JO NT FI SCAL COW TTEE

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

Friday, June 24, 2016

MEMBERS PRESENT:

Rep. Neal Kurk

Rep. Kenneth Weyl er

Rep. Lynne Qber

Rep. Mary Jane \al | ner
Rep. Dani el Eaton

Rep. Richard Barry (Alt.)
Sen. Jeani e Forrester
Sen. Chuck Morse

Sen. Gary Daniels (At.)
Sen. Andy Sanborn

Sen. Lou D All esandro

(Meeting convened at 10:10 a.m)

(1) Acceptance of Mnutes of the May 20, 2016 neeti ng.

CHAI RMAN KURK: Good norning, everyone. Welcone to the
June 24'" 2016, Fiscal Conmittee neeting. Commissioner Meyers
and Senator Forrester will be a bit late so we will not be
taking up any of the Gateway to Work itens until they're both
here, unless sonebody has an objecti on.

That being said, let's begin with acceptance of the
m nutes, item nunber one. |Is there a notion?

*x SEN. D ALLESANDRO Mve the m nutes.

REP. OBER: Second.

CHAI RVAN KURK: Senator D All esandro noves, seconded by
Representative Ooher that the m nutes be approved. D scussion?
There being none, are you ready for the question? All those in
favor, please say aye? pposed? The ayes have it and the
m nutes are accepted.




*** [ MOTI ON ADOPTED}

(2) 4 d Business:

CHAI RMAN KURK: Under O d Business, we will delay, as I
i ndi cated before, Fiscal 16-087, which is Gateway to Work unti |l
both of those fol ks have arrived. Is there anyone who w shes to
take anything off the table? Then let's nove to item nunber
(3), the Consent Cal endar.

CONSENT CALENDAR

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

CHAI RVAN KURK: | have requests to renove itens 16-090,
091, 092, 093 and 098, |eaving Fiscal 16-100, 104, 107. Does
anyone wi sh to renove any of those three?

SEN. SANBORN: | apol ogize. State again, M. Chair?

CHAI RMAN KURK: The first five are renoved. The last three
are not. Does anyone wish to renmove any of the last three?

SEN. SANBORN: Can | renove 104, pl ease?

CHAI RMAN KURK: 104. Fine. So the motion -- | would
entertain a notion to approve the Consent Cal endar itens 16-100
fromthe State Treasury and item 16-107 from the Departnent of
Heal t h and Human Servi ces.

*x REP. OBER: So noved.

CHAI RVAN KURK: Moved by Ober, seconded by Senat or Dani el s.
Di scussion? There being none, are you ready for the question?
Al those in favor, please indicate by saying aye? Qpposed?
The ayes have it and those two itens are approved.

*** [ MOTI ON ADOPTED}
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CHAI RVAN KURK: W now turn to those renoved fromthe
Consent Cal endar on agenda item nunber (3). First, Fiscal
16-090, a request fromthe Departnent of Justice for
aut hori zation to budget and expend $59, 313,582 in O her Funds
t hrough June 30'", 2017. |s there discussion or a notion?

* * SEN. D ALLESANDRO. | would npbve the item

REP. OBER: Second.

CHAl RVAN KURK: The itemis noved by Senator D All esandro,
and seconded by Representative Qber.

SEN. SANBORN: M. Chair, | have a question

CHAI RMAN KURK:  Senat or Sanborn is recogni zed for a
guestion. Is there sonmeone fromthe Departnment who is in a
position to answer?

ANNE EDWARDS, ESQ., Associate Attorney Ceneral, Departnent
of Justice: Good norning.

CHAI RMAN KURK: Good norning. Thank you for being here.
Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chair. Ladies, thank you so
much for comng in and taking ny question today. | really
appreciate it. And | just m ght be confused so | guess |I'm
| ooking for clarity for us to kind of understand this.

When | | ook at the Menorandum of Understandi ng on Page 1
we are | ooking to substitute traditional |anguage, talking about
there's going to be orderly disbursenents and ki nd of changi ng
that to what | ooks to nme, unless |I'm m ssing sonething and |
very well mght be, that you're looking to essentially make one
| arge di sbursenent.

Qoviously, this is a trenendous anmount of noney and | think
DES is doing a great job, and you guys are doing a great job.
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But, clearly, |I'm always concerned about | arge chunks of noney
with what typically had some frugal accountability and checks
and bal ances with the di sbursenents, turning into kind of like a
waterfall send of $50 million. So can you help wal k ne through
it if I ammsunderstanding it?

KATHLEEN CARR, Director of Admi nistration, Departnent of
Justice: Good norning. Kathy Carr, Director of Adm nistration.
What happens is we receive a detailed invoice or detailed
expl anation of all expenditures on a regular basis. W' re able
to reconcile those with the NHFirst Financial System So we | ook
over those. W do not pay it. They're not going to get al

the -- the 81 mllion all at once. It will be disbursed on an
expendi ture basis only. So once we reconcil ed everything, we pay
them And we -- it could be nonthly or if there are other

expenditures, it may be a few nore paynents than that. But we
al ways reconcile it back to the financial systemto nmake sure
that it's -- it's part of the program

SEN. SANBORN: Followup, if I may, M. Chair?

CHAI RVAN KURK: Fol | ow up.

SEN. SANBORN: Thank you, ma'am | appreciate it. The
| anguage now we're del eting, quote, "The DQJ will reinburse DES,
at a mninmum on a quarterly basis for expenditures incurred.”
I would think that the | anguage that even based upon your
expl anati on would work. But you're either going to disburse
guarterly or on an as-needed basis. So that's how | guess |
don't understand why you're pulling that out of the MOU
docunent .

ATTORNEY EDWARDS: Anne Edwards fromthe Attorney General's
Ofice. Wll, that's actually the replacenent | anguage. So
1(A)D, it's deleting the existing paragraph D and replace it
with. And so the |anguage that's being replaced is DQJ wi ||
rei mburse DES, at a mninum on a quarterly basis for
expendi tures incurred.
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SEN. SANBORN: And so ny apologies, if that's what |'m
m sunder st andi ng. What are you taking out? What is the
repl acenment ?

ATTORNEY EDWARDS: So it's -- what it's changing,
actually --

SEN. SANBORN: | guess --

ATTORNEY EDWARDS: | assune you have the whole set. If you
go fromthe page we were just tal king about, 1, 2, 3, 4 nore
pages, the MU shoul d be attached.

SEN. SANBORN: That puts ne at 091. Maybe we go backwards.

CHAI RMAN KURK: No, it's the page before 091

SEN. SANBORN: Ckay.

ATTORNEY EDWARDS: And so on the bottom of the first page
of the MOU is the existing paragraph D, which runs over to the
top of Page 2.

SEN. SANBORN: Ckay. You're going strictly on a quarterly
basis to, at a mninmum on a quarterly basis.

ATTORNEY EDWARDS: W are. It al so does, the reason |
pointed it out because it does renpve sone of the |anguage on
the top of Page 2 as well, nostly because the top of Page 2 is
referring to some of the past fiscal years.

CHAI RMAN KURK: If | may interject? | take it that this
$59 million cannot be spent at all, quarterly or otherw se,
until sone Departnent cones before the Fiscal Coormittee and
requests sone of this noney and you fol ks agree. Only after that
occurs can paynents be made and whi chever | anguage, ultimtely,
is used be the | anguage that is adopted. So approving this
$59 mllion does not nean it can -- a nickel of it can be spent.

ATTORNEY EDWARDS: That's correct.
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CHAI RMAN KURK: Because a second approval is required by the
Fi scal Commi tt ee.

ATTORNEY EDWARDS: That's correct.

SEN. SANBORN: Thank you, M. Chair. Thank you, M ss
Edwards. | appreciate it.

CHAI RMAN KURK: Representative Wyl er.

REP. WEYLER: Thank you, M. Chairman. Attorney Edwards,
while this noney sits in a fund, it should be earning interest.
Is that interest earmarked anywhere?

ATTORNEY EDWARDS: Sorry. W are | ooking back to the
Departnment of Environnental Services.

M5. CARR | have been in touch with the Treasury and | will
get back to you on that. | had asked that question and | would
have to see if it is an interest-bearing account.

REP. WEYLER: | would hope it would be with all that kind
of noney and the likely year or two that it's going to take to
di sburse it there's going to be sonme interest generated or
should be. And it should be earmarked for sone specific place.
Per haps additional projects on the MIBE. Thank you.

M5. CARR: Agreed.

CHAI RVAN KURK: Further questions? Thank you very nuch.

We have a notion before us to approve the item Further
di scussi on or question? There being none, are you ready for the
question? All those in favor, please indicate by saying aye?
Opposed? The ayes have it and the itemis approved.

**% {MOT| ON ADOPTED}
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CHAl RVAN KURK: We turn now to Fiscal 16-091, a request from
t he Departnment of Environnental Services for authorization to
accept and expend $5,198,361 in other funds through June 30'"
2017.

** REP. OBER: Motion to approve.

SEN. D ALLESANDRO Second.

CHAI RMAN KURK: Representative Ober noves, seconded by
Senator D Allesandro that the item be approved.

SEN. SANBORN: | have a question, M. Chair.

CHAI RVAN KURK: Senat or Sanborn is recogni zed for a
guestion.

SEN. SANBORN: Coul d we have soneone fromthe agency cone

up?

CHAI RMVAN KURK: Good norning, Mss Carlson

SUSAN CARLSON, Chief Operations Oficer, Departnent of
Envi ronnmental Services : Good norning, M. Chairman, Menbers of
the Committee. For the record, ny nane is Susan Carlson with the
New Hanpshire Departnent of Environnmental Services.

SEN. SANBORN: And good norning, and thank you so nuch for
taki ng ny question. And, respectfully, | kind of hope that the
Assi stant Conm ssioner or Rene was here as well, so if | can ask
the discretion of the Chair.

I"musing this as an opportunity to ask a question about
the MIBE settl enent noney. | nean, clearly, as we all know,
there's a significant problemin southern New Hanpshire in many
towns with PFOA, all the way from Sal em and Pease, all the way
to Bedford and Merrimack and Litchfield, Amherst, and there's
clearly a significant concern frompeople in the community about
what the State's response is going to be. So ny question was has

anyone scrubbed the settlenent docunent to see if there is any
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flexibility or what flexibility mght exist in both the 80 plus
mllion dollar settlement and the $230 million settlenment that

the State mght be in a position, if needed, to help all of

t hese people in these communities? So | haven't honestly read

t he docunment to see howtightly drawn the decree was, and so |

was hopi ng that someone from DES m ght be able to answer that.

M5. CARLSON: Thank you for the question. As far as the
settlement dollars --

CHAl RMVAN KURK: M ss Carl son, could you speak closer to the
m crophone so fol ks in the back can hear you. Thank you.

M5. CARLSON: Thank you. As far as the settlenment nonies go
which is what is in front of you today, that is solely for MIBE
and only MIBE. As far as the Exxon penalty of 236 mllion, plus
alot of interest, that is going into the, as you understand,

t he new Drinki ng Water- G oundwater Trust Fund. W are waiting on
the creation of the Advisory Commttee to talk to themto

det erm ne whet her or not under the rules for the Trust Fund any
of that could possibly be used for PFOA. But this noney, no

SEN. SANBORN: Thi s nbney no. The ot her nbney maybe.

M5. CARLSON: Yes.

SEN. SANBORN: All right. Thank you very much. M. Chair,
t hank you for the di scussion

CHAI RMAN KURK: The question is, | think, alittle bit nore
general. Can any of the $59 nmillion or $81 million be used for
PFOA? Not just this $5.1 mllion chunk but the entire anount?
Any portion of that available for PFOA?

M5. CARLSON: It is ny understanding no, but I would ask the
Attorney General to conme back and answer the question.

CHAI RMAN KURK:  Representative Wyl er.
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REP. WEYLER Thank you. Mss Carlson, to your know edge was
this amount of the settlenent arrived at through a survey of the
needs or was it a conprom se?

M5. CARLSON:. Again, | would have to -- you're tal king about
the MIBE settl enent funds?

REP. WEYLER Yeah. Do we know the list of projects? Do you
know how nmuch it's going to cost? Do we know where the
treatnment is going to go or is this just conprom sed settl enent?

M5. CARLSON: If you would wait one second. This is why I
br ought hi m

M CHAEL W MSATT, Director, WAste Managenent Divi sion,
Departnent of Environnental Services: Good norning. For the
record, ny name is Mke Wnsatt. | serve as Director of the
Wast e Managenent Division of DES. Thank you for the question,
Representati ve Weyler. And, again, part of this is really nore
probably appropriately addressed to the Attorney General because
it goes to the history of the settlenent and the trial, et
cetera. However, | can tell you in general terns that the State
asserted certain damages that total ed over $800 million at
trial. And throughout the pendency of the litigation, which took

about 10 or 13 years, | believe. The settlenents were with al
settling parties, except for Exxon Mbil, and they were
settlements so they didn't represent necessarily full, you know,

apportions of all those damages. But they did total an anount
after everything was extracted and anount to the Rainy Day Fund
of $81 mllion that went into this fund that we are currently
using to address MIBE sites in the state.

Simlarly, the verdict when we went to trial against Exxon

Mobi |, there was an apportioned anpunt associated with what
Exxon Mobil's damages were determ ned by the court to equal
That anmount was collected in full, and then as many of you know,

has been recently, after all the appeals were exhausted, was
recently awarded, along with interest, and that noney in total,
ny understandi ng m nus the extraction for the Rainy Day Fund,
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went to the Drinking Water-G oundwater Trust Fund which was
created earlier this year by the General Court.

REP. WEYLER: Thank you very much for the answer.

CHAI RVAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chair. Thank you for
answering that question. So on a math basis, 237 mllion or
what ever it was, how many years and what was the prevailing
interest rate as we sit here and conpound ny noney?

MR. WMSATT: | don't know the specific way we got there in
terns of the interest rate or the years; but what it anounted to
was a little over $300 mllion it was awarded. And after a 10%
reduction for renoval and transfer to the Rainy Day Fund,
$276 mllion and change was deposited to the Drinking Water and
G oundwat er Trust Fund earlier this nonth.

SEN. SANBORN: Fol | ow up

CHAI RVAN KURK: Fol | ow up.

SEN. SANBORN: Thank you for that. |Is that 276 plus
interest or that includes --

MR. WMSATT: No, that is inclusive of the interest. The
total corpus for, you know, what has been deposited in the Trust
Fund.

CHAI RMVAN KURK: But that's after deducting contingency fees
for our attorneys.

MR. WMSATT: That's correct. That's after all legal costs
and the Rainy Day Fund transfer.

CHAI RVAN KURK: Thank you. Anot her coupl e of questions on
this specifically. Wy wasn't this included in the 16-17
budget ?

JOINT FISCAL COMMITTEE

June 24, 2016



11

M5. CARLSON: As this programis in the settlenent, we felt
for the first few years that we were doing this that we would do
it through Fiscal Commttee because we were still trying to
figure out how this works. For your edification, we are
including this in the 18-19 budget. So you will see it as part
of our Operating Budget request for the next biennium

CHAI RVAN KURK: But it was in the 14-15 budgets. No?

M5. CARLSON: It was a Fiscal item [It's always been a
Fiscal item

CHAI RVAN KURK: Thank you.

(Senator Forrester enters the Commttee room)

CHAI RVAN KURK: Next question. What proportion of this $5.2
mllion is going to be used for, quote, adm nistrative expenses,
unquote, and what proportion is going to be used for actua
remedi ati on?

M5. CARLSON: If you |l ook on the second page at the bottom
of the table, the | ast two expense categories, contracts and
rei mbursenents add up to 3.7. So that's approximately 70%i s
going to direct reinbursenents and contracts and 30% going to
admn for this request. Overall, on an ongoing basis, we are
runni ng about 75%for direct contracts and rei nbursenents, and
25% for adm nistrative so far

CHAI RMAN KURK: Isn't that admi nistrative proportion
exceptional ly high?

M5. CARLSON: Well, we are in the first few years. So our
adm ni strative expenses are |lean right now. And as we -- as we
are now up and runni ng, we expect to be spending a great deal
nore on reinbursenents and contracts. Yes.

MR. WMSATT: | wonder if | could address that as well.
It's inportant to understand that one of the key activities, in
addition to actual renediation or, you know, extension of water
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lines or what have you, one of the key activities that is done
is conducted under the MIBE Renedi ati on Fund Programi s
extensi ve sanpling of private drinking water wells, and that
is -- so those are going to operating costs because we have
staff who are actually going out and arrangi ng appoi ntments and
neeting with people in their homes and grabbing a sanple of
their water and then sending that off for analysis. And then
when the data conmes back communi cating the informati on about
that and any concerns about health effects. Those are

operati onal costs that conme under adm nistration, but they are
really direct services to the public of New Hanpshire.

CHAI RMAN KURK: Thank you. And could you explain this -- |
guess it's the third page in, Page 3. Vacant positions to be
tenporarily reassigned. Existing positions that will be charged
[imted tinme. | think |I understand the latter, but | don't
understand the fornmer.

M5. CARLSON: In order to be consistent when we started
this, and if you go all the way back to the end you can see the
original request, what we did as a programwas we created five
full-tinme tenporary positions, and then we borrowed ei ght vacant
positions fromw thin the Departnent, filled all 13 positions.
And these are -- these 13 positions nmake up the MIBE Bureau that
is running this program So they are no |onger vacant. They are
filled positions.

CHAI RMAN KURK: And these 13 positions are new hires. That
is to say, these were not people who were doing other jobs who
were borrowed and assigned to this particular task?

M5. CARLSON: No.

CHAI RVAN KURK: They' re new.

M5. CARLSON:. They're new or they were new. They're not

new.

CHAI RVAN KURK: Ckay. Thank you. Further questions? There

bei ng none, we have a notion?
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REP. OBER: Yes.

CHAI RMVAN KURK: W have a notion before us to approve the
item Are you ready for the question? Al those in favor,
pl ease now i ndicate by saying aye? Opposed? The ayes have it
and the itemis approved.

*** {MOTI ON ADOPTED}

CHAI RVAN KURK: We turn now to Fiscal 16-092, request from
the Departnment or the Departnment of Environnmental Services for
aut hori zation to budget and expend $50 million in other funds
t hrough June 30'", 2017.

*x REP. OBER Move to approve.

CHAI RMAN KURK: Representative Cber noves to approve,
seconded by Senat or Sanborn.

REP. OBER: | have a question.

CHAI RVAN KURK: There are a nunber of questions on this.
Represent ati ve Qoer.

REP. OBER: Thank you. Good norning, Susan.

M5. CARLSON: Good norni ng.

REP. OBER: Do you renenber when we did the bill this past
sessi on about funding sone of the Tier 2 Projects and we ended
up finding out that we could use sone of the left over noney
fromclosed projects in 2011. And | believe the Comn ssioner
stated that future projects would need to have the | anguage in
them that that noney could be used after the project was cl osed.
And | was curious if this paperwork contained the | anguage he
talked to us about in Division |. | know that's kind of off the
wall and that's why | didn't expect that question.

JOINT FISCAL COMMITTEE

June 24, 2016



14

M5. CARLSON: Okay. Wien we were tal king about the State Aid
Grant Prograns in those discussions, we tal ked about our ability
to use managenent fee inconme to fund State Aid Grant Program

REP. OBER Right.

M5. CARLSON:. Yes, we have filed an anmended use plan with
EPA and, yes, we do have their permssion to use the funds to
nodi fy the intended use fund to use that to fund the State Aid
Grant Program This is actually direct |oan noney.

REP. OBER: Ckay.

CHAI RMAN KURK: Foll owup on that. WII there be any fees,
wai ved interest, or any way that the Departnent is going to get
any part of this $50 nmillion as it’'s repaid by the Town of
Exeter?

M5. CARLSON: Yes. Built into the interest rate is a program
fee, whichis -- whichis -- which is what we charge, the 2% we
charge that's in there.

CHAI RVAN KURK: 2%

M5. CARLSON: 2% So if we're charging an interest rate of
2.5% and I'mjust using that as an exanple, 2% of that is the
program fee and t he bal ance goes back into the repaynent fund.

CHAI RMVAN KURK: So you're going to be picking up a mllion
dollars over the life of this $50 million |oan?

M5. CARLSON. If your math is correct, yes.

CHAI RVAN KURK: And what were you going to do with this
noney?

