The State of New Hampshire

Annual Report
of the

State Treasury

As of and for the
FISCAL YEAR ENDED JUNE 30, 2016

William F. Dwyer
State Treasurer



TABLE OF CONTENTS

Cover Letter i
New Hampshire State Officials ii
Overview of the Treasury 1
Cash Management 2
Trust and Agency Accounts 3
Debt Management 3
State Guaranteed Debt 4
Abandoned Property 6
College Savings Plans 11
Seabrook Decommissioning Trust 13
Treasury Accomplishments and Initiatives 14
Exhibit 1 - Trust and Escrow Accounts 20
Cover Photos: Clockuwise from top-let: Lupine, Lancaster, NHL Courtesy Tabatha Young, Black Bears, Farmington, NH. Courtesy

Anonymous. Lake Winnipesaukee, Gilford, NH. Courtesy Debra Fraser. Greeley Pond - Lincoln, NH. Courtesy Melissa
VanSickle.




William F. Dwyer
STATE TREASURER

THE STATE OF NEW HAMPSHIRE

STATE TREASURY
25 CAPITOL STREET, ROOM 121
CONCORD, NH 03301
(603) 271-2621
FAX (603) 271-3922
EMAIL: bdwyer@treasury.state.nh.us
TDD Access: Relay NH 1-800-735-2964

SeptembeR8, 2016

Pursuant to, RSA 6:17, RSA 6:43, RSA tb:&nd RSA 20:7, | am pleasedpesenthe
Annual Report of the State Treasury, as of and for the fiscal year ended JR8&&0,

TheNew Hampshire Treasury is charged wtrforminga variety of financial
management tasks. Among those responsibilities, the Treagenseesnternalcashand
i nvest ment management fiusnscute sontsh ef 0§t atthee’ sStgaet nee
revenue bonds and other debt and, pursuans® &7 1C, is responsible for acquiririgppm
institutionalholdersand returning teightful ownersall financial property that qualifies as
abandoned property under the law. The Treasurer is also a memieneusoards and
commissions andervesas tustee and custodian of various State funds.

Please note that af the information contained in this report is unaudited and subject to
change pendingompletiono f t h e2018Coanprehénsive Annual Financial Report.

The staffof the Treasury andlbok forward to theopportunitiesaheadas we continually
strive toenhancend securely deliveahe wide range of financial management &y we
provide to the citizensf New Hampshire and to all branches of State government.

Respectfully submitted,

William F. Dwyer
State Treasurer
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OVERVIEW OF THE TREASURY

Part 2,Article 67 of the New Hampshire Constitution establishes the position of the Treasurer of
the State of New Hampshire. In accordance with the ConstitutiogtéteTreasurer is elected

by a joint session of the Senate #melHouse of Representatives (the General Court). This election
takes place on the first Wednesday of December following the biennial election when the newly
elected General Court nmsefor organizational purposeduring a joint session of the newly
elected members of the legislature on Organization Day, Wednesday, Dece@iibt,@Villiam

F. Dwyerwas electedbtate Treasuresffective January 7, 2015 through January 3, 2017

The State Treasury is responsible for a variety of financial managewetentiesincluding cash

and investment management, debt management, and the unclaimed and abandoned property
program The State Treasury will optimize the use of state financial assets and financial
obligations while protecting both through the deplogitredf secure technology, cestfective and

efficient banking practices, a commitment to the prudent management of public funds, and a
dedicated and highigualified staff.

The StateTreasurer ismexofficio member ohumerousoards and commissionacluding but

not limited tq the New Hampshire Retirement System, the New Hampshire Municipal Bond Bank,
the New Hampshire Business Finance Authority, Migclear Decommissioning Financing
Committee (Chairman) the New Hampshire Public Deposit Investment Paold the New
HampshireCollege Tuition Savings Plan Advisory Commiss(@nustee of the Plans)TheState
Treasurer is also the trustee of,b@marsadministrative responsibijitfor, many trust, custodial,
escrow and other funds.

