are a lot of inefficiencies, sone
of that m ght be staffing shortages, it m ght be
equi prment shortages, but those things need to be
ferreted out and a good analysis of how it perforns
its function or doesn't presented, and he's very
happy to have that done and hel p himreshape that,

because that was the purpose for which he was brought

In.

CHAl RVAN REAGAN:  Ckay.

SEN. 3 UDA: Anyone fromthe floor want to say
anyt hi ng?
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MR, SHOEMAKER: |'m here to answer any questi ons.
Again, Director Gosso is traveling this week, |I'm
happy to be here to represent him | think your
comrents captured our position very well. [It's been
a challenge. |1've been with the OPLC for about three

years now.

SEN. G UDA: He's only 28.

MR. SHOEMAKER: The agency was creat ed
approximately five years ago, SO as you've nentioned,
just due to different challenges it's been very
difficult up to date until nowto make it go through
resource-w se al one, to nmake sone of these

assessnents, and we think the LBA audit will help us.

CHAI RVAN REAGAN: Ckay, you'll get it.

REP. OBER: M . Chai r man.

CHAl RVAN REAGAN:  Yes.
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REP. OBER: One of the mmjor problens for the
OPLC --

CHAl RVAN REAGAN:. | don't want to tal k about it.
They're going to -- the auditors are going to cone

back with a scope statenent and take it up.

REP. OBER. Well, it is sonmething | wanted put in

the scope statenent.

CHAl RMVAN REAGAN:  Ckay.

REP. OBER: And | don't renmenber if it was in
Senator Guda's e-nmail or not, but is the fact that
every board has legislative differences within the
state law that the OPLC bunps up against, so | would
want the scope statenent to give us either a sunmary
or an idea how we coul d standardi ze our vote. That's

all I wanted to say.

CHAl RMVAN REAGAN:  Thank you.

REP. OBER: You're wel cone.
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JAY KAHN, State Senator, Senate District #10:

M. Chairman, one of the reasons we asked for this
audit was to perhaps give sone |egislators, us and
others, sone insight into |legislation that m ght be
hel pful to the departnent in this com ng session.

| suspect that the scope that the
departnment is going to cone back with is going to be
so broad that that's not going to be likely. Just --
It's what occurred to me when | saw the -- and tal ked
to the new director about his desire.

| don't know if there's a way to triage
t hose thoughts, maybe you coul d take that topic back,
and as you work with the LBA staff you can see if
there's a tier of topics that mght informthe
|l egislature a little bit better.

| think we were | ooking for those things
that would be netrics and give us a better sense of
volunme of licensing that's taking place in different
departnents, and maybe that's sone first cut that

m ght be able to be shared prior to January.

CHAI RMAN REAGAN:. Watch for the scope statenent

Duffy & McKenna Court Reporters, LLC
1-800-600-1000




© 00 N O o b~ W N P

N N NN B P R R R R R R R
W N P O © 0 N O U M W N B O

10

comng to a theater near you soon. Vote on the draft
scope statenent for the Liquor Conm ssion Division of

Enf orcenent and Li censi ng.

MR, GRADY: Good norning. For the record, | am
Steve Grady, | amthe in charge auditor for the
| i quor conm ssion's division of enforcenent and
i censing performance audit. Do you have any
particul ar questions for ne about the scope, or would
you like me to wal k through the scope in sone |evel

of detail? Do you have a preference?

MARY JANE WALLNER, State Representative, Merrimack
County, District #10: Walk through it.

MR, GRADY: Certainly. On page 1 we provide a
little bit of background about regul ation of
al coholic beverages in the state. W talk alittle
bit about the managerial framework that exists at the
comm ssion and the division. W found strategy and
pl anning, while integral to effective managenent
control, was done on an ad hoc basis at the division,

and the division principally |lacked a strategic

Duffy & McKenna Court Reporters, LLC
1-800-600-1000



© 00 N O o b~ W N P

N N NN B P R R R R R R R
W N P O © 0 N O U M W N B O

11

di rection fromthe comm ssion.

We al so found there were no plan or
guantifiable goals or objectives clearly tied to
state strategy related to reduction of al cohol abuse
In the state.

On page 2 we discuss the organi zation of
the division. In June of 2019 there were 44 full and
part-tinme positions wthin the division. The
di vision was divided into two sub el enents, the
adm ni strative conponent and the field operations
conponent .

Under the enforcenent section on page 2
we describe a little bit about field enforcenent
activities. These were the |iquor investigators,
police officers, if you wll, policing conpliance
with statutes and | aws.

Bottom of the page we talk a little bit
about licensing and auditing. W note there 44
i cense types established in statute or rule, with
al nrost a hundred different subtypes either in rules
or practice.

Approxi mately 5,500 establishnments were

licensed in May. Approximtely 500 new |icenses are
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added to the license list every year. On page 3 we
di scuss education and outreach a little bit.

Educati on and outreach, both conponents
of the division, carry out both functions, and they
do that to be critical to ensuring the conpliance
with statutes and | aws.