M5. CARLSON: This funds the staff to run the program

CHAI RVAN KURK: Wth nothing left over?
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M5. CARLSON: No. W, obviously, as we discussed when we had
the last -- at the neeting we were tal king about State Aid G ant
funds, we have a bal ance in the programfee account right now
that we're using the excess in the balance to be able to fund
$825, 000 worth of State Aid Grants.

CHAI RMAN KURK: So if, in fact —I'm maki ng up a nunber —
one-quarter of 1% is enough to cover your enpl oyees,
adm ni strative costs, why are you charging the Town of Exeter
1%% to do sone ot her function?

M5. CARLSON: Hum -- |'mnot sure | understand your math on
t hat one, Representative Kurk.

CHAI RMVAN KURK: Aren't you overcharging communities at the
2% anmount, since you told us it's in excess of the anount you
need to cover your administrative costs? You' re overcharging
them and then taking this noney fromthe people of that town and
using it for sonme other purpose.

M5. CARLSON: Well, as you asked us, we did nodify the
i ntended use plan to be able to give a State Aid Grant Program
So if Exeter were to cone to us under the State Aid G ant
Program we woul d be providing them 20% State Aid G ant noney on
when they go to apply for the repaynent for this |oan.

CHAI RMVAN KURK: But -- | appreciate that. But that
was -- that was | ooking at noney that you had already coll ected.
Now we' re tal ki ng about surcharging towns in order to pay for
these in the future.

M5. CARLSON: Well, you're tal king about a programthat runs
us probably about $3 mllion a year to run, correct me if I'm
wong, Tracy, fromprogramfees. In addition, sone of that noney
we're doing that programrevenue is also repaying the Debt
Service that we incur for the match that we use in the Capital
Budget for the Federal grant portion of the program

CHAI RMAN KURK: Do you have a separate accounting --

M5. CARLSON: Yes.
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CHAI RMAN KURK: -- for this particular fund?

M5. CARLSON: Yes.

CHAI RVAN KURK: Woul d you pl ease share that with me or the
Conmittee?

MB. CARLSON: Yes.

CHAI RVAN KURK: Not now, but at some point, so we can trace
all of the noney, where it cones from where it goes.

M5. CARLSON:. Every one of our individual prograns in the
SRF have their own accounting unit within NHFirst.

CHAl RVAN KURK: W'l |l see the source of funds for all of the
enpl oyees, what proportion they're getting fromthis fund,
CGeneral Funds, et cetera?

M5. CARLSON:  Yes.

CHAI RMAN KURK: Thank you. Representative Wyl er.

REP. WEYLER: Thank you. Conmment. My recollection of this
programis that there's principal forgiveness so that likely the
total repaynment will be less than the loan; is that correct?

M5. CARLSON:. Yes, there is principal forgiveness. Sorry,
but | don't know what Exeter is getting for principal
forgi veness on this.

REP. WEYLER: Likely on nost of these |oans the actual
repaynent is less than what the loan is, is ny recollection.

M5. CARLSON:. If they qualify, yes.

REP. WEYLER: Thank you.
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CHAI RMAN KURK: Who bears the cost of that, the Federa
Gover nment or the State?

M5. CARLSON. Well, the program bears the cost of principal
forgi veness.

CHAI RVAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chair. M. Chair, as you know,
and thanks again for comng in, I've had a significant interest
in these revolving |l oan funds for a few years now, because
think they're great progranms. But |'mconcerned, as this
Comm ttee has heard ne say several tinmes that, you know, nothing
that lasts -- the only thing that should | ast forever is
ultimte | ove between you and your wi fe or husband, whatever it
is. And I'm concerned that this thing has become the ultimte
gift of love. I think we are somewhere around, if ny nmenory
serves, $600 million of |oans outstanding, $200 million worth of
avai |l abl e bal ance fund. If we're charging 250 basis points so
there's 200 basis points on $600 million is being captured back
into the agency as kind of like a level of fee incone. |'m
concerned about -- | guess |I've got sone real concerns about how
big should it be, when should we stop growing the fund and | et
it cap? Wiat are we doing with 200 basis points when only 25
basis points, | think, fromwhat the Chair has said is actually
going to adm n expense? Can you give this Commttee kind of a
| ayout of the corpus of the fund, what the rates are, how nuch
we're giving back a year in principal forgiveness? 'Cause,
obviously, we also later on today have an audit to tal k about as
wel |, which kind of raises nmany of the sane concerns to ne that,
you know, again, M. Chair, as | say, | think DES is a great
agency, but it's turned into a bank that |I'm concerned about the
accounti ng.

CHAl RVAN KURK: And, Ms. Carlson, you can add that to the
request.

M5. CARLSON: Yes.
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CHAI RMAN KURK: Thank you. Further discussion or questions?
There bei ng none, are you ready for the question? The notion is
to accept the item If you're in favor of that notion, please
now i ndi cate by saying aye? Qpposed? The ayes have it and the
notion is adopted. Thank you, Ms. Carlson. W | ook forward to
your materi al

***  {MOTI ON ADOPTED}

CHAI RMAN KURK: Turning now to item Fiscal 16-093, a request
fromthe New Hanpshire Liquor Conmm ssion for authorization to
accept and expend $109, 692 in other funds through Septenmber 30'"
2016.

*x REP. EATON: Mbve to deny.

CHAI RVAN KURK: What ?

REP. EATON: Mbve to deny.

CHAI RMVAN KURK: Representative Eaton noves to deny the
request. |Is there a second?

REP. OBER: Second.

CHAI RMVAN KURK: Seconded by Representative Ober. Di scussion?

SEN. D ALLESANDRO. 1'd like to know the rationale for the

deny.

CHAI RMVAN KURK: Representative Eaton

REP. EATON: Be glad to, Senator. Back in the winter | sat
on the Breathal yzer Conmittee and the Intoxilyzer 5000 is
becom ng extinct. Senator Stiles and | sponsored a bill to
legitim ze handhel d devices in place of the Intoxilyzer. Their
technol ogy is such now they're actually nore accurate than the
machi nes that are in police stations.
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The Intoxilyzer is no | onger support it, no |onger
manuf actured. W are canni balizing themto nake existing ones
function. The manufacturer no | onger nmakes hand tools which you
have to use in the machine. It's done by a private entity. That
is the nature part of their whol e business is just naking those
hand tools for us. If soneone in the famly dies they may
di sconti nue.

The intent of the bill going through was to put it on the
tabl e and get an opinion of the Court as to whether we coul d use
t he handhel d devi ces. And then cone up with a handhel d devi ce
that net criteria and it also interfaced wth the existing
conputer systens for printout and duplicate copies and all that.
We didn't get that honework done. W did not get an opinion of
the Court and there will be future legislation to choose a
device that will neet the technol ogical requirenments for the
Court and interface.

Secondly, the Liquor Commission is a regulatory and revenue
agency. They're supposed to nmake the nost revenue they can for
the State of New Hanpshire and regulate their own rules. As you
Senator, |'ve been around. | got elected in '75. And | renenber
vividly in the floor of the House and in the Regul ated Revenues
Commttee former Chair Ken MDonal d of Moult onborough asking
this body or this Legislature -- the Legislature then to
aut hori ze the use of weapons or the carrying of weapons by
Li quor Conmmi ssion's Liquor Enforcement Officers. The only thing
they enforced were liquor laws. And, in fact, the statute states
very clearly the Conm ssion shall appoint |iquor investigators
whose primary function shall be the proper prosecution of this
title, their regulations on liquor for |icensees.

Representati ve McDonal d stated enphatically on the floor of
t he House they just want to carry weapons. They do not want ful
police powers. They don't want cruisers and unifornms. They don't
want to go through all the hoopla. They just want
sel f-protection because at that point nightclubs were com ng
into fruition. It was getting a little nore raucous in the
| ocal bar you went in to check the |icense.
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Last nonth the Commi ssion cane in. They asked for tablets.
Under questioning they said oh, no, this is predomnantly for
i censees, not for highway. Then in the next statenent said,
wel I, we need special brackets because they were ordering
Interceptor vehicles. The only reason you need an Interceptor
vehicle is for highway enforcenment, which would coincide with
the use of the tablets they wanted.

My concern is that we seemto be going through an ongoing
process to attenpt to back door this body into approving a new
H ghway Patrol Agency. Any Departnent, any Departnent in the
State of New Hanpshire can apply to New Hanpshire H ghway Safety
Agency for these devices if they need them and I'd be thrilled
if they do. Short of that, the Departnent of Safety or a County
Sheriff in every County could nmake application through the
H ghway Safety Agency, and the distribution would be done
through a traditional Title 20 authorized enforcenment agency,
aut hori zed for highway enforcenent.

Wil e statute regul ating the Liquor Conm ssion Enforcenent
is broad, the statute is very clear what their primary function
is: Regulatory, not highway patrol. They're now getting
Interceptor cruisers, blue lights. They have gone fromsuit and
tie to not just a regular standard police uniform but to even a
SWAT uniform 1t's gone too far. Nobody is in jeopardy of |osing
a case because these are not legitimzed for introduction in
Court. It is a field test kit. And if a police officer's
properly trained, and | know the Police Standards and Trai ning
does properly train, they don't need these to make a good court
case. You can't introduce as evidence. It gives you a guide.

There is nore than enough tinme for anyone and everyone to
make proper application on their own or through a Sheriff or
t hrough the Departnment as a whole to distribute statew de.
don't want a regul atory agency that should be putting their
noney into the General Fund spending tine being a distributor to
all other agencies and legitimzing a highway patrol function
that we wll pay for dearly down the road.

CHAI RMAN KURK: Representative Qber.
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REP. OBER: Thank you, M. Chairman. My concern with this is
that the timng is off. Since we are kind of halfway through the
Senator Stiles/Representative Eaton bill, and I'm not even sure
if it's been signed by the Governor yet, so we are kind of in
l[inbo at this tine of year. But ny police departnment wants to
have the devices that we standardi ze on. W nmay or may not at
this point in time be buying it. Delaying this, denying this
now, getting through that, and going through the process and
maki ng sure we are buying what we need to do is a nuch better
option to make sure that they have really the best device. And
the Senate did a lot of work on this. | trusted what they did
when it canme to the House. Representative Eaton spoke strongly
in support of what the Senate had done on this bill to get a new
devi ce and so supporting that I find this premature.

CHAI RMAN KURK: Thank you. |s there soneone fromthe Liquor
Comm ssion who's in a position to contribute to the discussion?

JAMES W LSON, Chief of Enforcenent and Licensing, New
Hanpshi re Li quor Conmi ssion: Good norning, M. Chairnman,
Menbers of the Committee. For the record, ny nanme is Janes
W son, Chief of Enforcenent and Licensing for the Liquor
Comm ssion. And | have with ne today as well Janmes Young who's a
Li eutenant with the D vision.

CHAI RVAN KURK: Are you wearing your uniforns or this is
busi ness attire?

MR WLSON: This is how!| dress nbst of the tine. Business
attire.

CHAI RMVAN KURK: Thank you. Senator Forrester.

SEN. FORRESTER: Thank you for comng in. | was just curious
if you could respond to Representative Eaton's renarks.

MR. WLSON: Certainly. | can say that this is a
continuation of -- of a grant programthat we've been invol ved

in for approximately six years now, maybe a little bit nore.
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Oiginally, the PBT Program was adm ni stered under Police
Standards and Training. And | don't have all the details as to
why they got out of that, but we got into it, and we've been
doing this for a long tine. And this grant is a continuation to
repl ace sone of the older S-D5 nodels that have been out there.
Sone of them have been out there, | think the first iteration of
this was 2003, and this would just to be to buy an additional
340 devi ces.

Last year we adm nistered devices to 22 -- 22 agenci es,
i ncluding the Departnent of Safety, and sone of the Sheriff's
offices. W don't -- we just test the devices and facilitate the
di sbursal of the devices out to the various agencies. The -- go
ahead.

CHAl RVAN KURK: Senator D Al |l esandro.

SEN. D ALLESANDRO Thank you, Chair. But | think this goes
wel | beyond. The commentary from Representative Eaton is well
beyond what you just said. If, indeed, the narrative indicates
you're getting cruisers, you're getting -- you're getting lights
and you're creating a highway patrol entity, that's nuch
different than replacing devices. And | think that really has to
be addressed before this body here because you're saying one
thing. You got a head of the agency, and we have anot her
situation and Representative Eaton is saying quite the contrary.
So where are we? We got rid of the highway patrol

MR. WLSON: Yes, you did.

SEN. D ALLESANDRO W let themevolve into the State
Troopers. If this is another creation, we ought to know about
it. So |l want you to address that directly.

MR WLSON. Sure. W are not creating a highway patro
agency. It's not our intent to create a highway patrol agency.
|'"ve been with the Division since 2002. And when | canme into the
Division, we had a limted uniformcapacity and we had bl ue
lights in cars. W haven't changed that. In two thousand -- |

think it was 2002 as well or three, we transitioned from sone
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passenger vehicles to a police package vehicle. In fact, there
were Crown Victorias and Dodge Intrepids, and the primary
rationale for that was because of the ampunt of driving that we
do. The feeling was they were nore suited, they were nore heavy
duty, and we woul d spend | ess nai ntenance noney on t hem

So we do have uniforms, but we don't wear theminto the
i censed establishnments. We have a dress uniformfor occasions
that was paid for using forfeiture noney and grant noney,
because we were doi ng sone prograns for the H ghway Safety
Agency that required a nore officious presence and that was the
Ri ppl e Ef fect Program when we were bringing i nmates out of the
prison to talk to school groups about the dangers of drinking
and dri vi ng.

We're certainly not -- we have no intent to be a hi ghway
patrol agency or anything of that nature. W are a regul atory
| aw enf orcenment agency. W realize that. Qur primary focus is
Title XIl1l, which is al cohol and tobacco |law, restricting use of
yout h access, and adm nistering liquor licenses and training to
liquor licensees and nmonitoring themfor conpliance with the
Title XI11 |aws.

CHAI RMVAN KURK: Do you, in fact, have bl ack SWAT type
uni f orns?

MR. WLSON. We do not have black SWAT type uniforns.

CHAI RMAN KURK: What col or are your uniforns?

MR. WLSON: CQur uniforms are blue and tan. Blue shirt and
tan pants. W& do have a high profile field uniform enforcenent
uniform which is a 511 cargo pocket pants and a blue golf
shirt.

CHAI RMAN KURK: Col or of the pants?

MR. W LSON: Tan.

CHAI RMAN KURK: Do you, in fact, have Interceptors?
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MR. WLSON: We have -- we have a few Ford Crown -- well,
the Ford Taurus which they call the Interceptor package. It's
t he heavy duty package.

CHAI RVAN KURK: And do you have the legal authority to
enforce hi ghway | aws?

MR. WLSON: We have the sane authority by statute as a
sheriff to enforce all laws. However, we focus in Title X1
The majority of our notor vehicle activity revolves around
illegal transportation of alcohol by mnors, trying to separate
m nors from al cohol and notor vehicle situations. As you al
probably are very well aware of the State v. Weldy -- Kingston
v. Weldy case rather that sets a precedence, |egal precedence in
the state about minors and al cohol and notor vehicles.

That's -- that's pretty much the extent of any notor vehicle
stuff we do, unless it's sonmething that if [eft unchecked woul d
cause greater harmthan letting it go.

CHAI RVAN KURK: Thank you. Senator Forrester.

REP. OBER: M. Chair man.

SEN. FORRESTER: She can go first.

CHAI RMAN KURK: Representative Qber.

REP. OBER: You asked a question about Interceptors. In the
itemthat is tabled they have an installation of 25 tablets into
25 Interceptors, which we all have in our books fromlast tine.

CHAI RVAN KURK: | believe the Departnment has acknow edged
that they have and will continue to use Interceptors for a
vari ety of reasons.

REP. OBER: Yes, but it's nore than a few It will be 25.

SEN. FORRESTER: Did you want to respond to that?
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MR WLSON. We do not have 25 Interceptors. W have a
pat chwor k of vehicles. W have the nmajority of our fleet are
Chevy I npalas of varying ages all the way from | believe, two
t housand -- do we have 2003 or 5?

LI EUTENANT JAMES YOUNG, Enforcenent and Licensing Division,
New Hanpshire Liquor Conm ssion: Three.

MR. WLSON: 2003 in the fleet. Sonme of the newer vehicles
t hat have cone out, the heavy duty vehicles have, obviously,
different options. W had |earned, we were advised that Chevy
was no | onger going to be making the heavy duty Inpala and the
nost cost-effective vehicle next for us was the Ford Taurus
whi ch offered a nunber of benefits. W have investigators that
are all over the state in various weather and terrain
conditions. So we opted for the Taurus all-wheel drive V-6
Model , but they have a badge on it. That's what they call the
Interceptor package. It's not -- it's not a marked patrol unit.
It has mnimal equipnment. It has an energency radi o and m ni nal
lighting and it's sinply for our regulatory |aw enforcenent
functions. But we do not have 25 Interceptors in the fleet.

CHAI RMAN KURK: Senator Forrester, did have you a further
guestion?

SEN. FORRESTER: Yes, thank you. So this is not a new
program You said you've been doing this for six years.

MR WLSON. Yes, ma'am At |least | could get you --
could conme back to the Cormittee with the actual start date. |
know that Police Standards was involved up until about 2008 or
9. I"'mnot sure in that tine frane if it was 10, 9, or 11 when
we picked it up, but I can say we have been doing it since 2011.

SEN. FORRESTER: Fol | ow up

CHAI RMVAN KURK: Fol | ow up.

SEN. FORRESTER: Is this old technol ogy?
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MR. WLSON: This -- this technology is not the sane as the
t echnol ogy Representative Eaton was referencing as far as the
Intoxilyzer 5000. And we all agree and I've confirnmed with the
Departnent of Safety that there is legislation or there was and
there's work ongoing on that particul ar devi ce because of a
nunber of reasons. And nost of them were pointed out by
Representative Eaton. |It's a device that does a sanple capture.
My understanding is there aren't any other states that are using
that type of technol ogy anynore. These devices are very old and
the technology is very old, and they're not being supported
anynore. So the primary focus is those stationary Intoxilyzer
5000 devi ces, which are the very large device that are usually
at an agency, like in a booking room W have one that's in the
nmobil e DU Command Unit that goes out to sobriety checkpoints.
That's a very large stationary device. These are the portable
Prelimnary Breath Test devices designed for roadside assistance
for the officer in determning |evel of inpairnent, |evel of
bl ood al cohol concentration, breath al cohol concentration.

CHAI RVAN KURK: Furt her foll ow up.

SEN. FORRESTER: So | just wanted to confirmthat what
you're proposing is not old technol ogy.

MR. WLSON: No, ma' am It's the newest.

SEN. FORRESTER: And one other question. So what happens if
we don't approve this today, if you don't get this?

MR WLSON: If we don't get this, then there will be 340
devices that will not be available to the various |aw
enf orcenent agencies around the state.

CHAI RMAN KURK: | thought -- if | may? | thought that
Representative Eaton said, and if this is not correct, please
state the correct situation, that any Departnent on its own
could apply for these with the H ghway Safety Agency and woul d
not be deprived of themif this notion were defeated or tabled.
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MR. WLSON. He's correct that any agency -- any agency can
apply for H ghway Safety Funds, the NHTSA funds. The Nati onal
H ghway Traffic Safety Adm nistration funds, which is passed
t hrough t hrough H ghway Safety. The -- this programsince its
i nception has been funnel ed through one -- one agency to nake it
easier for the Hi ghway Safety O fice to adm nister the grant. So
instead of witing subgrants for the various | aw enforcenent
agenci es, for exanple, last year the 22 agencies that we gave
themout to, the limted staff in H ghway Safety woul d have had
to deal with those 25 sub -- 22 subgrants. W wite the |arge
grant and we have a nuch less restrictive process. W nonitor.
We i ssue the devices. W nonitor who gets them W report back
to H ghway Safety how the funds were expended. So it's sinply a
pass-t hrough.

CHAI RVAN KURK: Di d you say | ast year you distributed 22
devi ces?

MR. WLSON: No, licensed the 22 agenci es.

CHAI RVAN KURK: How many devi ces, approximately?

MR, WLSON. G ve ne one second and | can | ook that up for
you. 275 devi ces.

CHAI RMAN KURK: This year you're asking for 3407

MR. WLSON: Correct. And sone of the rationale is that
many of the original S-D5 devices that have been out there for
awhile are now in disrepair. Their cells are not working
properly. And, again, they' re not functioning properly and
they' re an ol der device. So the technol ogy is ol der.

CHAI RMAN KURK: Thank you, Senator Sanborn.