The authorized staffing of th8tate Treasury for the 216-2017 biennium is 2 positions 5
unclassified and 17 classifieahd as ofthe close of fiscal year 261all positionsxceptonewere
filled. The organizational chart below illustrates thathorizedoositions for each functional area
as of June 3@016.
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CASH MANAGEMENT

The Treasury is responsible foméde array of cash management aciestpursuanto its role as

thest at e’ s “bank”. | t 1 smaintairthe d3pprepaaseamount ocash e s p o n
when andwhere neededn orderto finance theS t a toperatsng and capital budgets. This
responsibility ismetin several waysncluding ash flow forecasting, collecting and concentrating
funds,administeringdisbursements, and investing available daily cash balances.

In fiscal year2016, the Treasury managed ove8.$ billion in receipts and disbursements. A
summaryof receipts and disbursemeffids thepreviousthree fiscal yearillows:



COMPARATIVE STATEMENT OF RECEIPTS AND DISBURSEMENTS
(Unaudited)

As of and for the Year Ended June 30

2016 2015 2014
BEGINNING BALANCE 980,587,282 960,997,986 965,070,029
TOTAL RECEIPTS 6,203,199,653 5,766,380,565 5,327,456,481

TOTAL DISBURSEMENTS (6,121,522,116, (5,746,791,269 (5,331,528,524

ENDING BALANCE 1,062,264,819 980,587,282 960,997,986

TRUST AND AGENCY ACCOUNTS

Pursuant to RSA 11:1, the State Treassmvesa s t h e c AB ttust unda left tawaind “
accepted b.yAsbdfduwme A0, tthefair'market value otheforty-seven(47) trust
and agency funds wapproximately311million, with a maximum individual fund value 6276
million andinvestment objectiv@rangingfrom shortterm liquidity to maximum capital gain.
During fiscal yea016, o fundswere liquidatecandtwo accounts were opened hese funds
originated from a variety of sources and serve a wadgeof beneficiariesand purposesaA list

of these trust and agency fundong with activity and balances for fiscal y@ad6, is included

at the end ofthis reportas Exhibit 1

DEBT MANAGEMENT

General Obligation Bonds

General obligation debt is paid from the State's taxes and other revenues. As of 2006 &fal
outstanding general obligation debt w&2%.6million (unaudited) No general obligation bonds
were issued in fiscal year 2018 pproximately 73% of this debt will be repaid framrestricted
general fundevenuewhile theremaindemwill be paid from a variety of dedicated user fdeses
and otherevenues

Turnpike System Revenueand Federal Highway Grant Anticipation Revenue Bonds

In addition toadministeringthe issuance of general obligation debt, Treasirgsponsible for
issuingcapital improvement revenue and refunding bonds for the Turnpike Syasewell as
bonds backed in large part by Federal Highway funds for the Department of Transposiitidn
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Federal Highway Grant Anticipation Bon(ISSARVEE"). Turnpike System Revere bondsare
repaid solely from revenues (tolls) collected throughout the Turnpike SysMmonTurnpike
System bonds were issued in fiscal year 2006tal outstanding debt of the Turnpike System as
of June 302016was $09million (unaudited)

Similarly, no GARVEE bonds were issued in fiscal yg@ieé At June 302016the total amount
of GARVEE Bondsoutstandingvas #8144 million (unaudited)

Transportation Infrastructure Finance and Innovation Act (TIFIA) Financing

In collaboration with the Sta&tes Depar t ment aod puruanato RPoGaBat i on
Treasuryenteed into a $200 million Transportation Infrastructure Finance an Innovation Act
(TIFIA) loan from the U.S. Department of Transportation to provide additional funding for the
widening of Interstate 93 from Salem to Manchester. Borrowing under this federal program
enabledhe St#e to secure a significantly more favorainierestrate than conventional financing
would haveproduced Specifically, thdinancingagreement carriesrate of1.09% for the term

of the ban with principal payments deferred until June 1, 2025 anaa fnaturity of June 1,
2034. Additionally, the loan is structured similar to a line of credit whereby drawdowns will be
taken agonstructiorfunds are spenthusminimizinginterestexpensen the entire $200 million

for the term of the loan Drawdavnson the loarbegan in June 2016 and are curreeitpected

to continue through October 2020 upon project completion.