Towards the bottom of page 3 we talk a
little about prior audits. The comm ssion has been
subject to prior audits, and we found m xed responses
with mtigating or addressing prior audit findings.

Qur scope, we expect to -- we are asking
for approval today, is did the division of
enforcenent and |licensing effectively and efficiently
regul ate al coholic beverages during state fiscal year
2018 and 2019.

We do describe sonme of the nethods we
plan to use, and we al so note on page 4 they w |
exam ne el enments of their processes outside the audit
period, and if we find it necessary, we wll also
exam ne processes outside the division, that is the
comm ssion processes, to the extent that they effect
the division operations

We do have sone excl usions on page 4.
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We're not going to | ook at tobacco enforcenent and
regul ation, we're not going to |ook at grants or
contracts, we're not going to look at the controls
over the IT systens unl ess they hinge directly on
sonething we're working on, and we'll also work in
concert with the financial audit that will be ongoi ng
to be sure we also don't duplicate effort, and we
expect to report out on this project in approxi mately
Mar ch of 2020.

CHAl RMAN REAGAN. Questions?

REP. OBER:. There are two things, one of is, to ny
way of thinking, there was a question m ssing that
should be in the scope, and that would be could
anybody in their right mnd effectively enforce the
m shmash of |iquor |aws that we' ve given them
subj ective from neeting not es.

But | was concerned since 2013 they have
six in the process of being resolved in the
observations fromprior audit. Are we even going to
| ook at whether that is a realistic result, or should
t hose have been -- and nmake a judgnent as to whet her

t hose shoul d have been resolved in the intervening
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six years? There's no sense of doing this if they
just say, well, we'll say it's in process and we

don't do anything for six years.

MR, GRADY: The procedures we typically apply to
prior audit findings when they relate to a conponent
of an ongoing audit is to basically disassenbl e what
we had earlier found and what we had earlier
recomended to see whet her the agency that had
recei ved those recomendati ons had addressed them and
had they effectively addressed them and have they
noni tored the i nplenentation of their changed
practices to insure that they were effective.

So we wll be going through those prior
audit findings and | aying those out in sone |evel of
detail and |ike whether they actually fixed it, and
whet her they fixed it well, fixed it maybe okay,
didn't fix it at all, it's not effective, and we'l]|

be opining on all of that.

REP. OBER: And whether it should have taken six

years to fix it.

Duffy & McKenna Court Reporters, LLC
1-800-600-1000



© 00 N O o b~ W N P

N N NN B P R R R R R R R
W N P O © 0 N O U M W N B O

15

DAVI D HUOT, State Representative, Bel knap County,
District #03: Yeah, right.

MR. GRADY: We'll have a discussion with them on
that. Typically when we ask why sonet hing hasn't
happened of an agency, they may cone back with
priorities or staff resources, or whatever. W'l|
take a |l ook at that, and we'll provide that
I nformation as well.

Whet her we opi ne specifically on whether
sonet hing was tinely addressed, sone of these things
seem | i ke maybe they shoul d have been addressed a
while ago, | wll agree with that prelimnarily;
we'll do sone work to establish that.

But beyond that | have not seen a plan
that set a specific date for their renedi ati on of
t hese things, and as a consequence, it would be a
little bit subjective on our part to say whether they
shoul d have done a better job, be nore tinely or not
be nore tinely.

But, again, we'll investigate that fully

before we get to a final report.
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REP. OBER. Well, no, because | know how many nore

peopl e we've given liquor, and | know M. Mllica h
been reappointed, so it's now at least his fifth ye
If not his sixth year. So there are just sone
concerns | have given those two facts, because we
dunped people into himvia the budget process.

Soit wll be what it is, John. | ne
you can't hold their feet to the fire, | understand
where they're comng from but |I'mnot sure that

we're going to get it.

CHAl RVAN REAGAN:. Representative Wl l ner.

REP. WALLNER: | was just wondering why the

as

ar

an,

deci sion was nade or where it was nade, naybe it was

made right here, about not | ooking at the tobacco

enf or cenent .

MR GRADY: W discussed it with the requester,
initial requester, and vetted it through the
requester, and we al so exam ned ot her concerns that
had been expressed about the conm ssion and the

di vision specifically. And the majority of the

t he
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publicly stated concerns, whether it was through a
| egi sl ative hearing process or in other venues,

related to liquor related enforcenent concerns.

So that is why we have accepted a little

bit of risk there by stating we're not going to | ook
at tobacco enforcenent, because we want to spend the
time that we do have available to us focusing on the

stated priority concern, if you wll.

REP. WALLNER:  Thank you.

CHAl RVAN REAGAN:. Representative Barry.

Rl CHARD BARRY, State Representative, Hillsborough
County, District #21: Thank you. |'m assum ng under
auditing, if this comm ssion has 44 types of them and
sone are never used, is there a way to conpare that
with other states that says that we've got seven, and

that was enough, wll that be part of it?

MR, GRADY: W haven't built out that conmponent of
work yet, we actually had a discussion with the

auditor is it possible for conplexity in the
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| i censi ng process this norning.