SEN. SANBORN: Thank you, M. Chair. Gentlenen, thank you
very much. And at the risk of as a licensee, wal king an
interesting line for me here, first and forenost | want to say
for the record since you've taken over enforcenent there's been

an amazing difference and the respect your agency has given to
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licensees, it has been a material change. So, globally, |
appreci ate everything that you' ve done, and it's gotten so nuch
better in the past few years. So thank you for that.

MR. WLSON: Thank you, Senator. Appreciate it.

SEN. SANBORN: Now t hat being said, here cones the trouble.
You know | have al ways struggled with this 450 or 490, 000 what |
call your war machine, which is |ike your driving jail
enforcenent truck that we haven't tal ked about yet so |'m not
trying to throw a pile of flame on the fire. You know that's
al ways kind of been a claw to ne so hel p me understand at one
hand | think you guys are doing such a better job at working
with I'icensees and doing the conpliance stuff; but you know |I've
al ways ki nd of knocked ny knees have al ways knocked toget her
when | see the battle axe cone out on the road. How is that not
enforcenent |ike H ghway Patrol ?

MR. WLSON: And | wasn't -- first off, thank you again
Senator, for the kind comments and very good question. | was not
the Chi ef when that piece of equipnent came to the Division, but
nmy recoll ection and understanding of the events was that there
was a working group of a nunmber of agencies and for whatever
vari ous reasons none of those agencies either could or wanted
that piece of equipnment. And there was a desire to have it not
reside locally at a nunicipal agency or in one county at a
Sheriff's Ofice, and the Departnent of Safety wasn't in a
position where they could take it or they had one already. So

the -- the request was actually nade to the Liquor Conmm ssion if
we woul d house it for a couple of reasons, not because we are
out -- we are not out setting up sobriety checkpoints. That's
not what we do. But one reason is that we have -- we have

the -- we administer the State Drug Recognition Expert Program
as well, because it all cones back to inpairnment and different

types of inpairnent and | evels of inpairnent.

So the rationale was if one central state agency that had
the ability to and the expertise with al cohol issues could house
this piece of equipnent and get it out on the road, plus

| everage a drug recognition expert at the sobriety checkpoints,
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because we all know that sometinmes when an officer pulls
sonmebody over, maybe their operation such that they believe
they're inpaired but maybe it's not al cohol, maybe it's
something else. Al of those things sort of nelded together with
a request that we be the agency that housed that. And the side
benefit of that is we have an interest in nonitoring

the -- obviously the responsible sale of al cohol and service of
al cohol .

So when we deploy this machine, we have a DRE. W don't
run -- there's a drug recognition expert who's the operator. So
in case there's an issue, you know, we have an expert on scene
that can help the officer running that |ane figure out what that
i ndi vidual may be inmpaired on, if it's not alcohol. But beyond
that, we collect what we call place of last drink data, which is
we solicit information fromthe individuals who are suspected of
inmpaired driving as to where they had their last drink. So that
hel ps us do a better job at a data-driven approach to our
enforcenent efforts so we can |everage our limted staff to
t hose hot spots, those probl ens areas.

SEN. SANBORN: Fol | ow up.

CHAI RVAN KURK: Fol | ow up.

SEN. SANBORN: How often do you set sail on that thing; is
it every weekend?

MR. WLSON: No, no. |'d prefer the Lieutenant, you're an
operator, could you give hima sense how often that depl oys?

LI EUTENANT YOUNG Good norning, Comm ttee Menbers. Again,
nmy nane i s James Young. Excuse ne. | amone of the operators for
that unit. Have been since its inception.

It goes out various tinmes throughout the year. It's
avail able on a first-conme, first-serve basis for any of the |aw
enforcenent agencies across the state that want to use it. W
don't charge for that. |I1t's free of charge. W just bring that
out there.
JOINT FISCAL COMMITTEE

June 24, 2016



30

W're in a busy stretch right now. So the mgj or weekends
it's definitely out there. And it basically depends on when a
| ocal conmunity is doing a checkpoint. If there's a comunity
that's doing a checkpoint, they ask to see if it's available. If
it is, we conply. If it's not there, they'll still do the
checkpoint. It's just a different setup.

MR. WLSON: | will say, if | can add to the Lieutenant's
comments just to clarify on the charging piece. Qur place of
| ast drink, the DRE, that is all funded through NHTSA, H ghway
Safety noney as well. And we do -- we do get reinbursenent for
fuel consunption for the vehicle fromthe nunicipal agencies
that request us to go.

CHAI RMAN KURK: Representative Qber.

REP. OBER: Thank you. | have a question for the
Conmi ssi oner. Could the Conm ssioner cone forward and sit at the
t abl e?

CHAI RMAN KURK: Thank you, gentl enen.

JOSEPH MOLLI CA, Conmm ssi oner, New Hanpshire Liquor
Comm ssi on: Good norning, M. Chairman.

CHAI RMAN KURK: Good norni ng, Comm ssioner. Wl cone.

MR. MOLLI CA: Good norning, M. Chairman, Menbers of the
Comm ttee. Joseph Ml lica, Chairman of the Liquor Conm ssion.

REP. OBER: This is sort of a "buck stops here" question. As
you know you cone to Conmittee. We ask questions. We learn from
the answers. W actually read what you give us. So because it's
"buck stops here" and you're the Commissioner, on April 20'"
2016, you signed the paperwork that included installation of
tablets into 25 Interceptors. The Director was not here, but the
Li eutenant was here and answered those questions on that. They
weren't mne but there were questions.
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This norning the Director is here, and you submtted and
you agai n signed the paperwork, the "buck stops here" — aren't
you just delighted to hear that —May 31%', 2016, and that's the
of fer we are suggesting, and now the testinony has been
different. There's clearly a probl em between the witten
docunents that have been submitted that we've all read, the
testinony in the two different neetings, |last neeting, and this
nmeeting; and | woul d ask that you get to the Chairman for
distribution to all of us sone sort of response as to what is
really going on with vehicles and why one set of paperwork says
request noney to install 25 Interceptors and this norning we
don't have it. | know you don't have that with you. And | know
you, as the "buck stops here", you sign paperwork that's here,
and you need to research that. But if you could and woul d you
pl ease get that back to us so we can all have it because,
believe it or not, we do read what you give us.

MR. MOLLI CA: |'m sure.

REP. OBER: Maybe it's a bad habit, but we do read what you
gi ve us.

MR. MOLLICA: |I'msure that you do. And under every
circunstance | read what | sign as well.

REP. OBER: | know. | know.

MR. MOLLICA: | appreciate that, Representative Oober. W'd
be happy to get that back to you.

REP. OBER: Thank you, Conmi ssioner. | appreciate that.

CHAl RVAN KURK: Senator D Al |l esandro.

SEN. D ALLESANDRO Thank you, M. Chairman. Just to clarify
a point. Because there was a statenent that this equipnent is
not state-of-the-art, it's not the current nmethodol ogy that's
used, Is that correct, or is that incorrect? And | think that's
the basis really of the decision-making process here. If this

JOINT FISCAL COMMITTEE

June 24, 2016



32

equi pnment is up-to-date and is valid and needs to be used, would
you address that?

MR. WLSON: Absolutely, Senator. Thank you for the
guestion. The devices that this particular grant, the PBTs that
we are | ooking to purchase on this grant, are the newest
t echnol ogy. The device that Representative Eaton referenced, the
Intoxilyzer 5000, is a different device conpletely.

SEN. D ALLESANDRO Ckay.

MR. WLSON. Two separate applications.

SEN. D ALLESANDRO So to nmake it perfectly clear, the
devi ce he was nentioni ng, separate application, that may be an
anti quated situation; but these devices are state-of-the-art and
are the newest?

MR. WLSON: They're the newest nodel s avail abl e.

SEN. D ALLESANDRG The newest npbdels available. You're
going to give them out.

MR WLSON: Yes.

SEN. D ALLESANDRO:  Thank you

CHAI RMAN KURK: Representative Eaton

REP. EATON: Just like to clarify, Senator, | nentioned
both. The Intoxilyzer which is antiquated, but what is accepted
by the Court. The handhel d devices are nore accurate and I
stated that than the Intoxilyzer 5000. The problemis, as of
this nonent, the handhel d devices are not Court accepted as
evidence as is the Intoxilyzer 5000. And we are md-stream not
at the finish [ine yet, of getting direction fromthe Court of
what will be accepted. And while there are nmultiple handhel d
devices out, sonme will interface with the electronic systens we
have, sone will not. And if we are going to be going forward
with this, we should be nmaking sure we are not throw ng noney

out the door and going to have to replace that 12 or 18 nonths
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fromnow due to Court decree. And | don't think we are going to
have any kind of decree or decision on that for at least 12 to
18 nont hs.

And as they stated, they have al ready put a whole bunch of
machines in the field that are not allowed to be used in a
court. That's the key. They're all trained how to gauge an
i ntoxicated driver. The machi ne just gives them added input, but
you can't use it in a court of law. So they have already
distributed a few hundred. Let's ride it out a bit and see what
happens and have it go through a different agency.

SEN. D ALLESANDRO Just a question, M. Chairman. |Is the --

CHAI RMAN KURK: Senator D Al |l esandro.

SEN. D ALLESANDRG |Is the issue before the Court as we
speak?

CHAI RMAN KURK: Representative Eaton

*x REP. EATON: | tried to track all of that down this norning
and the researcher couldn't give ne a definitive answer. And the
person at AGs Ofice | couldn't get to yet. | don't know. | do
know Senator Stiles had intended to do that. | don't know what

has happened on that side. And | apol ogi ze for not being on top
of it. And, M. Chair, if you're willing I'd, to appease those

present, | would withdraw ny notion in place of -- actually, I
don't have to. | can just replace it with a prior tabling
notion. | nove to table.

REP. OBER: Second.

CHAI RMAN KURK: Representative Eaton noves, seconded by
Representative Oober that we table this item Are you ready for
the question? Al those in favor, please indicate by saying
aye? Opposed? Show of hands, please. Al those in favor,
pl ease rai se your hand? Qpposed? The vote is 8 to 2. The
notion is tabled. The itemis tabl ed.
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*** {MOTI ON TO TABLE ADOPTED}

REP. OBER: That will give us a chance to see Conmm ssioner's
response anyway.

CHAI RMAN KURK: The next itemis Fiscal 16-098, a request
fromthe Departnent of Education, but this relates to the
Gateway Program and | think is contingent on what we do with
respect to that program So at this tinme, w thout objection, I'd
like to return to O d Business under item nunber two, agenda
item nunber two, Fiscal 16-087, a request fromthe Departnent of
Heal th and Human Services for authorization to accept and expend
$8, 298,168 in Federal funds effective July 1%, 2016, through
Decermber 315!, 2016, which was postponed at our May 20'" neeting.
Comm ssi oner .

JEFFREY A. MEYERS, Commi ssioner, Departnent of Health and
Hurman Services: Yes.

CHAI RMVAN KURK: Good nor ni ng.

MR. MEYERS: Good norning. For the record, Jeff Meyers,
Conmmi ssi oner of Health and Hunman Servi ces.

CHAI RVAN KURK: | received a copy of a -- or | received a
e-mail fromyou suggesting you wanted this item postponed or
tabl ed or sonething. Is that the case still?

MR. MEYERS: Yes, until the August neeting. Yes, it is. |
nmean, there have been additional questions raised in the |ast
coupl e of days as to the substantive kind of operation and cost
of the program and | think the Conmttee would benefit from
additional information. One of ny key staff is out, and I
think -- who has been deeply involved in putting this together.
And | would request that in order to be able to, | think, bring
forward sonme additional information on the cost of the program
that | think are really relevant to the discussion that the
Comm ttee would have with respect to the itemthat I'd ask for
it to be either postponed or tabled, whichever the Conmmttee

wi shes to do, until the August 5'" neeting.
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CHAI RMAN KURK: Thank you. The Chair would entertain a
notion to table this.

*x SEN. PRESI DENT MORSE: So nove.

SEN. DANI ELS: Second.

CHAI RVAN KURK: Moved by Senator Mrse or Daniel s?

SEN. FORRESTER: Mor se.

CHAI RMVAN KURK: Mborse. Seconded by Senator Daniels. All
those in favor, please indicate by saying aye? Opposed? The
ayes have it and the itemis tabled.

***  [MOTI ON TO TABLE ADOPTED}
MR. MEYERS: Thank you

CHAI RVAN KURK: W now turn to Fiscal 16-098. This is under
Tab 3, a request fromthe Departnent of Education, which is
conti ngent upon Fiscal approval of Fiscal 16-087. That havi ng
been tabled, the Chair would entertain a notion to table Fiscal
16- 098.

*x SEN. FORRESTER: So nove.

CHAI RMAN KURK: Mbved by Senator Forrester, seconded by
Representative Weyler. All those in favor, please indicate by
sayi ng aye? Opposed? The ayes have it and the itemis tabl ed.

***x  {MOTI ON TO TABLE ADCPTED}

(4) RSA 14:30-a, VI Fiscal Commttee Approval Required for
Accept ance and Expendi ture of Funds Over $100, 000
From any Non-State Source and RSA 124: 15 Positions
Aut hori zed:
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CHAI RVAN KURK: We turn now to agenda item nunber four on
the -- which is approval required for acceptance and expenditure
of funds over $100, 000.

REP. BARRY: M. Chair.

CHAl RVAN KURK: The first item --

REP. BARRY: M. Chair, did you mss 16-104.

CHAI RMAN KURK: Thank you. | apol ogi ze.

REP. BARRY: Senator Sanborn took that out.

CHAI RMAN KURK: Senat or Sanborn avail abl e?

SEN. FORRESTER:  No.

CHAI RMAN KURK: W can skip over that and go to nunber (4).
Go to tab nunber (4). We'Il go nowto 16-099, a request from
t he Department of Enploynment Security which is contingent upon
approval of Fiscal 16-087. Again, the Chair would entertain a
notion to table this.

*x REP. VEYLER Move.

SEN. SANBCORN: Second.

CHAI RVAN KURK: Moved by Representative Wyl er, seconded by
Senat or Sanborn that Fiscal 16-099 be tabled. Are you ready for
the question? Al those in favor, please indicate by saying
aye? Opposed? The ayes have it and the itemis tabled.

***x  {MOTI ON TO TABLE ADCPTED}

CHAI RMAN KURK: Let's now go back to 16-104 under agenda
item nunber three. This is a request fromthe Departnent of
Adm ni strative Services for authorization to accept and expend
$100, 000 in Ot her Funds through June 30'", 2017. Chair recognizes

Senat or Sanborn who has a questi on.
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SEN. SANBORN: M. Chair, hear fromthe agency.

M CHAEL CONNOR, Deputy Conmi ssioner, Departnent of
Adm ni strative Services: Good norning, M. Chair, and Menbers of
the Coormittee. My nanme is M chael Connor fromthe Departnent of
Adm ni strative Services where | serve as the Deputy
Comm ssi oner .

CHAI RVAN KURK: Good norning. Good to see you.

MR. CONNOR: Good nor ni ng.

CHAI RMAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chair. M ke, thanks for
coming in. Clearly, | want people to be safe and we all do, but
we seemto be struggling with this whol e enforcenent thing
today. And | found it curious and personally maybe really
di sconcerting when | see press rel eases comng out that all of a
sudden now we are going to start | ocking down the doors, have
specific key access and nmake people wal k around the buil di ngs
and putting bulletproof glass over at Treasury when | think a
third of this building seens to be packing a gun every single
day.

"' m concerned about the narrative that we have. |I'm
concerned about what are we trying to do and where are we trying
to go, because it does concern ne personally. That this is the
people's house. And if we are going to start requiring everyone
have a key access to use every door but one, and start the
process of bull etproof every single office, makes nme -- nmakes ne
nervous about our traditional values that are in the state. Help
me reconcile this.

MR. CONNOR: Basically, our request is to try to bring the
State House Annex into sonething that's conparable to a | ot of
the other State Agencies and, frankly, private sector, where
you're basically trying to -- we are not trying to limt access,
but bring the public facing things to basically -- our long-term

JOINT FISCAL COMMITTEE

June 24, 2016



38

plan is to have the public facing itens on the first floor of

t he buil ding as opposed to scattered throughout. So that the
public when they do conme in they can get services they need, but
al so provide sone sense of security. Right now | think we have
five different doors where people can cone into the facility and
we have, you know, all walks of life that come here. And we need
to be able to provide sonme sense of security for our enpl oyees
here. If we are going to be able to conpete with other State
Agenci es that have those kind of sense of securities, we need to
be able to provide that type of security here. So yes, we wll
be restricting that; but through the public entrances where we
can nonitor the activity that's going on, where we can provide a
| evel of service that we need to provide and be open to the
public, but still provide sone security for the people that work
in the facility here.

CHAI RVAN KURK: | would rem nd the Senator that the Joint
Facilities Conmttee recently voted unaninously to restrict
public access to the Legislative Ofice Building, the State
House, and the Annex to one door plus a handi capped access in
the case of the State House. So that there has been significant
di scussion, at |east anong the nmenbers of that Conmittee, on
this issue.

SEN. SANBORN: M. Chair, | appreciate that. That's part of
my concern frankly. Cearly, would be sonething that I would
have voted against that or at |east had a nuch | onger, nore open
di scussi on about the Legislature voting. | understand it's a
safety issue. | understand there's a very delicate bal ance
happening. But it's surprising and concerning to ne when | see
that in the press and then see that all of a sudden we're
arnmoring up per se, and | want people to be safe. | think it's
important. But my vision is, you know, by next fall we'll | ook
just like Washington D.C. where every building's going to have a
guard and ot her protection, bolted doors. And I'mjust not sure
where we shoul d be headi ng wi thout a nuch broader discussion.

CHAI RMVAN KURK: The purpose for nmy statenent was to rem nd
you that you have an issue with your coll eagues, not with M.
Connor .
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SEN. SANBORN: | never have an issue with M. Connor

MR. CONNOR: Thank you.

CHAl RVAN KURK: Senator D Al |l esandro.

SEN. D ALLESANDRO | really concur with Senator Sanborn's
remarks. |'ve been here a long tine, a long tinme. To envision a
| ocked-down Capital and a | ocked-down Legislative Ofice
Buil ding is very disconcerting to ne, and to see our security
now arned is another thing that's disconcerting to ne. It was an
enbarrassnent when sonme of our menbership | et weapons fall out

on the ground during a hearing. | thought that was an
enbarrassnent to the Legislature. But | don't want Concord, New
Hanpshire, to look Iike Washington D.C.. | really don't. Coing

t hrough the netal detectors, putting your equipnment, et cetera,
et cetera. This strikes a very negative note on the people's
house.

CHAI RMAN KURK: Just one statenment that | need to nake.
There are no netal detectors in this proposal and no netal
detectors were even discussed by the Facilities Commttee.
Senat or Morse.

SEN. PRESI DENT MORSE: Yes, and | think this is an
appropriate conversation to bring to Facilities. So any nmenber
shoul d be notified to come to Facilities. The Chiefs of Staff
have been working on this for a long tine. And as for arm ng
the guards in the State House, that was approved, | believe,
about a year ago, not this past week. | think they have taken
their time about it because of the health of nmenbers involved in
t hat group, but they certainly asked for perm ssion to do that
and went through a long process. So if there's anything to be
di scussed, | think it should be there. And, furthernore, State
House is still open as far as the public is concerned. You can
conme through those three doors that were nentioned because it
was suggested that if they conme through three doors it woul d
meke it easier for themto do their job, and we only have so
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many people. So I think you should go to Facilities and express
your concern.

SEN. D ALLESANDRO If | might? Facilities nmeeting was not
open to the public.

SEN. PRESI DENT MORSE: That particular one. We certainly
have had many.

SEN. D ALLESANDRO. Wen | served on Facilities, | was

adamant |y opposed to armng. | felt that it was a -- really a
di sservice to the public. We have a couple of Troopers here.
They're here. They do a great job. It seens to ne that they

took care of us and taken care of us in an excellent fashion. To
go further than that --

SEN. PRESI DENT MORSE: You're well represented at
Facilities. 1'msure they should have explained it to you by
NOW.

REP. EATON: Neal .

CHAI RMAN KURK: Representative Eaton

REP. EATON:. | would, to backup Senator Mrse, | started the
arm ng or discussion arm ng back in 2007 and his predecessor had
sat with nme for hours going through national paperwork and | oca
paperwork and working with Police Standards and Traini ng and
everybody el se. This was a done deal in 2009 until his
predecessor departed and at which point | believe Senator Morse
was on board again and his Chief of Staff sandbagged it. This is
not hi ng new. This has been ongoing for roughly ten years.

