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James A. Noel
General Counsel
Office of the State Auditor
2540 Camino Edward Ortiz
Suite A
Santa Fe, New Mexico 87507

RE: Request for Information

Dear Mr. Noel:

I am in receipt of your letter, dated October 24, 2013, in which you request additional
information regarding the Public Consulting Group’s (“PCG”) audit. I have reviewed the
attachments to your letter wherein you note that the PCG audit provided to the Office of the State
Auditor (“OSA”) differed from that presented to the Attorney General’s Office, Medicaid Fraud
and Elder Abuse Division (“MFCU”) on June 21, 2013. While the copy of the PCG audit that
HSD provided to you differed in two respects from that provided to MFCU on June 21, 2013,
although not materially as you allege, it is identical to the corrected copy that was emailed to
MFCU on July 16, 2013.

The following is a brief timeline of events between PCG and HSD regarding the activities that
led up to PCG’s final report:

• May 31, 2013 — PCG presented HSD with its draft final report for review and comments;
• June 3-14, 2013 — representatives from PCG and HSD had several telephone

conversations in which HSD’s comments to the draft audit were discussed, including
HSD’s request (for the reasons noted below) to remove PCG’s statement that it “did not
uncover what it would consider to be credible allegations of fraud”;

• June 14, 2013 PCG submitted a second draft of the final audit report, PCG’s executive
summary, and PCG PowerPoint presentation;

• June 17-19, 2013 — PCG received HSD’s final comment for all documents;
• The PCG report, dated June 21, 2013, was presented in hard copy to MFCU,

representatives from the United States Attorney’s Office, New Mexico Taxation and
Revenue and the Federal Bureau of investigation (collectively “Law Enforcement
Agencies”). However, it contained two errors which were noted by HSD staff, the first of



which HSD had previously discussed with PCG but had inadvertently remained in the
June 21st report:

1. Pg. 22, Section 4.6 contained the following sentence: “PCG’s Case File
Audit did not uncover what it would consider to be credible allegations of fraud, nor any
significant concerns related to consumer safety.” This passage was removed because: (i)
under federal regulations, specifically 42 CFR §455.2, it is the New Mexico Human
Service’s Department (“HSD”), as the single state agency authorized to administer the
State’s Medicaid program, that makes such a determination and (ii) the determination as
to the existence of credible allegations of fraud would include, in addition to the case file
audit of the PCG report, the PCG enterprise audit and the Upturn report.

2. Pg. 212, there was an error in which ‘Pathways’ was listed on the
Presbyterian Medical Services Report Card.

July 16, 2013 - corrected copies of the report were sent electronically to Jody Curran,
MFCU’s Director, and Howard Thomas, Assistant United States Attorney.

In addition, you asked specific questions which are addressed below:

1. On what date did PCG provide HSD with the PCG Final Audit Report?

ANSWER: The final report was initially provided to HSD by PCG in hard-copy
and electronically on June 21, 2013. The corrected final report was sent electronically by PCG
to HSD on July 16, 2013.

2. In what format(s) was the above referenced report provided (e.g., hard copy,
MS Word, pdf, etc.)?

ANSWER: The June 21, 2013 report was presented to HSD officials in hard
copy; however, these copies were distributed to Law Enforcement Agencies’ representatives. It
was also transmitted to Larry Heyeck, in a pdf format. The July 16, 2013 correction was sent in
pdf format to Larry Heyeck.

3. What HSD staff members took possession of the report(s)?

ANSWER: Larry Heyeck possesses a hard copy of the July 16th corrected
report. No other HSD staff members are believed to have hard copies. The individuals noted in
the response to question 4 have pdf copies of the June 21st version of the report.

4. What are the full names of all those individuals (and the organizations each
belongs to and their position within the organization), who received a copy of the PCG Final
Audit Report, when they were provided with it, and in what format (e.g., hard copy, MS Word,
pdf., etc.)?

ANSWER: At the June 21, 2013 meeting, the following individuals received
or had access to a copy of the PCG report:
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Jody Curran, MFCU
Rick Pickup, MFCU
Howard Thomas, Assistant United States Attorney
FBI representatives
New Mexico Taxation and Revenue Department representative
HSD officials:

Brent Earnest — Deputy Cabinet Secretary;
Diana McWilliams — Director of the Behavioral Health Services Division;
Raymond W. Mensack — General Counsel;
Mark Pitcock — Deputy Director of the Medical Assistance Division;
Everet Apodaca — Program Integrity Manager
Larry Heyeck - Deputy General Counsel; and
Matt Kennicott — Director of External Affairs.

Each Law Enforcement Agency kept one hard copy of the PCG audit. Any remaining copies
from the meeting were retained by PCG. The June 21st PCG report was sent electronically in pdf
format as an attachment by Larry Heyeck to Jody Curran, MFCU, Jim Jacobsen, AGO, Howard
Thomas, Assistant United States Attorney’s Office, Raymond Mensack, Diana McWilliams,
Julie Weinberg, Everet Apodaca and Mark Pitcock of HSD, on June 24, 2013. It was
subsequently sent to HSD’s outside counsel, Charles Miller of Covington & Burling, LLC.

The July 16, 2013 corrected report was sent electronically in pdf format by Larry Heyeck to Jody
Curran, MFCU, and Howard Thomas, United States Attorney’s Office on that date.

Since that time, electronic copies of the July 16, 2013 corrected report were sent electronically in
pdf format by Larry Heyeck to the following individuals:

Jessica Hernandez, General Counsel, Office of the Governor;
Jonni Pool, HSD’s records custodian;
Scott Fuqua, Assistant Attorney General representing HSD in two lawsuits
seeking disclosure of the PCG lawsuit; and
Raymond Mensack, HSD General Counsel.

Mr. Mensack transmitted a hard copy of the corrected report to the Office of the State Auditor,
pursuant to a Stipulated Order.

Mr. Fuqua transmitted a hard copy to Judge Driggers, pursuant to a Court Order for an in camera
review.

5. What are the full names of all HSD employees who had a copy of, or access to,
the electronic version of PCG’ s Final Audit Report?

ANSWER: In addition to the individuals listed in the answer to question 4,
above, Secretary Sidonie Squier.
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6. Given the alleged confidential nature of the PCG Final Audit Report, what steps
did HSD take to maintain its integrity and confidentiality, and what, if any, chain of custody
procedures did HSD utilize in maintaining the integrity of the PCG Final Audit Report?

ANSWER: HSD has limited access to the report to those with the need to
know its contents. HSD recognized that it must maintain efforts to ensure that the PCG report
remains confidential as part of a law enforcement investigation. Everyone who has received the
PCG report understood, at the time the report was presented, the confidentiality of the document.
If you have any further questions, please feel free to contact me.

cc: Sidonie Squier, Cabinet Secretary, HSD
Natalie Cordova, Financial Audit Director, OSA
Janet Pacheco-Morton, Clifton Larson Allen

Larry Heyeck, Deputy General Counsel, HSD
Brent Earnest, Deputy Cabinet Secretary, HSD

General Counsel
Esq.
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