STATE GUARANTEED DEBT

The State is contingently liable for certain municipal government debt issues for water pollution
control bondsschool building, and landfill bonds up to statutory limits. The State also provides
certain guarantees for the debt issued by the Pease Development Authority and the Business
Finance Authority. There are statutory limitations on these contingent uketaingees:

1. The limit mayapply toeither the total amourdf the original guaranteer to the total
amount guaranteed that remains outstanding at any time; the latter is a revolving limit,
facilitating additional guarantees to be awarded as guaranteed debt is retired.

2. The statutory dollar limit maygonstitutea guarantee oéither the total amount of
principal and interesbwed, or the total amount of principainly; in the latter case
interest on th@rincipal amounbutstandingnay also be guaranteedtwithstanding
the principal guarantee limit.

Issuance of new debt with a State guarantee requires the approval of the Governor and Executive
Council.

As of June 302016 the remaining unused guaraatauthorizations under the various statutory
limitations were:



Purpose Guarantee Limit Remaining Capacity

Water Pollution and Waste Control Bonds $ 50.0 milliong) (2) $ 49.4million
School Building Authority Bonds $ 95.0 millionw) 2) $ 61.9million
Superfund Site Bonds $ 20.0 million $ 20.0 million
Landfill and Waste Site Bonds $ 10.0 millionw) 2) $ 10.0million
Business Finance Authority Bonds $1150 million @) $ 59.2million
Pease Development Authority Bonds $105.0 million $ 48.9 million
Housing Finance Authority Child Care Loans $ 0.3 millipn $ 0.3 million

@) Revolving limit
20 Limit applies to totaprincipal and interest.

Chapter 144, Laws of 2009, increased the State guarantee for School Bonds to $95 million,
effective July 1, 2009. In accordance with RSA 123, and as recommended by the School
Building Authority and approved by the GovernoidaExecutive Council, the State guaranteed
$51.6million (principal and interest) of General Obligation Qualified School Construction Bonds
issued byive school districts as of June 30, 2010. These bonds are federally taxable bonds created
through the Arerican Recovery and Reinvestment Act of 2009 and issued by school districts for
facility construction and/or renovation or for the purchase of land upon which a facility will be
built.

Chapter 47, Laws of 2015, amended the enabling legislation of theeBad=inance Authority

(RSA 162) to increase the Authority’s Unified
million. The legislation, which became effective May 21, 2015, established redevelopment
districts in unincorporated places, provided fine assessment of parcels located within
redevelopment districts, and authorized a state guarantee for such redevelopment bonds.

The State alsdears a contingent obligaticior debt issued by municipalities through the
Municipal Bond Bank. If any municipality that has issued through the Bond Bank fails to make
scheduled debt payments and escrowed funds are not sufficient to cover missed payments, the
Bond Bank mayequest nn-appropriated funds frotine legislaturén orderto cover any shortfall.

Although this exposure exists, the level of its risk is not easily quantifismbt®nsideringthe
potentialimpact of suchadefaudtn t he St at e’ s c¢ rLawbdff008, antendedg . C
RSA 35A:24 to include an intercept o r  “pmdramsueht tiain the eventof default by a
governmerdl unit, the Teasurer shall pay the bond bank the defaulted amount from general or
education trust fund appropriations that due to the governmental unibich defaulted.



ABANDONED PROPERTY

Overview

Pursuant to the provisions of NH RSA Chapter-€/1 Tr easury’s Abandoned
is charged with the task ofcoveringand returning intangible properties to the rightful owner or

heir. Typically, such properties are in the form of cash from dormant accounts but may also
include securities such as stock or mutual funds in share form. These properties are reported and
remitted by thanstitutional* hol der s” of such property. By an
banks, credit unions, corporations, utilities, insurance companies, retailers, as well as government
agencies and municipalities.