SEN. D ALLESANDRO The di scussi on has been ongoi ng. Yes, |
agree with that. But nmy position for the last ten years has been
no. And when | served on Facilities it was no. | want to nake
that perfectly clear.

REP. EATON: | renenber.
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SEN. D ALLESANDRO | had no input with regard to what
happened at this point in tinme. Those who were there made the
deci sion. But |, again, am adamantl|y opposed.

CHAl RVAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chair. Kind of circle back to
the fine gentlenman sitting so patiently at the table in front of
us.

So -- so, M. Chair, for the record, | amperfectly fine
with our security staff being armed. Even if we do armthem
they' Il be |less armed than nost of the nenbers of the

Legislature with smaller caliber of |ess weapon. Nevert hel ess,
back to the inportant part, Mke. Is it the intent that we're
going to start by -- ny concernis it's the canel's nose. W
start by bulletproofing this door. Then next we are

bul | et proofing every door and every building. And then it's
going to be netal detectors and reducing access to every

buil ding at just one door. | appreciate the real world concern
we have. | appreciate that. But as Senator "D' says, |I'malso
very concerned that this is the people's property and part of
what has made New Hanpshire such a jewel to ne is we can walk in
any door to the people that we have charged to take care of our
affairs and have access.

So today you're doing the Treasury building which I'm not
sure, | guess it's not up to ne whether or not that's nore
i mportant than the other building. But is it your plan to start
doing all the doors and where's this going? This is one. W
have a | ot of buildings.

MR. CONNOR: This is one of the |ast ones, actually, of the
30 facilities that we have admnistrative or facility
responsibility for. This is probably one of the |ast ones.
They don't have sonme type of security restriction or a | obby
wher e peopl e can get access, but just not access to every office
within the space. If you go to the Departnent of Safety, the
Morton Building, all those buildings, the Data Center, they al

have sone type of a | obby where you go and you can be greeted
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and have your business taken care of. So this is one of the | ast
buildings. So I don't have a grand plan. |It's one of the | ast
ones to be done.

SEN. SANBORN: You're reducing your grand plan right now.
Thank you, sir

CHAl RVAN KURK: M. Connor, there are two requests here, one
on Class 47 and one on Class 48. Class 47 is interior and the
Class 48 is exterior. I'd like to focus on interior, Class 47.
Wy are we purchasing bull etproof glass for the Treasury and the
Departnment of Purchasing on the inside of the building? This is
not the exterior doors. That's Class 48 expenditure.

MR. CONNOR: Correct. These are two of the areas that have a
ot of public that visit them Typically, if you go to
Departnment of Justice where you see the receptionist, that's al
bul | et proof material, bulletproof glass. They have a | ot of
public that cone there and the long-termplan is to, like | said
before, we want to nove all the public functions within the
buil ding down into those levels. So long-termplan is to have
all the public functions on the first floor. So that glass we
won't have to replace it. W can use that.

People that are in there may change, but that's part of
our -- | guess our grand plan to actually have it on the first
floor. Al public places things that we do. W have a |ot of
of fices that provide support services for State Governnment that
have no public face. And to have peopl e wanderi ng about or
showing up in their office knocking on the door is a serious
situation for some of them

CHAI RMAN KURK: Thank you. Further questions? 1Is there a
notion? | don't think we have a notion.

*x REP. EATON: Mbve approval.

REP. OBER: Second.
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CHAI RMAN KURK: Mbved by Representative Eaton, seconded by
Representative Oober that this item be approved. Further
guestions or discussion? There being none, you ready for the
guestion? All those in favor, please indicate by saying aye?
Opposed?

SEN. SANBORN: Qpposed.

SEN. D ALLESANDRO: No.

CHAl RVAN KURK: Let's have a show of hands. All those in
favor, please raise your hands. Those opposed? Vote is seven to
three and the notion passes.

MR. CONNOR: Thank you.
*** [ MOTI ON ADOPTED}

CHAI RMVAN KURK: W turn now to Fiscal 16-108 under agenda
item(4), the Consent Cal endar for approval required for
accept ance and expenditure of funds over $100,000. Fiscal 16-108
is a request fromthe Departnent of Health and Human Services
for authorization subject to the approval of nunber two,
retroactively amend Fiscal 15-172 approved August 26'", 2015, by
extending the end date for three full-tine tenporary positions.
And further author -- and two, further authorization to accept
and expend $294, 310 in Federal funds through June 30'", 2017.

** SEN. D ALLESANDRO Mbve approval .

CHAI RMAN KURK: Senator D Al l esandro noves approval,
seconded by Representative Weyler. Is there discussion? There
bei ng none, are you ready for the question? Al those in favor,
pl ease indicate by saying aye? pposed? The ayes have it and
the itemis approved.

***  {MOTI ON ADOPTED}

(5) RSA 124:15 Positions Authorized:
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CHAI RVAN KURK:  We turn now to item nunber five on the
agenda, Authorized Positions. This is Fiscal 16-094, request
from Departnent of Health and Human -- excuse ne -- Departnent
of Adm nistrative Services for authorization to establish one
tenporary part-time planning anal yst through June 30'", 2017.

Moved by Senator D All esandro, seconded by Representative
Weyl er. Discussion? There being none, are you ready for the
guestion? All those in favor, please indicate by saying aye?
Qpposed? The ayes have it and the itemis approved.

***  {MOTI ON ADOPTED}

CHAI RMVAN KURK:  Representative Sanborn, | apologize. |I had
a note here you had a question. Is that still the case?

SEN. SANBORN: On 1087

CHAI RMAN KURK: No, 94; 094. |Is that not the case? This is
one tenporary part-time position.

SEN. SANBORN: There was anot her one. No, | apologize, M.
Chair. You know, ny question was nore just holistically there's
a lot of positions this nonth in Fiscal. Kind of always been ny
under st andi ng that we kind of |ook toward the budget process
before we start bringing new positions and what's the pl easure
of the Commttee as we are |looking at this of building a nonth
with a ot of positions.

CHAI RVAN KURK: You had your say. Thank you.

SEN. SANBORN: Thank you, too.

(6) Chapter 276:4, Laws of 2015, Departnent of
Adm ni strative Services; Transfer Anmong Accounts and
C asses:

CHAI RMAN KURK: Mbving to agenda item nunber six, Fiscal
16- 101, a request fromthe Departnent of Adm nistration for

aut hori zation to transfer $92,845 in General and O her Funds in
JOINT FISCAL COMMITTEE

June 24, 2016

44



45

and anmpng accounting units through June 30'" 2017. Is there a
noti on?

** SEN. D ALLESANDRO Mbve approval .

CHAI RMAN KURK: Senator D Al l esandro noves approval.

REP. EATON: Second.

CHAI RMAN KURK: Seconded by Representative Eaton.
Di scussion? There being none, are you ready for the question?
Al those in favor, please indicate by saying aye? Qpposed?
The ayes have it and the itemis accepted. Approved.

***  {MOTI ON ADOPTED}

CHAI RVAN KURK: We turn now to Fiscal 16-106, request from
Departnment of Admi nistrative Services again for authorization to
transfer $50,000 in General Funds in and anbng accounting units
t hrough June 30'", 2017.

*x REP. OBER Move to approve.

SEN. D ALLESANDRO Second.

CHAI RMAN KURK: Representative Cber noves adoption. Senator
D Al |l esandro seconds. Di scussion? Questions? There being none,
are you ready for the question? All those in favor, please
i ndi cate by saying aye? Qpposed? The ayes have it and the item
i s approved.

***  {MOTI ON ADOPTED}

(7) Chapter 276:23, Laws of 2015, Judicial Branch;
Transfers:

CHAI RMAN KURK: We turn now to item nunber seven on the
agenda, Fiscal 16-097, a request fromthe Admnistrative Ofice
of the Courts for authorization to transfer $499, 620 i n Gener al
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Funds between expenditure classes through June 30'", 2016. Mbved
by Representative Weyler. Seconded --

SEN. D ALLESANDRO Second.

CHAI RMAN KURK: -- by Senator D All esandro. D scussion?
Questions? There being none, are you ready for the question?
Al those in favor, please indicate by saying aye? Qpposed?
The ayes have it and the itemis approved.

***  {MOTI ON ADOPTED}

(8) Chapter 276:143, Laws of 2015, Departnent of Health
And Human Servi ces; Transfer Anbng Accounts 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:

CHAI RVAN KURK:  We turn now to Fiscal -- to Tab (8) on the
agenda, approval required for requests over $100,000 from
non-state sources and turn to Fiscal 16-103, a request fromthe
Departnment of Health and Human Services for authorization to
transfer $2,068,355 in General Funds, increase related federal
revenues in the amount of $981, 121, and increase related ot her
revenues in the anount of $187,640 through June 30'", 2016.

*x SEN. D ALLESANDRO Mbve approval .

CHAI RMAN KURK: |Is there a notion? Senator D Allesandro
noves approval, seconded by Representative Weyler. D scussion?
Questions? There being none, are you ready for the question?
Al'l those in favor, please indicate by saying aye? Qpposed?
The ayes have it and the itemis approved.

***  {MOTI ON ADOPTED}

(9) Chapter 276:219, Laws of 2015, Departnent of
Corrections; Transfers:
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CHAI RVAN KURK: We turn now to item ni ne on the agenda,
Fi scal 16-102, a request fromthe Departnment of Corrections for
aut hori zation to transfer $335,250 in General Funds anobng
accounting units through June 30'", 2016. Is there a notion?

*** SEN. D ALLESANDRO. Mbve approval .

SEN. FORRESTER: Second.

CHAI RVAN KURK: Moved by Senator D All esandro, seconded by
Senator Forrester, that the item be approved. Questions?
Di scussi on?

REP. OBER: W had a question. M ke, you were foll ow ng up
to find out about this. Because we understood in April that
woul d have covered all the transfers, you wouldn't need any nore
for overtime for the year, and we are back in June with another
transfer.

CHAI RVAN KURK: Did you get a response, M. Kane, fromthe
Depart nent ?

M CHAEL KANE, Legislative Budget Assistant, Ofice of
Legi sl ati ve Budget Assistant: | put that in the transcript that
| didn't see any nention so the Departnment is here to answer.

CHAI RVAN KURK: |s there soneone fromthe Departnent who can
respond?

REP. OBER: Does this finally cover us and why weren't we
done in April, kind of those things?

CHAI RVAN KURK: Good norni ng, and wel cone.

REP. OBER: Good norni ng.

HELEN HANKS, Assistant Conm ssioner, Departnent of
Corrections: Good norning.

REP. OBER: Is it still norning or afternoon?
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M5. HANKS: It is. | checked the clock. Hel en Hanks,
Assi stant Conmm ssioner for the Departnent of Corrections, and
this is the last of our transfers to nove within the lines to
settle out.

REP. OBER. Okay. Thank you.

M5. HANKS: My pl easure.

CHAI RMAN KURK: You all set?

REP. OBER: |'mall set.

CHAI RMAN KURK:  Senator D All esandro.

SEN. D ALLESANDRO Thank you. M. Chairman, |'d ask the
Assi stant Commi ssioner to comment on what's happened with peopl e
at the Departnent, the nunber of retirements that have taken
pl ace over the last two years necessitating overtinme because we
can't hire at the rate we are |osing people. For the
Committee's edification, let them know that, please.

M5. HANKS: [|'d be happy to do that. Thank you for the
comrent and directing sone information. |'ve been before this
Comm ttee before tal ki ng about our vacancy rates and | just
wanted to continue to follow up

Last Fiscal Year, for exanple, we had net gain and what |
mean by that is people being hired and people being retired
noving on on their own accord of 43 and as we tracked this
Fi scal Year, we are actually a negative 14. That's with
retirements and al so hires.

CHAI RMVAN KURK: Ma'am could you give us that nunber in
context by saying 43 or 14 out of a total either staff or total
corrections officer population?

M5. HANKS: Be happy to do that? W have 895 positions.
Currently, today, we have 117 vacanci es. W have 400 -- pardon
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me -- 467 corrections positions specifically nmeaning uniforned
officers. O those 467, today we have 75 vacancies in that |ine.
In the civilian, which would be the difference of those, we have
42 vacancies. 75 and 42 gets you the total of 117 vacanci es.

When | tal ked about the overall, it's anbng those m nus the
117. We had 20 individuals retire in the last Fiscal Year. In
this current Fiscal Year as of May 2016, we have had 41 people
retire. | think for us this Fiscal Year has been our retirenent
in not being able to hire at a rate of people to be hiring.
It's a credit to the Departnent that we have had that |ong
retention with those individuals. But with the State's | ow
unenpl oynent rate, which is a testanent to our state, it's very
hard to recruit.

The positive news | have is we do have 14 individuals in
our June Acadeny. So that's been a high nunber for us this
Fi scal Year. And we continue to change our recruitmnent
approaches, including radio advertisenment, we use the internal
posting to the Internet through the normal career Internet web
sites, and we are also working with other State Agencies on ways
to recruit.

We have net recently with menbers of the returning mlitary
and their enploynent forces to try to fast-track people com ng
back fromconflicts to see if they're interested in corrections.
So we are trying to tackle this full steam ahead and certainly
wi th anyone's feedback or comments to help us take a different
direction to help the State and the Departnent is certainly
wel cone.

CHAI RMAN KURK: Coul d you -- of the 75 corrections officer
vacanci es --

M5. HANKS: Hm hum

CHAl RVAN KURK: -- out of 467 authorized positions --

M5. HANKS: Yes.
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CHAI RMAN KURK: -- how many of those vacancies were a result
of folks retiring at retirement age and how many of those were
due to fol ks who left for greener pastures?

M5. HANKS: | don't have that nunber with ne today, but I
will get that for you.

CHAI RVAN KURK: To ne that's inportant.

M5. HANKS: Exactly.

CHAI RVAN KURK: Coul d you also at the sane tine give us a
l[ittle history of the total nunber of COs and vacanci es and
overtime?

M5. HANKS: Yes.

CHAI RVAN KURK: Thank you. Five years anyway.

M5. HANKS: Okay.

CHAI RMAN KURK: Thank you. Further questions? There being
none. We have a notion before us. Further discussion or
guestions? There being none, are you ready for the question?
Al those in favor, please indicate by saying aye? Qpposed?
The ayes have it and the itemis approved.

***  {MOTI ON ADOPTED}

CHAI RMAN KURK: Thank you agai n.

M5. HANKS: Thank you very nuch.

(10) M scell aneous:

CHAl RVAN KURK: W now turn to a late item which shoul d be
in your books at Tab (10).

This is Fiscal 16-109. It's a request fromthe Depart nent
of Health and Human Services to accept and expend additiona
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drug rebate revenue in the anount of $15,899,592 effective on
approval by this Commttee and Governor and Council through

June 30'", 2016. And pursuant to Chapter 276:143, Laws of 2015,
to authorize the Departnent to transfer the Medicaid Enhancenent
Private Local Funds in the anount of $7,904,402, and pursuant to
RSA 14:30-a, VI, authorize the Departnent to accept and expend
addi ti onal matching Federal funds in the amount of $7,912, 306

t hrough June 30'", 2016, and authorize allocation of these funds.

Comm ssioner, | can see you anticipated the fact that we
m ght have sonme questions. Good norning to you again.

MR. MEYERS: Good norning, M. Chair.

CHAI RMAN KURK: And M ss Rockburn.

MR. MEYERS: M. Chairnman, for the record, Jeff Myers, the
Conmmi ssi oner of Health and Hunman Servi ces, and Sheri Rockburn,
the Chief Financial Oficer.

CHAI RVAN KURK: Before | take a notion on this, why don't
you help us by explaining it nore fully, and | believe there
wi || be many questi ons.

SHERI ROCKBURN, Chief Financial Oficer, Departnent of
Heal th and Human Servi ces: Good norning. For the record, Sheri
Rockburn, financial officer for the Departnent.

What this itemdoes is a few things. The first is that we
have to nake annual DSH Paynents, Disproportionate Share
Payments to the hospitals here in New Hanpshire, which
represents a portion of their Unconpensated Care. Wen that
account was budgeted, we anticipated a paynent to the hospitals
of approximately 191.4 million. By |law, those paynents have to
be out by May 31%'. And so what we did at that tine is we paid
t he budgeted anmount of 191.4. However, since as we worked
t hrough those cal cul ations, the actual calculation is
207.2 million, and that's about a $16 million increase over
budget of a paynment that is owed to the hospitals, and that

paynment is cal cul ated based on several things.
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One is the settlenment agreenment with the hospitals. The
statute that currently has the standards and the fornulas for
how t hose are paid. And we al so have a Federal prelimnary
court injunction that also dictated the fornula and we can put
the fornula aside for the nonent. But all of those areas
t oget her nake up what the forrmula is to calcul ate that paynent.
And that paynent, once again, ended up being 16 mllion higher
t han anti ci pat ed.

VWhat this action does is it asks to accept and expend
addi ti onal revenue into that accounting unit in order to pay the
full payment of 207.2 mllion to the hospitals.

The other part of this Fiscal itemis to transfer MET
revenue which is the Medi caid Enhancenent Tax. That is budgeted
in tw separate accounting units in the Departnment. One of the
accounting units is to pay for the DSH paynent. The ot her
accounting unit pays for normal Medicaid provider paynents. So
one part of this Fiscal itemis just a transfer of revenue that
was originally budgeted in our Medicaid provider paynent account
and nove it into the paynent account for DSH Paynments. So that's
about 7.9 mllion.

The | ast piece of this Fiscal itemis to actually accept
addi tional drug rebate revenue which has come in higher than
expected this year. The original budget was about 8.8 mllion of
drug rebate revenue and we are expecting by year end to have
that revenue closer to 29 mllion. You may ask us what is the
big swing in budget versus what we are actually seeing? The
| ast three years drug rebate revenue has been tracki ng about 25
to 29 mllion. This last budget cycle for '16 and '17 we
budgeted significantly | ess drug rebate revenue in anticipation
of a MCO contract agreenment that would allow MCOs to retain a
portion of our rebate revenue. That contract though was del ayed.
It was not effective at the very start of this Fiscal Year. And
as a result, we've been able to continue collecting sone rebates
for about a quarter or two quarters |longer than we antici pated.
So we get to see the benefit of that.
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I don't believe that that's going to be a sustainable
revenue source in '17 in that extrene over budget. But we wll
know -- we do that on a quarterly basis and we'll have a sense
of how that plays out when we get our June and Septenber
i nvoi ces.

CHAI RMAN KURK: So what you're telling us is that an
unbudgeted need for $16 mllion exists.

M5. ROCKBURN: Correct

CHAl RVAN KURK: For '16. Wuld you care to share with us
what this is going to do for '17?

MR. MEYERS: So the anmount of the DSH Paynment, in part, wll
be in "17 will be a function of what the MET revenue is for '17.
The MET revenue for '16 underperfornmed what was budgeted. The
hospitals are probably in the best position to answer that
guestion. But in terns of what was comuni cated to the
Departnent and the Departnent's understanding is that there's a
ot going on in the marketplace with novenent toward exchanges,
with different provider rate agreenments comng into effect.
There's sone downward pressure on rates. There were sone
changes, | understand, again, |I'mnot the expert at this, but ny
understanding is that there were sone changes in Medicare
rei mbursenents that affected the hospitals' overall revenue, MET
revenue, as a function of their net patient services revenue by
definition under State Law as | note you're aware, M. Chairman
So the MET underperforned, 220 roughly was budgeted, and 212 and
change cane in.

The Unconpensated Care side of the equation, again, there
were in terns of what our DSH Paynent estimate was, it was based
on nonent in time. As the itemfully points out, the
Unconpensated Care, the DSH Paynment is in order to cal cul ate
that, it was dependent upon information from 2014 of the
hospital s’ Unconpensat ed Care.

2014, as | noted in the cover letter, is going to be

di fferent than 2015. Because in 2014, the New Hanpshire Health
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Protection was enacted, as you know, in March, signed into |aw,
but it didn't start until August 15'" of that year. And when it
started, there were only -- there were nuch snmall er nunber of
people in the programthen than there are now.

Hospitals, as | understand it, have varying Fiscal Years.
Some are on a cal endar year basis. Some are July 1 to June 30'M
| think there's a third variation as well if I'mcorrect. And so
t he decrease in Unconpensated Care that everyone fully expected
and continues to expect as a result of the New Hanpshire Health
Protection Program which will, obviously, inpact all the
hospitals, as well as other providers, but certainly all the
hospitals, was not really fully reflected in the 2014
Unconpensated Care data reporting.