We still have sonme work to figure out
exactly what procedures we're going to apply at the
detail |evel on that particul ar conponent, but we are
going to be I ooking at the conplexity conponent of
the licensing and try to conme up with usable
recomendati ons for the comm ssion, possibly for the
| egi sl ature, as to how conplexity could be reduced,
and how possibly licensing could be sinplified, and
that m ght include reducing those | ow density |icense

types or elimnating them altogether.

REP. BARRY: M concern is barrier to entry,
because a whol e bunch of new beer manufacturers, w ne
manuf acturers, all kinds of things, and if these w nd
up being very specific and they are a barrier to
entry w thout any major reason for that control, that

woul d concern ne.

MR, GRADY: We woul d share those concerns, and we
have prelimnarily identified sone concerns al ong
those lines. W do see, again, sone of those | ow

density license types where there's nmaybe zero
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| i censees or one |icensee.

W do see a tendency to create a custom
or unique |icense type based upon a particul ar
establishnment's application or request for a |license,
which in one respect is reflective of good custoner
service perhaps on the division's part in ensuring
that that applicant gets a |license and they can
operate the way they envisioned it; on the other
hand, it does add to the license types and subtypes
that are out there that increases that conplexity
wi thout a really good reason, you know, descri bing
why the division did not fit that new applicant into
an existing license type. So we wll be parsing
those things out as best we can.

W will note that approximately 44 of
those license types are actually codified in
statutes, so sone of it does begin at statute;

however it does get anplified in rule and practice.

REP. BARRY: And if | may just follow up on the
various entries. | also believe they do not have a
one-stop shop. |If you want a liquor |icense, not

only do you have to go to the conm ssion, but you
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al so have to go to the city or town and the health
departnent, and there's sone confusion as to which
entity has control over which piece of it.

|s any of that -- would any of that be
reviewed so we can say we want to hel p people avoid

t he bureaucracy?

MR, GRADY: W are not | ooking outside the bounds
of the liquor's comm ssion's authority at this point.
If that's sonething you'd like us to do, we'd
probably have to exam ne to what extent other
regul atory authorities inpinge upon a licensee's
application.

As you stated, |I'msure the Departnent
of Health and Human Services group protection section
m ght have a role in that, the local health
I nspector. Any nunber of folks could have an effect
on a particular applicant's |icense application, but

we are currently limting it to Title 13 enforcenent.

REP. BARRY: Okay.

SEN. KAHN: Thanks, M. Chairman.
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So if I think of three headline stories
that relate to the Liquor Conmm ssion, one is rel ated
to $9,999 sales in multiple |Iocations, a second is
related to vapi ng products and deaths, and a third is
related to an I T contract that was recently cancel ed.

It doesn't sound like -- at |east the
| ast two doesn't sound like you're going to get to

t hem

MR, GRADY: | would say that's a fair statenent,

yes.

SEN. KAHN. And the first one | assunme you w ||

because it's a part of current statute.

MR. GRADY: We have examned it, and it is
I ncorporated into our field work at sone |evel, yes.
And whet her an observation specifically cones out on
that threshold and the comm ssion's activities
related to it or not is another matter, it's going to
be borne out by the evidence.
But | will note that the Departnent of

Justice has opined on that topic as well, so we are
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working within those limtations, or wwthin those

paraneters to understand that process.

SEN. KAHN. So, M. Chairman, this may not be the
body that is going to ask those questions of the
Li quor Comm ssion, but | think that the -- sone
transparency fromthe |l egislature on those two topics
of are we inspecting the vaping products? W've now
I ncorporated that into the tobacco statute, so what
type of inspection takes place.

And the -- and then the IT contract,

which | knowis a very large one, | knowis very
I nportant to the comm ssioners, and that we've
canceled it | guess causes sone concern of how do we
get back on track and what are we sacrificing in this

process.

CHAl RMAN REAGAN:. So this al nbst has begun a
subject of a different performance audit. Because
the danger is always as you start to develop the
scope statenent it gets broader and broader and

br oader.
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** REP. OBER Well, M. Chairman, if | mght. The
| T contract certainly is not part of enforcenent's
purview, so it wouldn't really be part of this.

| mean, you may have questions, but it's
not part of enforcenent. W can't blanme themfor
sonething that they really have nothing to do with.
To investigate themfor not being -- for having done
sonet hi ng that sonebody el se was responsi ble for.

That said, | would nove to approve the

scope statenent, M. Chairnman.

CHAl RVAN REAGAN. Motion to approve.

REP. HUOT: Second.

CHAl RVAN REAGAN:. Second. Any discussion? All

those in favor. Qpposed? The notion carries.

**% {MOT| ON ADOPTED)

CHAl RVAN REAGAN. Do we have any ot her business?

The neeting is adjourned.
(Meeting adjourned at 11:23 a.m)
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Pr of essi onal Reporter and New Hanpshire Licensed

Court Reporter, do hereby certify that the

foregoing is a true and accurate transcript of ny

st enographic notes to the best of ny ability,
taken at the place and on the date herei nbefore

set forth.
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