Diligent efforts are ma@e to ensure that the property owners are notified that their property has
been reported and remitted to ieision. Each Octobemaannual advertisement listing alvner

names reportetd the Divisionin the past yeaand their last known addresssis publishedn two
consecutive weekim a newspaper witlstatewide circulation generally the NH Union Leader
Additionally, a mailing in the form of a postcard notification is sent to the last known address of
the reported owneduring August and Septeer Further, the Division participates in
MissingMoney.com, a mukstate database of unclaimed property owner information, and also
maintains a page on the State Treasury website, affording ready access to any citizen inquiring
about a lost or abandosh@ccount.

Il n summary, the Division’s statutory obligati
deposit of unclaimed funds and shares; maintenance of a database of the properties; sending notice
to, and advertisement of, the name and lastwhmnaddress of the reported owner; processing

cl ai ms; and escheating uncl aimed funds to the
provides an overview of the annual workflow.
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Holder Reporting and Remittances

In fiscal year2016, nearly 3400 holders of property reported and remitted cash in exc&is .6f
million and delivereaverthreemillion shares of sick and/or mutual funds to thé & tcestodial
account.Over the past ten (10) fiscal years, the Division has tak&h5h,051,634rom holders

of abandoned property, averaging approximatély. $million annually.

The tables below depict since fiscal year 2007 the amount of cash reported and rerhittddrsy
as well as the number of holders reporting and remittitcjaimed propertyo the Division.
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Owner Claims Processed

During fiscal yeaR016, the Division returnedver $7.4 million dollars to citizensrepresenting
7,194claims paid. Thenumber of totatlaimspaidwas reduced in fiscal year 20y more than
2,000 claims. Thiseductiondid notaffect the total dollars retned to New Hampshire citizens,
which actuallyincreased fronfiscal year 20%. Insteadthe decline in th@eumber of claims paid
isthe resulbfthe O v i sJarwary 28186onversiorto a stateof-the-art operating system which
enables the payment of all properties recoveredrgyindividualvia a single claimrather than
separate claims for each ass@&his enhancement to the claims processrily one example of
how the new automatedsystem hasnade business operations more efficient mmgroved the
Di v i s iusitomérsesponse time-iscal year 2016 was the first full fiscal yadilizing this
operating systemThe efficienciesachievedby the operating systemesulted inmore individual

claimants paid and $1 million moreturnedto property ownerseven ag h e

processing staff reviesd and approgd 2,000fewerclaims.

Di vepogi on

Thereduction in the number of claims paidntinues tageneratean increase in the size of the
average claim paidin fiscal year 20% the average claim sizeas $83 The average clairsize
increased to 029in fiscal year 20B. The largestindividual claimin fiscal year 205 was

$1,004,104

t he

| argest

has been returned to owneas average afiearly$6.3 million returned each year.The notable
increase in theumber ofclaims paidn fiscal year 2012vaslargelydue toadditional processing
of recipracal claims paid to other states
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Non-SecuritiesEscheatnent (NH RSA Chapter 471C:30-31)

On a gross basishé Division deliveredchearly$10.8 million to the General Fund during fiscal
year 2016. RSA 471C:30-31 providesfor certain deductions from thigross amounfor
escheatment to New Hampshire counties dred payment ofadministrative expenses of the
Division. Over the past ten (10) fiscal yeaapproximately79 million has been escheated to the
General Fundanaverage transfer of funds of nea$l§.9 million each year.