And | want to note for the record that -- that the
Unconpensated Care information fromthe hospitals was not due to
the Departnment until May. And so the Departnent didn't
fully -- didn't have all the information in order to go ahead
and make these calculations for DSH until all of that hospital
data was in. Sone hospitals that restated some of their debt as
they were entitled to do.

So to answer your question specifically for next year in
ternms of what's going to happen, it will be a function of what
MET revenue cones in, as well as their Unconpensated Care.

The expectation clearly is that by reflecting the full year
of 2015 for next year's DSH Paynment, because it |ags two years
behind in terns of the data for Unconpensated Care, that it wll
decrease. | hope very significantly. Again, the hospitals that
are tracking this now, sone hospitals may know today what their
2015 Unconpensated Care costs were. They would have to respond
to that. I think -- 1 don't know what their auditing process is
and their financial accounting processes and whet her or not al
the hospitals at this point in tinme wuld have all that
information. Again, they would be in the best position to
respond to that. But it's our expectation that the anount of
t he DSH Paynent next year would be significantly less than it is

this year.
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CHAI RVAN KURK: Let nme try to get the answer |'m | ooking for
in a different way.

MR. MEYERS: Ckay.

CHAI RMAN KURK: Let's assune all the budget assunptions are
MET. So we know what the MET tax is going to be. W know what
Unconpensated Care is going to be, because it's built into the
budget .

MR. MEYERS: In terns of what was budgeted you nean?

CHAI RMAN KURK: I n ternms of what was budget ed.

MR. MEYERS: Yeah, all right.

CHAI RMAN KURK: What difference will this court case, which
is the inpetus for our problemfor the 16 mllion, have in 2017
in dollars? In other words, all of our other assunptions remain
the same. The only change is the court case.

MR. MEYERS: Yeah.

CHAl RMAN KURK: And the redefinition that was not all owed.

MR. MEYERS: Yes.

CHAI RMAN KURK: So how much will that cost us in 2017?

MR. MEYERS: Well, | need to point out, and Attorney
Ceneral's Ofice is here and can speak to the prelimnary
injunction as well. It's still a prelimnary injunction. There's
still a court of litigation involved wth that. So it will cone

out one of two ways. The hospital position will succeed and wl |
becone final or the hospital position will be overturned. To
the extent the hospital position is overturned, then there's an
under standi ng that the hospitals would return certain funds that
they -- their Unconpensated Care for '14 would have to be
adj usted and, obviously, be adjusted in 15 as well.
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sure -- | don't think it's definite that it would be over budget
next year; but | don't know that we have actually been able to
do that calculation. Do you want to --

M5. ROCKBURN: Yes, we have not done that cal cul ation yet.

CHAI RVAN KURK: Why woul dn't it be the same 16 million or,
sorry, 8 mllion? No, 16.

MR. MEYERS: Well, no, the 16 in part --

CHAl RVAN KURK: I s because of the MET.

MR. MEYERS: | s because of the MET. There's two sides.

CHAI RVAN KURK: Why woul dn't it be at |east eight?

M5. ROCKBURN: Well, | think that you're saying if
everything is -- if everything plays out exactly the sane, |
think that's a reasonable --

MR. MEYERS: You're assum ng their Unconpensated Care is
the same next year than it is this year and that, | think, is a
significant variable. | -- maybe | m sunderstood.

CHAI RVAN KURK: |'m assum ng the Unconpensated Care is
what ever we assuned it was for budgeting purposes. Al I'm
asking is the difference froma budgeting point of view, not an
actual point of view, a budgeting point of view You told us
it's going to cost us $16 nillion this year.

MR. MEYERS: Yes.

CHAI RVAN KURK: O which one part is likely to be repeated
next year because | understand that case is not likely to be
finally resolved before May 31°' of 2017.

MR. MEYERS: Possibly, yes. Yes.
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CHAI RMAN KURK: Therefore, you're going to have to make a
paynent one year from today.

MR. MEYERS: Correct.

CHAI RMVAN KURK: | want to know how nuch that paynent is
going to be.

M5. ROCKBURN: | want to add another piece of information,
I think, is really critical. The budget for '17 for DSH Paynents
is 190 mllion. The budget this year was 191. So the budget for
"17 did not reflect a substantial decrease that woul d have
occurred in Unconpensated Care as a result of the Health
Protection Program | think if the budget had dropped by, let's

say, 5 or 10 million as part of our budget assunption, | think
that would -- that has the potential of creating an issue for
"17. 1 think what we are trying to say is that because the

budget for "17 is, you know, within a mllion dollars of this
year's budget, and we anticipate that to go down, hopefully, the
goal would be that any injunction would offset that.

CHAI RMAN KURK: Thank you. Representative -- Senator Morse.

SEN. PRESI DENT MORSE: | have a coupl e questions.
The -- first of all, let's go back to '16. Right now you have a
$16 mllion problemwhich is requiring us to nake an
appropriation. W also in that fund that you were tal ki ng about,
you raised 29 mllion here, but you also had 5 mllion carryover
fromthe year before. You re w ping that out conpletely.

MR. MEYERS: Drug rebate noney.

SEN. PRESI DENT MORSE: You're wiping out all $34 million in
t hat account.

M5. ROCKBURN: Correct.

SEN. PRESI DENT MORSE: Are you going to make your |apse in

'16 after we authorize this?
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MR. MEYERS: Well, | think the short answer is no. There is
noney we are going to lapse in "16. | think but for this
unantici pated expense which | want to point out still fully

consistent with the settlenent agreenent with State Law, but for
t he hi gher Unconpensated Care, the higher DSH Paynent, we woul d

have made our |apse. | think given this paynent we still wll
| apse sone noney and | think that estimate, and Sheri can
correct me, | think it's around $6 nmillion.

SEN. PRESI DENT MORSE: Let ne try to narrow this down.
Because, basically, if we authorize this 16 mllion spend right
now, that takes that off the table. W are paying for it. So
are you saying the fact that we are paying for it with drug
rebate noney is hurting what you're going to produce in a |apse?

MR. MEYERS: Yes. The drug rebate noney woul d have ot herw se
| apsed.

SEN. PRESI DENT MORSE: Ckay. If we assune that you were
coming up with 20 mllion, as a | apse.

MR. MEYERS: Yeah.

SEN. PRESI DENT MORSE: Wich is pretty common know edge for
anyone who's built budgets here.

MR. MEYERS: Yep, yep

SEN. PRESI DENT MORSE: So you're not going to nake a
$20 mllion | apse.

MR. MEYERS: | don't believe so, no.

SEN. PRESI DENT MORSE: Is there anything else that's going
to surprise us --

MR. MEYERS: Well --

SEN. PRESI DENT MORSE: -- in '16?
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MR. MEYERS: Well, for -- | mean, the Dash Board that
is -- was nmade public a couple days ago, it's not being
di scussed here today, but will be discussed at the next neeting,
and | have had conversations with nenbers of the Conmittee about
shortfalls in Medicaid as a result of several assunptions that
have not proved to be the case. They were the best estinmates at
the time of the budget.

For exanple, the casel oad dropped. A 2%drop in '16 and a
2% drop in '17. There's a cost associated with the fact that
t he casel oads have remained static and have not decreased. So
there are ot her budget issues in Medicaid. But for the budget
i ssues in Medicaid, the Departnent is managing its budget and
woul d neet its | apse.

SEN. PRESI DENT MORSE: Well, | think this Conmttee needs to
understand in '16 we are closing the books in one week.

MR. MEYERS: Correct.

SEN. PRESI DENT MORSE: Wi ch bothers nme that we are getting
this docunent today with one week left in the year. W have a
$16 mllion problem You're suggesting a way to pay for it.
What you're telling us if we use that way to pay for it, we are
W pi ng out what you would have turned in in |apse.

MR. MEYERS: The drug rebate revenue that is being used to
hel p pay for this DSH Paynment woul d ot herwi se have | apsed.

SEN. PRESIDENT MORSE: I'mtrying to -- we agree with you.
We are paying that today.

MR. MEYERS: Yes.

SEN. PRESI DENT MORSE: So hospitals can go hone if they want
to right now So the next thing is we have a problemin your
Departnent. You telling nme you're going to be negative beyond
t hat ?
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MR. MEYERS: No, no. W're going to | apse about 6 mllion.
Roughly $6 mllion.

SEN. PRESI DENT MORSE: All right. My next question is if you
built the budget, which the Senate and the House didn't touch
'"16 and '17 on the DSH Paynents, that was delivered directly
fromthe Governor's Budget, to the House, to the Senate. W
built that based on know edge. GCkay. And now we have the
know edge of '16 and the understanding that the court case
probably won't be settled by next spring. Wiy doesn't the
Departnment have an answer because ny next question is going
either to the hospitals or to LBA, because |'ve had them neet,
and they certainly believe they have the answer to that
equation. Wiy woul dn't the Departnment have the answer to '17's
pr obl enf?

MR. MEYERS: | honestly don't -- trying to be responsive to
your question. Because of the fact that the budget was not built
reflecting a drop in Unconpensated Care, because of the Health
Protection Program then | don't believe that we can really
provide a nunber today. |'m happy to speak with LBA further and
see if we can get on the sane page on this, but | cannot tell
you today what we think it's going to be yet, because |I don't
t hink we can calculate it.

SEN. PRESI DENT MORSE: Whul d you believe we had a
presentation in our Fiscal briefing when you left the other day
that's suggesting there's a $30 mllion shortfall in 2017?

MR. MEYERS: | want to make sure | understand. | know you
had a briefing, yes. The 30 mllion is as a result just
of -- for the DSH Paynent al one.

SEN. PRESI DENT MORSE: DSH and MET.

MR. MEYERS: | heard of that briefing, but I have not spoken
directly to LBA. And | don't believe Sheri did either. Please
correct me. |'mhappy to neet with M. Kane and the staff,
obvi ously, and | ook at that.
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SEN. PRESI DENT MORSE: Well, help ne understand,
Comm ssioner. We are not neeting our lapse in '16, but we are
maki ng this paynment with nonies that we didn't anticipate. W
are going into '17 and we believe what we heard the other day
could be a $30 million problemin the spring. |I'mnot sure how
you're going to convince ne today that you' re going to nmeet your
| apse in '17.

MR. MEYERS: | just don't know how LBA coul d have cal cul at ed
t he DSH paynent --

SEN. PRESI DENT MORSE: They net with the Hospital
Association |like the Senate asked themto do. You suggested the
Hospital Association five mnutes ago is the place to go. W
sent LBA to the Hospital Association. They net on Tuesday and
that's the answer we got delivered back to the Senate.

MR. MEYERS: Wth all respect, we haven't seen those
numbers. | can't react to the nunber. | haven't -- the
cal cul ati on

SEN. PRESI DENT MORSE: |f LBA can get the answer, why
doesn't the Departnent have the answer?

CHAI RVAN KURK: Thank you, Senator. Representative Wyl er.

REP. WEYLER: Thank you, M. Chairman. Conmm ssioner, as |
read your letter, it doesn't nmake sense that third party
paynents and Medi care paynents do not count as conpensati on

MR. MEYERS: Right.

REP. WEYLER: Therefore, the hospitals are getting double
paynents. Do we know the extent, w thout counting those two
items that | mentioned, how nmuch are they being overpaid?

MR. MEYERS: Al | can say we don't have specific
information fromeach hospital on all of their third-party
paynents that were included in their Unconpensated Care. And the
reason we don't have that information is because the prelimnary
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injunction that was issued in this case did not require themto
provide that information at this tine. So what | can say is that
I think but for the injunction, | think the DSH Paynent this
year woul d have been closer to the floor of the settl enent
agreenent, would have been |l ower than closer to the cap. But the
exact anount of noney is sonmething we don't have the information
at this point to calculate.

REP. WEYLER:  Further question?

CHAI RMAN KURK: Representative Wyl er.

REP. WEYLER  Were you aware of the Medicare paynents that
had gone and have not been counted as conpensation?

MR. MEYERS: That's part of the information | just referred
to.

REP. WEYLER: We don't have anyt hi ng?

MR. MEYERS: No, it's part of the sane information. They
were not required to report right now under the terns of the
prelimnary injunction.

REP. WEYLER This appears to be a totally bias decision. |
hope we are going to continue to litigate. Thank you.

CHAI RMAN KURK: Wth respect to the litigation.

MR. MEYERS: Yes.

CHAI RMAN KURK: |s the State being represented?

MR. MEYERS: The State's not a party to the litigation. And
the Attorney General's Ofice is present and | think it's best
that they address this issue rather than nme, if that's all right
wi th the Chairman.
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CHAI RMAN KURK: Thank you. O her questions of the
Conmi ssi oner ?

SEN. PRESI DENT MORSE: Well, not of the Conmm ssioner. |
think we need an answer to your question of where we are going
in'17.

CHAI RMVAN KURK: | agree. | just want to nake sure while the
Comm ssioner is here that if you have other questions.

SEN. PRES|I DENT MORSE: | would assune he could answer it;
but obviously he can't.

CHAI RVAN KURK: He told us he's not in a position to answer
t hat. Senator Sanborn.

SEN. SANBORN: Thank you, M. Chair. Comm ssioner, Sheri,
t hank you. Sheri, help me understand. W have a five year MET
settlement that places a floor and a cap. And just generically
and kind of seconding off the Senate President that | think part
of our concerns are how do we not know the nunbers at this
point, right? Because we know that we have a floor in the MET
settlement. We know generically that health care costs clearly
are not going down with -- with Medicaid Expansion in there.
This was based upon net -- net patient revenue.

Now | understand that there's an injunction and there's
some questions about CMS as to what's an all owabl e expense or
what isn't. But nmy concern of why | joined the Senate President
that the nunber could be dramatically higher is we are starting
based upon a floor. And if the Feds cone in and say that, you
know, or that their position is right or the State's position
right, this nunber is only going up. [It's not going down.

MR. MEYERS: Yeah.

SEN. SANBCORN: Even if revenue comes down.

MR. MEYERS: | don't believe that's the case. | don't

believe it's the case because the budget nunmber, the nunber that
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Unconpensated Care that may well is expected to take place and
anticipated to take place for next year because the '17 DSH
Payment, if you will, will be based on 2015 Unconpensated Care

information. And that's going to fully reflect a full year for
all hospitals of the New Hanpshire Health Protection Program
And keep in mind, the rates that were paid to the hospitals in
"15, per Senate Bill 413, were, you know, Medicare rates, 100%
Medi care rates. So, you know, | really believe -- | would
guestion LBA's calculation. I haven't seen it yet. If the
premse is it can only go up, then | disagree wth the prem se,
because |I think it can go down.

SEN. SANBORN: Fol | ow up.

CHAI RVAN KURK: Fol | ow - up.

SEN. SANBORN: If all of this is going to be adjudicated
and there's an injunction in place, why are we coughing up

64

$16 million or sonething the Legislature only heard about a week

ago? Wiy aren't we putting that in sone sort of reserve account
to see what happens. Wiy are we --

MR. MEYERS: W are required in conjunction with the
settlenment right now, which is codified into State Law, we are

required to make the full DSH Payment by May 31°.

SEN. SANBORN: Isn't it being chall enged?

MR. MEYERS: No, the DSH Paynent itself -- part of the
definition of Unconpensated Care is at issue, but under the
terns of the injunction we have to conply with the | aw

SEN. SANBORN: But the definition is being challenged.

MR. MEYERS: Part of it is, yes.

SEN. SANBORN: The definition of what we use that bases our
paynments on is being chall enged.
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MR. MEYERS: That's correct. And there's an agreenent in
place that if they lose the lawsuit that that noney will be paid
back to the State.

CHAI RVAN KURK: Conm ssioner, before we ask the LBA to
answer sone questions, | want to make sure | understand your
response to Senator Mrse's questions about |apses.

For 2016, what was -- what | apse was budgeted for your
Departnment and how nuch of that do you expect to neet? The sane
guestion for 2017.

MR MEYERS: So for 2016, | don't have the exact nunber,
but it's about $22 nmillion, | believe.

CHAI RVAN KURK: OF which you will neet?

MR. MEYERS: Approxi mately six.

CHAI RVAN KURK: And for 20177

MR. MEYERS: W have not been able to determ ne what we can
nmeet in '17 yet.

CHAI RVAN KURK: Do you know your expected | apses is around
22, 247

MR, MEYERS: It is. It is. Yes, | acknow edge that. Yes.

CHAI RMAN KURK: Thank you. Further questions of the
Comm ssi oner? Thank you both. Senator Sanborn.

SEN. SANBORN: Conmi ssioner, | apol ogi ze. Real qui ck.
Again, as | often do, | join Senator Morse with ny concern about
noney. And he kind of had a gl ancing statenent about are you
aware of anything else that m ght be inpacting your capacity to
neet |apse? Can you commt to us that we're not going to be
going of f and doing all types of new prograns next year to spend
nore noney knowi ng how concerned we are that you're not going to

meke | apse? Clearly, this year puts you behind for next year.
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nmean, are we done growing this Departnent and we can get back
into like focusing to nake sure we are going to meet our
nunbers?

MR. MEYERS: You know, | don't know. Wth all due respect,
I"mnot sure what the definition of growh neans. | nean, we're
in the mddle, obviously, of a challenging environment wth
Substance Use Disorder and m suse in New Hanpshire. Since
January 1°' we have put out alnmopst $15 nillion in contracts.
There's additional spending that's going to be done in that area
next year. There's an additional spending in the nental health
area. We are getting the devel opnental disabilities waitlist the
mai nt enance noney out the door. W are acting in accordance with
our budget. And the waiver progranms, the 1115 Wai ver Program
will be up and running next year. That's $30 million is going to
be spent to integrate our Behavioral Health System increase its
capacity to deal with sone of the chall enges we have, both on
the nental health side. | amnot sure how growth is defined in
your question. But | can answer your question and Senator
Morse's by saying other than the Medicaid deficit, which |I've
di scussed at length with Senate Fiscal Commttee nmenbers at this
point, that I amnot aware of any other issue that woul d
significantly materially inpact our |apse next year.

MR. SANBORN: Fol | ow-up, M. Chair.

CHAI RMVAN KURK: Fol | ow up.

SEN. SANBORN: | know we will be tal king about this next
nmont h, Comm ssioner. Wen | | ook at the Dash Board which you
rel eased probably yesterday --

MR. MEYERS: Yes.

SEN. SANBORN: -- | see in the past two nonths it |ooks |ike
in round nunbers and it's a graph, that we've got about 75 added
to staff in the past two nonths. So that when | see things |ike
that --

VMR. MEYERS: "' mnot aware of that.
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SEN. SANBORN: It's on the information that you guys
provided to ne. Enpl oynent has been doing this and all of a
sudden it's going up, between 75, 80 new FTEs. So when | see
that in the last two nonths, and it's just going straight up, it
says what el se are we doing? Look, we mght need the staff.
I"mnot saying that we don't, but it's dollars and cents at the
end of the day.

MR. MEYERS: Yeah. Sone of that is New Hanpshire Hospital
getting the ten-bed unit up and running, the staff cost involved
there, a nunber of staff involved there and that's opening up on
July 5th.

SEN. SANBORN: Thank you.

MR. MEYERS: Yes.

CHAI RMAN KURK:  Thank you, Comm ssi oner.

MR. MEYERS: Thank you

CHAl RVAN KURK: M. Kane. Thank you.

MR. KANE: Sure.

CHAI RVAN KURK: Senat or Mdirse, has sonme questi ons.

MR. KANE: Absolutely. And let me just preface with how
difficult it's been to get answers. W have been working on the
cash system since the beginning of March. And M. Kane still
doesn't have the answers that |I've been | ooking for to Senate
Bill 32.

You presented to Senate Fiscal Commttee the other day your
version of neeting with the Hospital Association where we could
be in '17 spring on DSH and MET.

MR. KANE: Yes.
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SEN. PRESI DENT MORSE: Can you just explain what you
expl ained to us that day because you were pretty clear that the
possibility exists after your conversation with the Hospital
Association of a $30 mllion deficit.

MR. KANE: Sure, absolutely. So based on statute, based on
the MET settlenment, if Unconpensated Care exceeds $350 million,
the 50 -- the non-critical access hospitals need to receive 50%
of Unconpensated Care up to 224 mllion. So we know that. W
know that in '"16 it's about $440 nmillion was the Unconpensated
Care nunber based on the injunction

W met with the Hospital Association, and they're going to
scrub those nunbers. They' re hopi ng by Septenber they will have
a better idea. But based on ny neeting, no assurances, it my go
down, it may not go down. Until we get that information in
Sept enber, we don't know. So if we assunme that the Unconpensated
Care figure will remain the sane in '17 and, again, that's a big
assunption, that brings you to about 440 mllion, half of which
is 220 mllion. And as Sheri had stated, 190 mllion is
budgeted. That results in about a $30 nmillion shortfall with the
DSH Paynents, half of which would be General Funds. That's about
15 mllion in the General Fund share. Total fund shortfall on
DSH i s about 30. And, again, that's something that the Hospita
Association is going to be working with the individual hospitals
over the next couple of nonths to kind of get a better idea of
what they get in '15, because they all have the varying
fiscal years.

CHAI RMVAN KURK: So for the bienniumyou' re tal ki ng about 30
mllion General Funds?

MR. KANE: |f you assune there will be no change in
Unconpensated Care that's one of the risks, yes.

CHAI RVAN KURK: And to the extent that Unconpensated Care
goes down that nunmber will go down.

MR. KANE: Correct, correct, and depending how far it goes

down. If it goes down below the 350, well, then you have to pay
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at least 135, there's 190 budgeted. There's no issue. So it
depends how far it goes down.

CHAl RVAN KURK: And that will be known when?

MR. KANE: Well, won't be known until -- finally until My
of next year. But the Hospital Association will work with
hospitals to get a better understandi ng.

CHAI RMAN KURK: So we'll have a prelim nary nunber by?

MR. KANE: My guess is maybe Septenber, October. ['Il work
with the Hospital Association to see if that's possible. But I
think it will take a couple nonths for themto collect that
i nformati on.

CHAI RVAN KURK: Thank you.

REP. WEYLER: WII| they also -- question.

CHAI RMVAN KURK: Representative Wyl er.

REP. WEYLER: Thank you. LBA Kane, is it possible the
hospitals will also tell us what they receive in third- party
paynments as well as Medicare paynents?

MR. KANE: We can work with themto get you a better nunber
on what the inpact of the injunction is, which would be -- which
woul d have the value of those third-party paynents and Medi care
payments.

REP. WEYLER: All right. Thank you.

CHAI RVAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chair. Mke, | may have m ssed
sonet hi ng because | wasn't paying attention. You just nentioned
unconp care is going to stay roughly in the 400 mllion range?

MR. KANE: That's a big assunption.
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SEN. SANBORN: | thought under Medicaid, the standing debate
that we had here, there was a representation it had conme down to
2867

MR, KANE: HmMm hum

SEN. SANBORN: In ny mind |I'mthinking Medicaid Expansion,
like it or hate it, it's here.

MR. KANE: Hm hum

SEN. SANBORN: Unconp care goes from400 to 280. How we
junpi ng back up to 400? Wat am | m ssing?

MR. KANE: 440 million in "16. That's based on '14
Unconpensat ed Care nunbers. Assum ng that stays flat, it's a big
assunption, assumng it stays flat. W don't know how nuch it's
going to go down in '15 as a result of Medicaid Expansion.
That's sonething that | think the hospitals will get a better
i dea of in Septenber.

SEN. SANBORN: If it stays at 440 --

MR. KANE: Yeah.

SEN. SANBORN: -- even 400, does that nean all the noney we
spend, an additional 400 or 500 mllion dollars, we haven't seen
any decrease. Again, | very distinctly, because you know this is

an issue for nme --
MR. KANE: Hm hum
SEN. SANBORN: -- that the testinmony will show that

Unconpensat ed Care has conme down to 286, | believe, the nunber
was in the debate.

MR. KANE: Right. A big part of that, too, though, which
kind of blurs the waters are the inpact of the injunction and

what that value is. If you assune that 286 assunes that
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third-party paynents woul d be deducted fromthat Unconpensated
Care, that could inpact that nunmber. So | think the Hospital
Association is in a position over the next couple nonths to
maybe give us a better idea of where they think it will end up,
whi ch coul d be a decrease. Absol utely.

CHAI RMAN KURK: Senat or Mor se.

SEN. PRESI DENT MORSE: You're not conparing apples to
apples. And in the sense that, and | think this is what the
Comm ssi oner was stating, you had March. You had filings by the
hospitals. You had the injunction. Then the hospital restated
their financials. So, basically, you have a different set of
Unconpensat ed Care nunbers which drove it back up to 440 or 439,

what ever it was. | don't know how you conpare that at this point
because that's certainly -- I'Il give you one that
really -- that triggered the whole set of new argunents that we

are not going to get to today. But reality is if they didn't
restate these docunents, we woul d have been paying the fl oor
which was $16 million less than we had in the budget. So there's
a whole | ot of conplicated things here.

My chief concern right nowis we are paying out $16 mllion
t oday, one week before we close the budget. W certainly spent
sone noney during all this process that we closed out the year
on. And | don't believe we would have. | don't believe we could
have if we had known we weren't going to nake our lapses in this
Depart nent because, you know, you guys in the House sent us a
budget that had Medicaid reduced by a certain percentage. Senate
used a certain percentage in their budget, and the Depart nent
now has a new theory that we are going to basically appropriate
noney to cover that or they're not going to nmake their |apses. |
believe they have to live within their nmeans and that's not
happeni ng.

CHAI RMAN KURK: Further questions or discussion? Does
anyone wi sh to hear fromthe Hospital Association?

SEN. PRESI DENT MORSE: DQJ.
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CHAI RMAN KURK: M. Kane, question has been raised by a
menber. Is there an el ectronic version of the injunction that
could be e-mailed to the Menbers of the Conmittee?

MR. KANE: Absol utely.

CHAI RVAN KURK: Wul d you do that, please?

MR. KANE: | will do that, yes.

CHAI RMAN KURK: Chair is ready for a notion

* * REP. WEYLER: Mbve to table.

REP. EATON: He wanted to hear fromthe AG

SEN. SANBORN: Second.

CHAI RMAN KURK: |I'm sorry. | apologize. | forgot about the
Attorney General. |Is there soneone here fromthe Attorney
General's O fice?

ATTORNEY EDWARDS: CGood afternoon.

CHAI RMAN KURK: Good afternoon, M ss Edwards.

ATTORNEY EDWARDS: Anne Edwards fromthe Attorney General's
Ofice and also with nme is Nancy Smth.

CHAI RMAN KURK: Senat or .

SEN. PRESI DENT MORSE: | have a few questions and trying to
understand how the State gets involved in things, because |
certainly know what happened in the Dover |lawsuit and all of a
sudden, you know, Senate and the House are playing | awers and |
don't like this. And now | look at this situation, this case was
filed sonetine late in the fall. Then in January the
Comm ssi oner decides to wite a letter that we weren't infornmed
about. | read the | egal docunents. And, basically, it starts out

wWth in the court case that the hospitals don't have | egal
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standing in this, yet they convinced the courts that they do,
because states run the Medicaid Program So if states run the
Medi caid Program why weren't we at the table in this court
case?

M5. EDWARDS: The challenge is that with respect to these
assessnents that are nmade, we are the agency that does what the
Centers for Medicaid and Medicare Services require us to do. So
we are inplenenting their law. W are inplenenting their rules.

In this case the hospitals sued CM5S with respect to their
rul es, how they were pronul gated and how t hey were bei ng
enforced, and we didn't have a specific role in that. W are
essentially the entity that does the collections for it and
passes the noney through. And so as a result, while we weren't
actively involved, we did nonitor the litigation. W did have
the ability if there was an argunent that was m ssed that we
coul d have argued an ami cus brief. W didn't see any of those
argunments that existed and so as a result we didn't join.

CHAI RVAN KURK: Fol | ow up.

SEN. PRESI DENT MORSE: Then how does the Conm ssioner wite
a letter that becones part of the hospitals' |egal docunents?
How does the Conmmi ssioner wite a letter in January basically
saying that he'll agree to this interpretation w thout |ega
counsel fromthe State of New Hanpshire?

NANCY SM TH, Seni or Assi stant Attorney General, Departnent
of Justice: |If | could respond, Senator. W were asked the
guestion of would the Departnent be bound if the Federal Court
i ssued an injunction? And our analysis was that because the
injunction would affect CM5's rules that we're applying that we
woul d have to apply the injunction. That was -- we were just
affirmng what the effect would be if CM5 was enjoined from
applying its audit rules that New Hanpshire has to apply.

SEN. PRESI DENT MORSE: Then why woul dn't the Legislature be
informed in January of that nove?
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ATTORNEY EDWARDS: |'m not sure why the Legislature wasn't
informed. | nean, we don't -- obviously, there are parts of
l[itigation that happen regularly. | know that our office worked
diligently to informespecially |legislative | eadership regarding
things. But if the Legislature wasn't specifically infornmed with
respect to this matter beforehand, | don't know why that
happened.

SEN. PRESI DENT MORSE: But this costs the State of New
Hanmpshire over $30 million just in "16. If I'mright and we
woul d have hit the floor, and then we are addi ng anot her
$16 mllion today, that's a $30 mllion cost to the State of New
Hanpshire we weren't infornmed in January. We certainly weren't
informed at the end of March about the ruling. And here we are
at one week before session closes getting hit with the bill. |
don't understand why we didn't have | egal standing in this whole
process. What will be the future on this process?

M5. EDWARDS: We still don't have legal standing to be part

of this case. We'll continue to nonitor it. It's set to be
argued for summary judgnment notion so they're in the process of
nmoving forward. | believe the summary judgnent notions are due
in July.

ATTORNEY SM TH:  Summary judgnent, the hospitals and CVB
have both filed cross notions for summary judgnment. The final
briefings on that are due by July 18'". In our case here in New
Hanpshire the sane issue is being litigated and a nunber of
other forunms in the country. Some of those cases are sonewhat
ahead of ours, and we are nonitoring those as well. |'d be happy
to provide you nore information about those if you'd I|ike.

SEN. PRESI DENT MORSE: | just don't understand why we are
not at the table in these -- in these discussions at the court.
Because, obviously, the court questioned -- obviously, it was
guestioned at the court whether they had | egal standing to be
fighting this battle, and we didn't say a word. W just said
when you make your decision, we'll pay the bill.
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M5. EDWARDS: Well, as we said Senator, it's not -- while
we weren't actively involved, there were no argunents that
weren't made. W didn't have any additional argunents to nake.
If we had any additional argunents to nmake, we woul d have nade
t hem

SEN. PRESI DENT MORSE: There's one title in this whole
docunent that strikes ne and it says commobn sense. And it's
everything that's been nmentioned already. And it certainly
bot hers ne on the dual paynent that it's witten as comon
sense. But, yet, the Court turns around and says that we're not
di scussi ng common sense right now That's pretty scary and the

fact that we are not represented in the Senate, | don't know
what the Speaker would say. | think that's wong.
ATTORNEY EDWARDS: | understand, Senator. | think the

chal l enge is as the court even noted, under comn sense the
argunment that CVB was naking is the |ogical one. But you al so
understand, especially as legislators, that there are processes
that have to be followed. And in this case it sounds |ike at

| east the Court has found that CV5 did not follow the proper
processes in order to inplement its laws and its rules, and as a
result it's --

SEN. PRESI DENT MORSE: Because of two docunents they picked
up at the State of New Hanpshire, | believe, they certainly nove
forward in a different manner. There were two docunents in this
filing, one that was witten in '15 and one that was witten in
January of '16. Now '15 | can understand. They picked that up
fromfiles and that's fine. '16, we nmade a point as a state to
put a docunent together and that docunent got accepted in the
court case. It's in there. That's not a good situation for the
State of in New Hanpshire.

ATTORNEY EDWARDS: | don't disagree, Senator, at all; but I
don't think that that docunent made a particular difference.
agree with you that it's cited in this pleading as one of the
reasons. But when you read the remainder of the Court's order
t hat docunent was one of the factors, it was not the sole
factor.
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SEN. PRESI DENT MORSE: It was one of the factors because we
said as a state that we were going to clawback in 2011 on the
critical access hospitals. | was here in 2011. I'msure if the
Legi sl ature was brought this in January of this year, | renmenber
Senator Odell specifically solving the problemfor critica
access hospitals, and it was the intention of the Legislature in
New Hanpshire. We woul d never be doing any clawback. | nean, it
woul dn' t happen.

ATTORNEY SM TH: The 2011 requirenent to recoup was -- was
based on what was done -- what was paid in 2011 and how t hey
cal cul ated their Unconpensated Care in those years. This Federa
audit requirenent had been going on for three years before 2011.
But 2011 -- but the year that the 2011 audit was done, was
conpl et ed, which was 2014, and actually reported in March of
2014, under the Federal Law that was the first year that we
woul d have been under Federal Law, been required to recoup
over paynents fromthe hospitals.

SEN. PRESI DENT MORSE: It said CMS specifically said the
states have the right to make that decision

ATTORNEY SM TH: They did, but they -- the Federal Law
woul d have said that if we decided not to recoup, the State
woul d still have owed the Federal Governnment the Federal share.
So we woul d have been on the hook to repay the Federa
Governnent the Federal share of anything we did not recoup.

SEN. PRESI DENT MORSE: And that's what |'m saying. The
Legislature did not get to weigh in on that decision in January
of this year and that is wong. That's why we're here.

ATTORNEY SMTH: | don't disagree with you, Senator.

CHAI RVAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chair. Cearly, because this
has happened, but | guess |I'm asking nore of a holistic

guestion, by what authority does the Conm ssioner and any
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Comm ssioner, and | want to pick on just this Conm ssioner on
this issue, by what authority does a Comm ssioner have the
ability to send out a docunent that clearly enconpasses us, in
this case, with upwards of $30 million, to a court contingency
bet ween an outside public entity and the Feds? | nean, does
this happen regularly that our Conmmi ssioners wll enjoin,
essentially to ne, enjoin a case that could potentially be
damagi ng to taxpayers?

ATTORNEY EDWARDS: Well, this is the docunent that wasn't
specifically sent to the Court. It was a docunent | believe that
was sent in response to questions fromthe Hospital Association.
But with -- there are docunents regularly that all of our
Comm ssi oners i ssue explaining howthey're going to function in
their agencies that are sonetinmes used in court cases. And it's
not that any Conm ssioner intends to have that docunent becone
Exhibit Ain a court case that will then cause the State to owe

noney but it does happen. | believe that generally when
Comm ssioners issue letters that there are concerns about or
that coul d cause issues, they do have contact with -- they

clearly have contact with our office. They al so have cont act
with the Governor's Ofice and the President and Speaker's
Ofice.

SEN. SANBORN: Fol l ow-up. Cearly, I'mhearing fromny
coll eague on ny right that I don't think he ever saw a copy of
the letter. And, obviously, it's this frustration shared by a
ot of us sitting up at this table today. So the second half is,
does the Legislature have the right to intervene and becone part
of this process to try and protect the taxpayers at this point?

ATTORNEY EDWARDS: Well, | would argue that if the State
itself doesn't have standing in this lawsuit, then the
Legi sl ature doesn't have standing. Does it nean that the
Legislature can't file pleadings to try to intervene? No, it
does not nean that. The Legislature can go forth and file
pl eadings to try to intervene and see if the Federal Court
accepts them

SEN. SANBORN: Thank you. Thank you, M. Chair.
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CHAI RVAN KURK: Senat or Forrester.

SEN. FORRESTER: Thank you for comng in. So you said
earlier in response to Senator Mdirse you weren't sure why the
Legislature wasn't notified. Wiose responsibility is that to
notify the Legislature of what's happened?

ATTORNEY EDWARDS: |'m not sure whose specific
responsibility it is. It depends sort of on the status of the
case and talking to the Conm ssioner. 1In a case like this, we

were not involved in the litigation, but it's not unconmon for
us to have communi cations with | egislative | eadership, in
particul ar, about litigation that has a potential inpact. But
it also is often expressed by the Conm ssioners of the agencies
in which the litigation affects.

CHAI RVAN KURK: Fol | ow up.

SEN. FORRESTER: Thank you. So | guess what I'mtrying to
get at is how do we avoid this in the future so the Legislature
is aware of what's going on? Whose responsibility is it to tel
us what's happeni ng?

ATTORNEY EDWARDS: | can't determne that at this point
with respect to the Attorney General or any Conm ssioner. | can
tell you that | know the Attorney General will re-double efforts

to nake sure communi cati on occurs. But | can't commt at this
time that it would be the Attorney Ceneral's Ofice over the
Conmi ssi oner.

CHAI RMAN KURK: Coul d we at |east get a commtnent fromthe
Attorney General that if at any tinme he is aware of any |awsuit
or |legal action which mght result and affect the State's
finances that he will notify |egislative |eadership?

ATTORNEY EDWARDS: |If | could add sone paraneters to that.
Because every single lawsuit that we have at the Attorney
General's Ofice for slip and falls in State Parks and for

everything else affects the State finances. So if you' re talking
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about significant inpacts, you could certainly have that
comm t ment .

CHAI RMAN KURK: Thank you. Senator Morse.

SEN. PRESI DENT MORSE: | nean, obviously, we're not
intimately involved in court cases. How do we get notice that
sunmary judgnent has been denied and at that point have a
di scussion as a state where we want to be with the terns?

ATTORNEY SM TH: Yes. W are actively nonitoring the case

and | have -- we have the ability to check the docket, and we do
that on a regular basis. And so | know when the pleadings wll
be filed. I will know when if oral argunent is set. And as with

the prelimnary injunction, we intended to nonitor those
proceedi ngs and see what is going on. So we are watching it very
cl osel y.

ATTORNEY EDWARDS: So we can provide you with copies.

SEN. PRESI DENT MORSE: So our Chiefs of Staff woul d be
provided with an answer to what happens with these sunmary
j udgnment s?

ATTORNEY EDWARDS: Yes. We're al so happy to provide you with
copi es of those docunents. | know the LBA sent out a copy of
the original order. If anybody would |ike copies of the briefs
that have been filed in the summary judgnent notions and the
further pleadings, we are happy to provide those.

SEN. PRESI DENT MORSE: Those answers will be conming in

July.

ATTORNEY EDWARDS: Wl |, the pleadings will be comng in
July. I"'mnot sure, right nowit's not scheduled for oral
argunent .

ATTORNEY SMTH: It is not schedul ed for oral argunent yet.
Sonme of the sunmary judgnent pleadi ngs have al ready been filed.
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The final ones will be filed in July, and we'll be happy to get
t hose for you and provide copies.

SEN. PRESIDENT MORSE: | really don't want to read them |
just want to know the results of them And I certainly have been
contacted by the Speaker that he wants to know if we shoul d
enter into this.

CHAI RVAN KURK: Wul d you share with us the timng of this
deci sion? Wen do you think we'll receive -- there will be a
final decision one way or the other on this?

ATTORNEY SM TH: It depends very much on the Federal Court
Judge. As | nentioned, the sane issue has been pending in the
Washington -- the District of Colunbia GCrcuit where it's been
fully briefed for over six nonths and oral argument in that case
is now schedul ed for next week on June 29'". So it can take -- it
depends on the Federal Court. My experience with our Federal
Court is | would expect a decision probably within six nonths
after oral argunent, if they have oral argument. That's been ny
experience with our Federal Court.

CHAI RMAN KURK:  And that woul d be before or after next May?

ATTORNEY SMTH: | would think it would likely be, if the
final brief is due in July, | would anticipate oral argunent
sonetime in the fall. It could well be before next May. | can't
guarantee it but it could be.

CHAIRVAN KURK: |Is it -- is there any basis on which we can
say that we choose not to nake these paynents at this tinme, but
we'll wait until the case is finally resol ved?

ATTORNEY EDWARDS: | think the challenge with that is we
al so have separate fromthis our own New Hanpshire State Law,
164-- 167-a, as well as our settlenent agreenment in the MET
case, in which we have agreed that we will make DSH paynents by
May 31%'. It's ny understanding that the hospitals have agreed to
wait until June 30'" pending this decision fromthe Fisca

Comm ttee, but that there is the ability for themto sue. They
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can go after the MET tax again as part of the settlenent
agreenent that we have with them So if we don't nake these
paynents now, that's what the State faces.

CHAI RMAN KURK: | didn't nean to say we would viol ate any
statute of law. | wanted to know if in the prelimnary
injunction, and all of the other |egal docunents, we are
required to make these paynents at this tinme or whether there is
ei ther an argunment or sone | oophole in these docunents which
woul d allow us to defer the paynents until the case is finally
resol ved?

ATTORNEY EDWARDS: | n our review that we did not find a
| oophol e or anything that would allow us to not nove forward at
this tine with paynents.