(The following graph excludes the impact of the liquidation of securities for fiscal years 2007
through2016, discussed below.
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Escheated to General Fund
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Securities Liquidation (NH RSA Chapter 471-C:30-31)

StateTreasury practices, with respectthe liquidation of unclaimed securities, were modified in

fiscal year2007i n an ef fort to recover and deliver pr
Fund on a timelier basisEssentially, proceeds from liquidated securities are transfeyrtdue

General Fund inhe same fiscal year they are sold, as opposed to beidddrehan additional

period as was past practicelhe result of this change is an increase in recent year escheatment
dollars with significantproceed$eing delivered to the General Fund in conjunction with, and in
addition to, the annual escheatmenffats. Liquidation proceeds delivered to the General Fund

during fiscal years 2007, 2008, 20@91Q 2011, 2012 2013 2014 and 2015vere $16.1 million,

$2.9 million, $6.3 million$1.2 million, $3.1 million, $3.0 million, $6.4 million $9.1 million, and

$3.6 millionrespectively.In fiscal year2016, $ 5.4 million was similarly delivered.

COLLEGE SAVINGS PLA NS

As the fiscal year closed, Treasury andNieev HampshireCollege Tuition Savings Plan Advisory

Commi ssion (“Advisory Cl8years fasimirosterinythe NMIQUECc o mp | e
College Investing Plan ant years ofadministeringhe Fidelity Advisor 529 Plan, pursuant to

RSA 195H. Both plans are managbg Fidelity Investments, under contract to the Stateugh

calendar yeaend2018 The combined assetsder managemeibr the two plangotaledover

$14.8 billion at the end of fiscal ye&016. The combinedNew Hampshire Plansankedfourth

amongall state plans inhe market value ossets. Plan assets were heldy nearly 815,000
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participants throughout tHgS and its territories The averagarticipantaccount balance as of
the end of the fiscal yeavas $23,515in the UNIQUE Plan an®22,337 in the FA 529 Plan
highlighting that this is a college savings vehigamarily used bymiddle and lower income
families.

Both plans are very flexible and withdrawals can be used for a ity of qualified higher
education expenseasich acompuers,books, required supplies, equipmemiom and board, and
tuition at accredited postsecondary schools, anywhere in the United States and at several
international institutions. There are imzome limits on participation, whidls open to anyone,
regadless of state of residence. The UNIQUE College Investing Plan is sold directly to retail
investors, while the Fidelity Advisor 529 Plan is sold through financial intermediaries, such as
financial plannersParticipants in these Plans haviotal of63investment portfab options from

which to choose, comprised afiebasedarget staticallocationinvestmentand individual fund
portfolios representing both actly managed and index funds, as well as a seriegefmulti-
firm or “ op’enpoaoarrtcftha ltiietcsiuceddeany thev2@1? fescal year The
portfolios are largely funds of fundmnd range from aggressive 100% equity funds to highly
conservative money market fund€hanges to investment portfolios are continually revieined
orderto ensure enhanceadvestmenperformancdor Plan participants.

The New Hampshire Excellence in Higher Educat
pursuant to RSA 6:38 and is fundéddrough a monthly investment managemeassessment
generatedby the two plans. The purpose of the Trust Fund sawide scholarships to financially
disadvantagedNew Hampshire students attending New Hampshire postsecondary education
institutions, under thdirectionof the Advisory Commission, and sexarily, topay for costs

incurred by he Advisory Commissionn the administration of the PlansTwo scholarship

programs, implemented in mRDOG6, are:

1. UNIQUE Annual Allocation Program“Annual Prograrh), which providesyearly
scholarships to New Hampshiresidentstudents attending the University System of
New Hampshire(*USNH’), the Community College System of New Hampshire
(“CCSNH), and eleven other eligible and participating New Hampshire postsecondary
education institutins. During the 2013 legislative session, HB2 restored the UNIQUE
Annual Awards program to its historical method of operathan{inistrative RuleCsp
600) afterthe majority ofrevenus that fund thescholarshipsrad been relirected to
fund appropriatiasto USNH and CCSNHor the201213biennium In July 205, an
AnnualProgramellocation ofapproximately $1 millionvas distributed to participating
institutions, both public and privateased onndividual scholarship amounts $700
each for full time-students ($350 for partime). Additional scholarship
reimbursementsf nearly $16 million weredistributedto participating institutionat
the end of fiscal 2@, resulting inatotal distributionof nearly$2.7 million in UNIQUE
Annual Awarddor the year