CHAI RMAN KURK: So you're assumng that the nature of the
statute requires us to accept not the definition of these
various ideas at the tine we signed the settlenent and wote
that |egislation, but we were binding ourselves to any future
changes in Federal Law -- Federal rules in this case?

ATTORNEY EDWARDS: Wl |, that's not uncommon in settlenents
where there are changes to other conponents that are part of the
settlenment, and that they can sonetines inpact the settlenent
anount. It's one of the reasons why there's a cap on these
settlenment paynments. And even now we are under the cap for
2016.

CHAI RMAN KURK: But you fol ks are not suggesting that the
interpretation of the Federal rules that the settlenent was
based on was a fixed interpretation at the tine the settl enment
was signed and subsequent changes or interpretation to that rule
woul d not bind us. That argunent apparently was either not made
or felt not to be valid.

ATTORNEY EDWARDS: Yes, | believe it was felt not to be
val id because we had agreed to those terns.

CHAI RVAN KURK: Thank you.
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SEN. FORRESTER: Senator Mbrse.

CHAI RMAN KURK: Senat or Mor se.

SEN. PRESI DENT MORSE: On that sane theory of binding —-

ATTORNEY EDWARDS: Yes.

SEN. PRESI DENT MORSE:. -- if today, because we are using the
drug rebate nmoney we are confortable paying the $16 mllion,
does that bind us if this court case isn't settled next year to
maki ng a paynent based on whatever financials are presented to
the State?

ATTORNEY EDWARDS: It would require us to continue to
follow the prelimnary injunction which nmay be prelimnary at
that point or may be permanent. And, of course, all of that is
then subject to appeal to the First Circuit and then to the
United States Suprene Court. So that adds tine.

But we al so have -- it doesn't require us to pay any
anount, because we still have the MET settlenent and the statute
that have caps on it. So the caps would be the outside limt.

SEN. PRESI DENT MORSE: But do we hurt ourselves today by

meki ng this paynent? | nean, in any case, the Legislature in
January can adapt to this. | don't have a problemdoing that. |
mean, we can cone back and adapt to a budget problemin January,
which we will. | nean, if we created a 30 or $40 nmillion problem
here, we'll cone back and fix it. But we certainly can't fix it

t oday, because we're not here. If we pay this check today,

t hough, will that have any -- if you had to defend us in court

for some reason of not making a paynent next year, woul d that
affect it?

ATTORNEY EDWARDS: We would argue it wouldn't and we do
have the ability, if the injunction is overturned or a permanent
injunction is not issued, we do have the ability to recoup this
paynent .
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CHAI RMAN KURK: | know in a | ot of cases when peopl e make
paynments they wite under protest or sonmething |ike that on the
check.

ATTORNEY EDWARDS: Yes, they do.

CHAI RMVAN KURK: Can we approve this itemunder protest and
will that help us in sone way?

ATTORNEY EDWARDS: |'m not sure that it would help you, but
you nost certainly could approve it under protest.

REP. OBER: And we have certainly been protesting.

CHAI RMAN KURK: Thank you. Thank you very much. Are there
further questions of these folks fromthe Attorney General's
O fice? Thank you, Anne.

Chair would entertain a notion. Ch, excuse ne.
Commi ssi oner Meyers, thank you. Conm ssioner Meyers w shes to
make some coments.

MR. MEYERS: Speak briefly. Thank you. | appreciate it.

The subject of ny letter in January has cone up, and |'d
like to briefly address it, if |I may. 'Cause |'ve expressed
already, first of all, this occurred just as | was becom ng
Acting Conm ssioner. That's here nor there. | was in charge of
the Departnment at that point in tine. This -- ny understanding
at the tine that | signed that letter that what | was doi ng, and
|"ve expressed this to several Menbers of the Commttee already,
was delaying the tine that the State would have to recoup noney
fromcritical access hospitals whose financial stability was
al ready in question. | did not have an understanding at the tine
that | was creating liability for the State of New Hanpshire.

That point aside, | apologize to this Conmttee. | think I
will point out that we regularly disclose the existence of
l[itigation that can have a material inpact on a budget. W do

that on the Dash Board every nonth. There are specific
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l[itigation itens that are nentioned. Notw thstanding that, in
retrospect, | clearly should have infornmed the Conmttee of the
status of this particular matter. | didn't, not because | was
trying to not informthe Commttee, but because | had a genuine
belief at that time that there was no material financial inpact
to the State fromsigning a letter that | believe all the letter
says was not that | agree with the substance of the |lawsuit, but
if an injunction is issued | would, obviously, abide by the
terns of that injunction. Notwi thstanding all of that, | do

apol ogi ze and will re-double nmy own efforts to ensure that the
Speaker, and the Senate President, and the Legislature are
informed of litigation that could potentially have any materi al

i npact on the Departnent's budget.

CHAI RMAN KURK: Thank you, Conm ssioner. One nore
quick -- if there were no questions of the Comm ssioner, one
nore question of Ms. Edwards. To what extent can the State or
the Legislature or legislative | eadership appeal this case,
assumng that it's decided sonetinme next year?

ATTORNEY EDWARDS: If we are not --

CHAI RVAN KURK: Can we get invol ved?

ATTORNEY EDWARDS: Well, we could nove to intervene and then
it's up to the Court as to whether or not we're all owed.
Oher -- if we're not a party, then we don't have a right to
appeal .

CHAI RVAN KURK: |s there sone way -- is there sone reason or
some way that we would be advantaged if we tried to becone a
party now as opposed to waiting until the decision?

ATTORNEY SMTH: | don't think -- | think we m ght be able
to nove for am cus status, just that we're interested; but I
don't think that we woul d have standing to be a party. Amicus is
different. It's just that we have an interest in the case and
there's a possibility that you could do that now or at an
appel l ate I evel.
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CHAl RVAN KURK: And could, if we were granted amcus -- is
it am cus or am cus?

ATTORNEY EDWARDS: | say am cus. She says am cus. Tonat oe,
tomato. One of those things.

CHAI RMVAN KURK:  Wbul d that status obtained now increase the
i kelihood that we would be able to appeal or are you saying no
one in that status has a right to appeal ?

ATTORNEY EDWARDS: No one in that status has a right to
appeal .

CHAl RMAN KURK:  Senat or Sanbor n.

ATTORNEY EDWARDS: Shall we sit back down?

SEN. SANBORN: Yes, please. Because I'm-- I'"msurprised to
know that since the State of New Hanpshire nanages the Medicaid
Program and | would think that $30 m|Ilion of potenti al
liability to the taxpayers of this state wouldn't it be
consi dered sufficient to intervene? | nmean, what's the bar?

ATTORNEY SM TH: The -- the issue is that we are required as
part of the Medicaid Programto apply the CM5 -- the Federal Law
regardi ng Medicaid and part of that is these audit requirenents.
And the audit requirenents are set by CM5. So we are not -- we
don't have the ability as a state participating in Medicaid to
change the audit requirenents or to set them

SEN. SANBORN: Fol | ow up.

CHAI RVAN KURK: Fol | ow up.

SEN. SANBORN: When | see the EPA trying to get us to spend
$600 million to clean the G eat Bay. For the record, | want the
G eat Bay cleaned. And when | see the MP4 permt issue now
going on and the 41 towns that all of us represent here, |
regularly seeing and talking with this -- this governnent about

standing up to potential costs that were previously unforeseen,
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and either intervening or getting involved in sone |evel with
all of this. I"mhonestly shocked to hear that if the Federal
Government decides to change a rule which will have a massive
material inpact on the taxpayers of the state and on a program
that the Federal Governnent is requiring that we manage, in this
case Medicaid, that we won't have the right to get in, intervene
in sonmething they decided to change the ground gane on.

ATTORNEY EDWARDS: Wl |, standing is a conplicated issue to
expl ain. And, you know, essentially you need to have an injury.
| know this $16 million feels like an injury. | know that. But
in that sense, it's the hospitals who have standi ng because
they' re the ones who have the argunment that the tax is being
renoved fromthem It's hurting the State because of the fact
that the hospitals are able to make different clains based on
the Court's decision on what the definition is. But the
Court -- we do not believe that the Court would find that we
have an injury in that sense. And the State of Mssouri is in
litigation on this issue. They're actually taking the position
that the hospitals have taken. And they -- and that CMS is
battling with them over standing with all of the sane argunents
that they are just the state who's responsible for managi ng the
program and that this is not an injury to them

SEN. SANBORN: But cutting a check for 16 mllion or
$30 million that's going back to the hospitals, so in nmy book if
I"mcutting soneone else a check, I'mthinking that |I'm
financially injured and they're financially benefitting. | could
be wong on that because it's math. But I'mcutting a check to
them I'mturning to the people of New Hanpshire and saying you
cut me a check for 16 mllion bucks so | can send it to the
hospital. How can that not be an injury? |'mnot an attorney
and | didn't stay at Holiday Inn |last night but please.

ATTORNEY EDWARDS: We do not believe we would qualify for
standi ng. And we have done the analysis. We have | ooked at the
case. W& have | ooked at the facts of the situation. W don't
bel i eve --
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SEN. SANBORN: If we don't pay it, then we get sued so
there's clearly sonme sort of a --

M5. EDWARDS: Well, if we don't pay it, we get sued under
our own State statute and under our own settlenent agreenent in
a different case. That's where that litigation cones from

SEN. SANBORN: Al right.

CHAI RMAN KURK:  So what you're suggesting is that the
Legislature's response to this should be | egislative. Sone of us
have sonme excellent ideas on howto deal with this
| egi slatively.

ATTORNEY EDWARDS: The Attorney CGeneral would al so suggest
that this is a Federal issue. So far, the Federal Governnent has
done nothing to change this statute that is causing this problem
for all of us, and CM5 has done nothing to nove in that
direction as well. So we do have Federal representatives who,
per haps, could be brought into conversations on howto rectify
this situation

SEN. SANBORN: You know the |last tine the Federal Gover nnent
passed a | aw, because | don't think they have.

CHAI RMAN KURK: Ckay. Further questions? Thank you again.
Pl ease don't go far. Who knows. At this point, Ceil, did you
want to take a few m nutes?

THE COURT REPORTER: Yes, please.

CHAI RVAN KURK: Thank you. We'Ill stand in recess for five
m nut es.

(Recess taken at 12:40 p.m)
(Reconvened at 12:44 p.m)
CHAl RVAN KURK: Conmmittee will cone out of recess. Is

Representative Barry here?
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SEN. D ALLESANDRO He's comi ng.

CHAI RMAN KURK: Representative Barry will be sitting in for
Representative Goer. At this point, the Chair would entertain a
notion on Fiscal 16-109.

* * SEN. D ALLESANDRO. | npve the item

REP. WALLNER: Second.

CHAI RVAN KURK: Moved by Senator D All esandro, seconded by
Representative Wal | ner that 16-109 be approved. Further
di scussi on or questions? There being none, are you ready for the
guestion? All those in favor say aye? Qpposed?

CHAI RMAN KURK: The ayes have it and the itemis approved.

***x  {MOTI ON ADOPTED}

REP. WEYLER: VWhat was the vote?

CHAI RMVAN KURK: It was a voice vote. You want to chal | enge
the Chair?

REP. WEYLER. No, | want to wite it down.

CHAI RMAN KURK: It was a voi ce vote.

(11) Informational Materials:

CHAI RMVAN KURK: At this point, does anyone have any
guestions about any of the informational itens? There being
none, then because we m ght |ose a quorum during the course of

this audit, I'd like to take a notion from Representative Wyl er
that the audit be approved, et cetera, in the usual course, and
then we will hear the audit thereafter.

*x REP. EATON. Mbve.
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CHAI RVAN KURK: Representative Wyler, you care to nmake your
not i on?

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

CHAI RMAN KURK: Seconded by Representative Eaton.
Di scussion? Questions? There being none, are you ready for the
guestion? All those in favor, please indicate by saying aye?
Opposed? The ayes have it and the notion is approved.

***  {MOTI ON ADOPTED}
Audi ts:
CHAI RMAN KURK: At this point, I'd like to invite M. Smth

and conpany to present the State Revol vi ng Fund Managenent
Letter.

STEPHEN SM TH, Director, Audit Division, Ofice of
Legi sl ati ve Budget Assistant: Good afternoon, M. Chairnman,
Menbers of the Conmittee. For the record, |I'm Steve Smth, the
Director of Audits for the Ofice of Legislative Budget
Assistant. Wth nme fromour Ofice this norning to present the

Managenent Letter is Bill Mtchell. He is a Financial Audit
Supervisor. And joining us fromthe Departnent is Conm ssioner
Burack and Susan Carlson. I'Il turn it over, with your

perm ssion, to Bill.

CHAI RMAN KURK: Good afternoon.

WLLIAMH MTCHELL, CPA, MBA, Audit Supervisor, Audit
Division, Ofice of Legislative Budget Assistant: Good
afternoon, Comm ssioner, and Menbers of the Cormittee. For the
record, ny nane is WlliamMtchell, and |I'm here this afternoon
to present the Managenent Letter of the State Revol ving Fund or
SRF for the Fiscal Year ended June 30, 2015.

If you turn to the Table of Contents, you'll see the report

i ncl udes 16 Internal Control Comments, four are categorized
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mat eri al weaknesses, 12 significant deficiencies. The Departnment
concurs with 14 of the comments and partially concurs with two.

Also included in the report are Federal -- six Federa
Single Audit Coments, copied fromthe State Single Audit Report
concerning the operations of the SRF Federal C ean Water and
Drinking Water Prograns. You nay notice fromthe titles of the
comments in the report and the presentation this afternoon
there's a common theme running through the report and that is
the recomendati on of the establishnent of policies and
procedures for significant SRF operations.

To that end, Observation No. 1 on Page 3 of the report
notes the Departnent does not have docunented policies and
procedures in place for significant areas of their
responsibilities, especially operational and financia
accounting and reporting activities, including the financial
activities in the bulleted list on Page 3. The absence of
ef fective policies and procedures can result in a situation
where conpliance with Managenent's intentions and directions for
t he program can beconme dependent upon the know edge and
experience of current enployees. And w thout reasonably
conprehensi ve policies and procedures in place, turnover of key
enpl oyee positions can cause significant disruption to financia
oper ati ons.

We recommend the SRF establish policies and procedures to
support all significant operational and financial accounting and
reporting activities in coordination with Department of
Adm ni strative Services, the State Treasury, and other related
organi zations. It would be appropriate to ensure that the
policies and procedures are consistent with related State
policies and procedures.

(bservation No. 2 on Page 4 addresses the posting of
financial transactions in Project Manager, the SRF primary
i nformati on system supporting the financial statenents. We note
that during Fiscal Year 15, the SRF posted the mpjority of its
financial transactions in Project Manager in three batches.

Transacti ons generally should be posted as soon as practical;
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generally daily or at least nonthly. And transactions that are
recorded but held unposted in pending status do not update
account bal ances and can be changed w t hout | eaving an audit
trail.

We recommend the SRF establish policies and procedures for
the recording of transactions in the Project Manager systemthat
ensure the transactions are posted tinely and provide a conplete
hi stori cal accounting record.

(oservation No. 3 on Page 5 addresses the regul ar
reconciliation of the SRF information system As of June 30,
2015, the SRF had not fully reconciled the Project Mnager
accounting and information systemto simlar information in the
State's accounting system NHFirst since the SRF was desi gnated
as a separate enterprise fund at the start of Fiscal Year 14.

We recommend the SRF establish policies and procedures for
the regul ar reconciliation of the conmon data in the Project
Manager and NHFirst Systens.

Qbservation No. 4, the last of the material weaknesses is
on Page 6, and it notes the SRF did not establish effective
policies and procedures to account for and report on proceeds
intended to match Federal grant revenues during Fiscal Years 14
and 15.

Fiscal Year 14 the State issued approximately $19 mllion
of general obligation bonds to finance the State Match to
Federal programfunds drawn for certain clean water and drinking
wat er | oans.

During Fiscal Year 14 and 15, the SRF paid the State Match
from Capital Project Fund appropriations but did not charge the
bond proceeds cash account for the disbursenents. Auditors
proposed and the SRF recorded a material adjustnent in Fiscal
Year 15 financial statements to correct that. And, again, we
recomrend the SRF establish policies and procedures to account
for and report the State Match noney.
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Significant deficiencies begin on Page 8 with Cbservation
No. 5, which addresses issues with the SRF reconciliation of
cash and investnent accounts. W noted weaknesses in the SRF
cash account reconciliations that are identified in nunbered
paragraphs 1 through 5.

We recommend that the SRF establish policies and procedures
for formal bank reconciliation processes that include a full
docunent ati on of the reconciliation.

Qoservation 6 and 7 address risk assessnment and continuity
of operations plan. In Cbservation No. 6 on Page 10 we reconmend
the Departnment and SRF establish formal risk assessnment process
supported by policies and procedures for recognizing and
eval uating and responding to risk that could affect their
ability to reach their objectives.

In Qobservation No. 7 on Page 11, we recommend that the
Departnment continue with a rewite of their conbined continuity
of operations and di saster recovery plan.

In Qobservation No. 8 on Page 12, we note the SRF did not
have policies and procedures for managing its investnents of
excess SRF funds during Fiscal Year 15.

We recommend the SRF take increased responsibility for the
managenment of the funds and establish policies and procedures
for actively nonitoring and projecting cash flow need in
i nvest abl e bal ances and ensure that it maintains current and
conpr ehensi ve and executed i nvestnment guidelines for the State
Treasury.

observation No. 9 on Page 13 identified a segregation of
weakness existed in the SRF business office. And we reconmended
the SRF review and re-assign as practical the inconpatible
responsibilities currently assigned to one business office
enpl oyee, and also to ensure that the scope and responsibilities
pl aced with this enpl oyee is adequately docunented to allow for
continuity of operations.
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On Page 14, (Observation No. 10, we noted instances where
the SRF could inprove its report of accounts receivable.

In Qobservation No. 11 on Page 15, we note that audit
testing identified instances where charge rates applied to sone
SRF | oans were not in full conpliance with program
adm ni strative rules and | oan agreenents. Errors were
noted -- errors noted particularly of three types. The first
type included errors where charge rates applied to a | oan were
not the rates in effect at the tine of the execution of the | oan
agreenment. And, generally, these errors were due to the timng
of the preparation and execution of the docunments crossing an
annual rate change date.

The second type of errors we noted were instances where
there were errors in the calculation of charge rates used to
i nvoi ce borrowers.

And the third type of errors included charge rates applied
to | oans that were derived froman incorrect market rate.
Incorrect or misapplied charge rates result in borrowers paying
incorrect anounts to the SRF.

We recommend the SRF review the cause of the above noted
errors and institute controls to ensure charge rates are as
outlined in the programis rules are accurately determ ned and
consistently applied. W al so recommended the SRF review the
above noted errors and correct, as appropriate, the effects of
the application of the incorrect rates.

CHAI RVAN KURK: Before you go on, will you share with us
whet her those errors benefited the borrower or the Departnent?

MR. M TCHELL: They could go both ways.

CHAI RVAN KURK: On the total, if you added themall up, did
t he Departnment get nore noney or did the borrowers get nore
noney?
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MR MTCHELL: W didn't nmake that cal culation. W do give
an exanple. On Page 16 for loans closed prior to Fiscal Year 15,
there were sonme nunbers given where two borrowers were
over charged approxi mately $25,000 and $2, 000 respectively during
Fi scal Year 15 and overcharged approximately 181, 000 and 14, 000
respectively over the life-to-date of the |oan as of June 30,
' 15.

CHAI RVAN KURK: Wul d you be able to cal cul ate and give us
that information, the total inpact of these errors?

MR. MTCHELL: On the ones that we | ooked at, we could. What
I would say is that, in general, the differences were low in
terns of the -- the errors in the rates were | ow. The probl em
of course, is these |oans go over many years. So while the rate
di fference mght be low, the time aspect of the | oan can nake
t he nunber | arger; but we can do that, certainly.

CHAI RVAN KURK: Thank you.

MR. M TCHELL: Cbservation No. 12 on Page 17 noted a review
of enpl oyee access of authority to the SRF Program Project
Manager Common I nformation Systemindi cated a nunber of users
had excess authorities in the system And we recomended that
they review their policies and procedures to ensure that access
to the Project Manager system again, the key information system
for the SRF, is appropriate based on the enpl oyee's current job
responsibilities.

In Observation No. 13, we questioned whether the SRF drew
Federal funds at the earliest date allowed by the Federal
program And we recomrended the SRF review the application of
the Treasury State Agreenment with the State Treasury and the
Federal Agencies to ensure that the SRF is drawi ng Federal funds
as close as possible to when the underlying disbursenents are
made.

In Cbservation No. 14, we recommend the SRF establish
policies and procedures intended to encourage borrowers to nake

tinmely repaynents, and review its internal communication of |ate
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paynent information to ensure both the program managenent and
t he busi ness office are made aware of | oans that becone
del i nquent.

observation No. 15 on Page 21 illustrates opportunities for
the SRF to i nprove docunentation of |oan conditions, including
changes in | oan conditions.

And the final comment, Observation No. 16, we reconmend
that the SRF i npl ement policies and procedures to ensure that
t he appropri ate anount of revenue is recorded in the Audit Fund
Set - Asi de Account as required by statute.

Starting on Page 26 of the report are the Single Audit
Comrents related to the SRF Federal Program These coments were
included in the Fiscal Year 15 Single Audit Report that was
presented to the Commttee at an earlier neeting.

That conpletes ny presentation. | would |ike to thank the
Comm ssioner and the Departnent, and especially the enpl oyees of
the SRF, for their assistance and cooperation during the audit
and woul d be happy to answer questions anybody has.

CHAI RMAN KURK: Thank you, sir. Are there questions? You
want to wait? Conmm ssioner, would you care to respond?

THOVAS BURACK, Conmi ssioner, Departnent of Environnental
Services: Be very happy to. Thank you very nuch

Agai n, good afternoon, everyone. For the record, ny nane is
Tom Burack. | serve as Conmi ssioner of the Departnent of
Envi ronnmental Services. Please to be joined here this afternoon
by Susan Carlson, our Chief Operations Oficer. And | thank you,
M. Chairman, and Menbers of the Conmittee, for this opportunity
to speak to the Qbservations noted in the audit report.

First thing | want to do is to thank the LBA Audit Division
for their audit of our State Revol ving Fund for State Fiscal
Year 2015. Although she's not here today, | especially want to

t hank Christine Young, as well as other nenbers of the team
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Andrew Charl es and Kinberly Bisson, for their hard work on this
audit. We also appreciate the tine that both Bill Mtchell and
Steve Sm th have spent discussing these matters with us.

As you are aware, the State Revol ving Fund or SRF Program
has been in existence since 1989. Recently, in 2014, the SRF
Program was converted to an enterprise fund. So Fiscal Year 2015
was only the second year in which the SRF Program was accounted
for in this manner. And as we worked through this transition,
DES has been working and continues to work closely with the
Comptroller's Ofice in the Departnent of Adm nistrative
Services to hel p ensure a snooth conversion

We thank the LBA for identifying the issues noted in the
audit, and we are already actively working to address the
oservati ons and Recommendati ons made by the LBA, including
ensuring that we will have current policies and procedures in
witing for this program

M . Chairman, because you asked a specific question, | do
just want to take a nonent to address one set of the specific
findings, just to let you know that we are also working with the
Attorney Ceneral's Ofice on issues regarding the possible
m sapplication of interest rates that you asked about. And while
we do not believe that the program m scal cul ated or m sapplied
rates, we do understand the auditors' views regarding the
determ nation of the actual execution date of a |loan. And we
expect to update our adm nistrative rules and | oan docunents to
make this clearer for all going forward. And to the extent that
after a careful reviewis determned that errors have been nade
with respect to these, we would certainly nmake what ever
adjustnments financially are determ ned to be necessary.

There is one set of findings that the auditors made
relating to what we would consider to be clerical errors in two
| oans. Those were the two that M. Mtchell provided additional
information on. We are, in fact, in the process of cutting
checks now to provide rebates to those borrowers for excess
funds they have paid to date because of the clerical errors that
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were made. And we are also revising the anortization schedul es
going forward on those | oans.

So, again, we appreciate the LBA staff work on this audit.
They have really done their work now, and it's now up to us to
do our work. And I'mconfident that based on what we have
learned fromthis audit that we will be able to make this an
even better and nore effective programin serving the
communi ti es and people of New Hanpshire. And, with that, 1'd be
happy to take any questi ons.

CHAI RVAN KURK:  Thank you, Comm ssioner. Representative
Wyl er.

REP. WEYLER: Thank you, M. Chairman. Conmm ssioner, how
many enpl oyees are exclusively assigned to the SRF?

MR. BURACK: |'mnot sure that | can give you that specific
nunber. Do you know of f hand, Susan?

SUSAN CARLSON, Chief Operating Oficer, Departnent of
Envi ronnental Services: There are 67 enpl oyees across both
prograns. That's from conpliance work, |oan work, admnistrative
staff, engineers.

REP. VEYLER: Fol | ow- up.

CHAI RVAN KURK: Fol | ow up.

REP. WEYLER: In another matter, typically, if soneone
borrows $10 million on this program what is their repaynent? |
have been informed it's usually less than the | oan.

M5. CARLSON: Thank you. Normally, when under both the
dri nking water and now t he cl ean water program borrowers may be
eligible for principal forgiveness. And depending on the type of
borrower it is and various econom c factors, in the clean water
side they're eligible for principal forgiveness between 5 to
128 On the clean water side it goes higher than that.
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REP. WEYLER: Hi gher than that?

M5. CARLSON. Excuse ne. Yeah, on the drinking water side
it goes higher than that.

SEN. SANBORN: How nuch hi gher?

M5. CARLSON: It's upwards of 20 and 30% on the drinking
wat er .

REP. WEYLER Is it dependent on the denographics of the
di strict borrowi ng or what determ nes the forgiveness?

M5. CARLSON: It is nore involved in the ability of borrower
of -- hang on one second.

MR. BURACK: If you don't mind, we are going to ask Tracy
Wod who administers the Cean Water Programto cone and speak
to us.

TRACY WOOD, Admi ni strator, \WAstewater Engi neering Bureau,
Departnment of Environnental Services: Tracy Wod, Adm nistrator
for the Wastewater Engineering Bureau for just about a year now.
We have several factors that go and determ ne how nuch principa
forgi veness we give to each community; affordability,
envi ronnental benefit, whether they have an enforcenent action,
and several other factors.

REP. WEYLER: Thank you. Thank you, M. Chairman.

CHAI RVAN KURK: Coul d you tell us who bears the cost of
forgi veness?

M5. WOOD: The program

CHAI RVAN KURK: The program consists of a nunber of parts.
Does the General Fund bear that? Does sone Federal Governnent
agency bear that? Are the State taxpayers subsidizi ng what ever
community gets forgiveness?
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M5. WOOD: Ckay. So each year we have a Cap G ant that
comes fromthe Federal Governnent.

MR. BURACK: Capitalization G ant.

M5. WOOD: Capitalization Grant. And the State match gives
20% In order to, when we get that Cap Grant, there's certain
stipulations that go with it, and each year they tell us how
much we have to give back in subsidies to communities. So in
Fi scal Year 16, our Capitalization Gant is about a little over
13 mllion, and we have to give back 10% of that in principal
f orgi veness.

CHAl RVAN KURK: And of that 10% 80% cones fromthe Fed and
20% from t he State?

M5. WOOD: Well, the 13 million is the Federal portion, and

then the State woul d give us 20% which would be 2.6 mllion say.
And | believe we do give 10%of that 2.6 mllion to conmunities.

CHAI RVAN KURK: What happens to the other 90% You've got
$15.6 mllion. You just gave away 10%of it.

MS. WOOD: Hm hum

CHAI RMAN KURK: 90% is left. \Wat happens to that?

M5. WOOD: That is lowinterest |oans that are given out to
conmuni ti es.

CHAI RVAN KURK: |'m sure when Ms. Carlson gives us the

information that we requested this will all be clear. Thank you.

Representative Barry.

REP. BARRY: Thank you, M. Chairman. Usually when we go
t hrough an audit, we find sone areas that nmay require
| egi slative action. | saw none in here.

MR. MTCHELL: That's correct, Representati ve.

The -- normally, what we would do if there was a comrent that
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needed | egislative action, we'd put an asterisk beside it on the
Tabl e of Contents, and | neglected to say that none of these
currently need any | egislative action that | understand.

REP. BARRY: Thank you.

CHAI RVAN KURK: Senat or Sanbor n.

SEN. SANBORN: Thank you, M. Chair. | appreciate it. So if
| can back up for a couple questions before ny main drive point.
There's $260 million of a cash bal ance. But then between the
Drinking Water Fund and the Cl ean Water Act Fund, how nuch do we
have in outstanding |oans or bonds with nmunicipalities at this
point? What's the aggregate size of this programknowi ng 260 in
cash?

M5. CARLSON:. The bal ance of the fund at June 30, 2015, to
stay consistent was approximately 610 mllion.

SEN. SANBORN: Bet ween both funds?

MS. CARLSON: Both funds.

SEN. SANBORN: So 610 out in debt and 216 in cash.

M5. CARLSON: No, no. The total is 610. You have cash
of -- of 200 and then we have |loans out. And, |I'msorry, |
didn't bring the financial statenents with nme, but we usually
run about 350 to 375 million in |oans outstandi ng. That numnber
will go up substantially over the next few weeks as we give
Exeter its loan for $50 mllion.

SEN. SANBORN: That's just noving fromone GL account to
anot her GL account, going fromcash to | oan

M5. CARLSON: Yes.

SEN. SANBORN: If | may, M. Chair? So, for the record,
Comm ssioner, 1'd |ike to conmend you 'cause your new Assi st ant

Commi ssioner and his teamof staff as they have been -- as we
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have all been dealing with the PFOA issue. He's clear, he's
articulate, he is kind in a very conplex issue for people, and
t hey' ve done an anazi ng j ob.

MR. BURACK: Thank you.

SEN. SANBORN: |I'mvery proud of all the work and you shoul d
be as well. It's really been very open-ended. Back to this.

I, as you know, Comm ssioner, | have decades in commerci al
banking. So I've | ooked at this from a banki ng perspective. So
I think you guys are doing an amazing job and are so dedi cated
to ensuring clean drinking water and sone days | support and
agree with you and other days |I don't. But, in general, | think
your heart's in the right place and you' re doing the right
t hi ng.

MR. BURACK: Thank you.

SEN. SANBORN: But | |look at this docunent as a banker | ooks

at this docunent. |If | replaced every word in here that said
DES and put the Kurk Community Bank with $600 million in total
assets, honestly, | think people would be going to jail. Now I
know a | ot --

CHAI RMAN KURK: Certainly, Kurk would not be going to jail.

SEN. SANBORN: Wel |, whether or not he would be or should be
is a discussion we'll have on another day. But full disclosure,
bei ng heavily invested in bank stocks, having a twin that's CEO
of a bank and having spent 20 years in the banking industry
nysel f, understanding a | ot about MOUs and financial processes,

I question whether or not the role of |oan adm nistration should
be a function of DES or whether or not the Legislature, when we
tal k about, as the Representative said, when we | ook about the
role of agencies for all of these places, not just DES, where we
are | endi ng noney, shouldn't we be | ooking at, some woul d say,
maybe t he Banking Departnent to be adm nistrator, a guy |like ne
and others m ght say, should we be outsourcing the

adm ni stration of these | oans. Because this inplies that naybe
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due to soneone's fault, nmaybe due to just honest m stake, but

your bailiwick -- this will lead ne to believe your bailiw ck
isn't being a |l ender. Because if we are m sapplying paynents and
we are charging the wong rates and we are -- you know, this is

the type of stuff that | egends were nade of in the late '80s in
t he banking industry, and they weren't necessarily good | egends.

Again, | think your heart's in the right place, but I just
guestion is this a role for DES to be a bank and paynent
adm ni ster or should we be | ooking for sonme other way to process
this? Because, again, | would -- | would think that if, like I
said, if this was a comunity bank with $600 mlIlion, | can
guar antee you there woul d be indictnments handed around this
stuff.

MR. BURACK: M. Chairman, Menbers of the Commttee,

Senat or Sanborn, thank you for that question. | -- | appreciate
the concern and I want to assure you that when | first saw this
audit report, I -- | had sonme very simlar concerns because

these responsibilities are ones we nust take extrenely seriously
when we are managi ng any anmount of the people's nonies. | -- |
want to assure you that | have spent nmany, many hours already

| ooking at this, working wwth staff on this, and conmmuni cati on
with -- with folks fromthe LBA to fully understand their
concerns. We have brought the Attorney General's Ofice in
already to begin looking at this with us. | -- | want to assure
you that based on what | have |l earned so far fromthe Attorney
Ceneral's review, | would not concur in your analysis that these

are matters on which people would or could be indicted. | sinply
don't believe that any of this rises anywhere close to that
level. | could be wong about that, but that's -- but that's ny

view after | ooking at this closely and spending, as | say, sone
tinme ininitial consultation with the AGs O fice. There's nore
of that to be done, for sure.

I -- 1 would be pleased to sit down with you and ot her
Menbers of the Commttee and wal k you through in detail the
nature of the -- of the issues that have been raised here in
whi ch, candidly, we do have sone differences of opinion with the
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auditors in ternms of the appropriate application of the rules
to -- to these -- to these situations.

Having said that, with respect to who can nost
appropriately adm nister this program | -- | hear your concern
that nmaybe DES is not the right agency to do this. | would ask
you and all of your coll eagues here within the Legislature to
give us a chance to do everything we can to get this right to
make sure we do, in fact, have the right people on staff doing
the right -- the right work, that we have the right review and
anal ysi s being done at the right tinmes, and that we have the
right policies and procedures in place and, certainly, would
wel cone any input that you or other nenbers of the Legislature
woul d |like to share wi th us.

I will tell you that what | know of how ot her states
adm ni ster this sane programis that various states do it in
di fferent ways. There are sone states that effectively have a
separate agency that just adm nisters their revol ving funds, and
then there are other states that, as with New Hanpshire, package
all of this so that we can provide really one-stop shopping for
the cormunities. And, certainly, it will be within the
prerogative of the Legislature to | ook at are there other ways
that this all could be structured.

I would like to believe that we can nost effectively
adm ni ster this programand at the sanme tine neet all of the
concerns raised within this audit by bringing this all together
and keeping this all together. But, again, certainly open to
t hi nki ng about other ways that we can get this done.

I would point out that we do regularly bring in the
Busi ness Finance Authority to help us | ook at | oans and
underwiting i ssues so that we have their expertise available to
us. And it may be that there's nuch nore of that that we should
be doing in order to ensure that we are neeting not just the
envi ronnmental goals as you've indicated we are clearly doing,
but al so ensure that we are neeting our fiscal obligations to
t he hi ghest possi bl e standards.
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SEN. SANBORN: Fol | ow-up. Thank you, M. Chair. And,
again, for the record, I do not want to inply that anyone has
done anything with malice intended. Pl ease be assured |I'm not
sayi ng any of your staff have specifically gone out and done
somet hing wong. But |I'mjust concerned about financial
managenent. | nean, |ook, you know, | could never performbrain
surgery. You know, everyone has their skill set.

MR. BURACK: Right.

SEN. SANBORN: Why have you or why haven't you thought, and
this kind of goes back into what's the role of the State of
becom ng essentially a bank that —M. Chair, 1'Il say | didn't
hear that —what's the role of the agency, |ike, why aren't we
packagi ng these and selling themoff and reframe up all the cash
because I know we've tal ked, Senator D All esandro, | think, been
there, we talked about a billion or $10 billion, a clean water
program we coul d be doing. Wiy are we naki ng | oans and hol di ng
onto then? Wy aren't we packagi ng them and selling them which
again, frees up nore noney to do all types of nore program
Granted, you're sitting on $260 mllion in cash about to be 210
so you have sone |lending capacity there. But | just think if
this is kind of the prograns that we want to be doing, | think
there's a lot of things we could do which m ght necessitate
out si de processors or maybe the Banking Departnent that could
nove you along in your view for cleaner water for every town.

MR. BURACK: Thank you, Senator Sanborn, for that. | believe
the answer to that question is going to be that we operate under
the limtations that are given to us by the Federal Governnent
under the rules and statutes that guide the State Revol ving
Fund. | don't believe, but we will research this, to deterni ne
whet her or not we woul d have the authority to be able to take
the | oans and repackage themor secure it in some fashion if
that's what you're suggesting. | don't think we would have the
| egal authority to do that; but we will certainly look into this
based upon your question today.

SEN. SANBORN: Thank you, Conm ssioner.
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MR. BURACK: Any ot her thoughts you have on ways that we
could nore effectively |l everage these funds to get the
best -- the best available return for the people of New
Hanpshire, we're all for doing that.

SEN. SANBORN: Cool, thank you.

MR, BURACK: Thank you.

SEN. SANBORN: Thank you, M. Chairman.

CHAl RMVAN KURK:  Further discussion? There being none, we
thank you all very nuch. W appreciate it.

We' ve concl uded our business for today. Qur next neeting
will be on August 5'". Oh, yes, wait. M. Smith has an
announcenent for us.

MR. SMTH: Yes. If | could just take a couple m nutes of
the Committee's tinme in recognition to a Division enpl oyee,
St eve Fox.

REP. BARRY: Here he cones.

MR. SMTH: Dr. Stephen Fox will be retiring from State
service at the end of July. And since this is the last Fiscal
neeting before he retires, 1'd like to indulge the Commttee and
take a mnute to just acknow edge his years of service.

Dr. Fox started with the LBA Audit Division in January 1992
as an Audit Manager. He cane to the LBA fromthe State of
Virginia where he served in the Joint Legislative Audit Review
Comm ssion as a Senior Associ ate Legi sl ative Anal yst.

In October of 1998, after six and a half years in the
Di vision, Steve was pronoted to Performance Audit Supervisor in
whi ch he has served admrably for the |ast 18 years. During his
tenure, Steve has shepherded, by ny count, in excess of 60
performance audit reports which have been presented to this

Committee. Steve has been dedicated to his trade, displayed
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professionalismboth with the staff and auditees and represented
the Audit Division well.

On a personal note, 1've enjoyed working with Steve over
the last year and a half, and 1'd like to thank himfor his
assi stance and insight provided to nme during that tinme. So
Steve, thank you, and congratul ati ons.

DR. STEPHEN FOX, Perfornmance Audit Supervisor, Audit
Division, Ofice of Legislative Budget Assistant: Thank you.

(Appl ause.)

CHAI RMAN KURK: |1'd like to point out for the Conmittee's
benefit and for Steve's benefit that at $150,000 an audit the
man is responsible for $9 mllion worth of product.

REP. WEYLER: 1'd like to say that, maybe I'ma little odd,
but 1've always enjoy readi ng performance audits because they
give us a unique insight into the functions of the governnent.

I"ve enjoyed themall. | read every page. And | thank you very
much for all the enlightenment |1've received over the years from
your work. Thank you very nuch, Steve, and | wi sh you well in
retirenment.

DR. STEPHEN FOX, Performance Audit Supervisor, Audit
Division, Ofice of Legislative Budget Assistant: Thank you,
Representati ve Weyl er. Thank you, Menbers of the Conmttee. |
must say, M. Chairman, when | saw you reaching for the
cal cul ator | thought naybe you were going to cal cul ate the
nunber of audits we did over 18 years per year. But | would just
like to say, again, thank you, primarily to nmy coll eagues in the
Audi t Division and the Budget Division, and to the various
configurations of this Commttee through the years that |'ve
been here. | have to say that |'ve received nothing but support,
and it's been a great career, and | thank this body and the
people of the State of New Hanpshire for the opportunity to
serve in this capacity.
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CHAl RVAN KURK: Well, we really appreciate this because one
of the advantages of long tenure is that we have benefited from
a consistent standard, and in your case a consistently high
standard of work, and we can rely on these things and know t hat
it's solid. And so your departure will leave us in a position
where we are going to have to figure out whether the quality of
the output is conparable, better, or not so good in the future.
So your work, as well as your performance edit, will truly be
m ssed so thank you.

DR. FOX: Thank you.

SEN. D ALLESANDRO Best of luck in your retirenent.

CHAl RMAN KURK: Wth that, Ladies and Gentl enen --

REP. BARRY: Excuse ne. He did say | have to say. Wwo told
you you had to say that? Oh sorry, about that.

REP. EATON. WAs M. Kane going to nake a request at this
time or next neeting?

M CHAEL KANE, Legislative Budget, Assistant Ofice of
Legi sl ati ve Budget Assistant: Next neeting.

CHAI RMAN KURK: We stand adj ourned, folks. Thank you.

(The neeting adjourned at 1:23 p.m)
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