2. UNIQUE Endowment Allocation ProgramiEndowment Prograi), which provides
monthly funding to restricted endowment funds established and manad#siNgy,
CCSNH,andeightother eligible, norprofit New Hampshe postsecondary education
institutions. With these institutions providing scholarships from the earninys s
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growing endowment furgl it is intended that future UNIQUEcholarships will be
available to New Hampshire students in perpetuityder he provisions of HB2n
2013 the EndowmenProgram wasalso restored tostoriginal method of operation
(Administrative Rule Csp 700), with 80% thfe monthlyrevenueshare from Fidelity
being allocated to participating institutions. As a reswier$10.1 million in payments
weredistributedto participating institutions throughout fiscal year @01

Eligibility criteria for both scholarship programs were developed by the Advidonymission
and are established in administrative rulies the EndowmenProgram while the eligibility
criteria for Annual Program scholarshigaerevised and approveat least annually.

Since their inceptionhe scholarshipprogramshave distributedscholarship fundingf nearly$98
million through the end of fiscglear2016 as follows (in thousands of dollars):

2015

Fiscal From

Year Inception
Annual Program $2,695 $21,777
Endowment Program $10,181 $75,971

As of the end of fiscal ye&016, the Trust End hada market value afiearly$2.5 million.

SEABROOK NUCLEAR DECOMMISSIONIN G

As of June 30, 216, the Seabrook Decommissioning Tri#sind held marketvalue assetsof

$6136 million, finishing the yearflat with no aftertax gain This outcome was primarilyue to

volatility experiencedn the capital marketsduring thefiscal year, as globaleconomiedaced
financialchallengesn the firsthalf of thefiscal yearand uncertaintpresidedover the economic

effects of the U.K. referendum vote to leave Ewgopean Union in latdune of 201§ “ Br ex i t ")
The decommissionindrust represents the cumulative contributions made by the owners of the
Seabrook Nuclear Powetationfor the cost of future decommissioningombined with the
investment earnings othe trust balancenet of applicabletaxes andjualified administrative
expenses. The trust is invested on the basis of elections made by each individual owner, subject
to an investment policy approved by the State Treasurer, and influenced by the taof statis
individual owner. Trust fungroceeds malgeinvested in a mix of equities (stocks), fixed income
securities (bondsyirect lending portfoliosand caskequivalents The allocation of funtioldings

at the end othe fiscal year wa65% equities 29% fixed income and6% alternative investments

(direct lending) In addition,over$31.9 million was held in separate escrow accowntdehalf

of the ownersat June 30, 2IB6. Escrow holdings primarily consist of cash and cash equivalents,
with theStateTreasurer and Deputy State Treasurer having signatory authority, but not custody of
the funds.

The Seabrook Decommissioning Trust is not in the custody of the State Treasurer, nor does the
Treasurer serve as the trustee. It is held in tru@dk of New YorkMellon on behalf ofthe
owners of the Seabrook Nuclear Power Plant for the sole purpdsadig decommissioning
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costs when the planteases operations Although the Treasurer serves on the Nuclear
Decommissioning Financing Committ@eursuant to RSA 16Z&) and is presently Committee
Charapproves the Tr ust(pussuanttovhe Masterelrust Agteneahd | | ne s
fulfills certain other administrative rolegshe StateTreasury provides no direct financial
management or custodial services to the Trust.

TREASURY ACCOMPLISHMENTS AND INITIATIVES

Treasury achieveseveramilestonesver the past year and continues with a number of initiatives
which commencediuringprior fiscal yeas and are ongoing. As a service provider to other State
agencies, these important changes could not have taken place without the faddecated
collaborationof Treasury staff, a variety of State agencies, the Legis|atmc privatesector
financial services firms.

Abandoned Property, Holder Compliance and Future Initiatives

Treasuwy remainsat the forefront of the national initiative to review the reporting history of the
nation’ s | i f e Thisaffartisfooused onpletesvininghetiheghe insurance
companiesrein full compliance with abandoned property reporting requirements with regard to
benefitsgenerated biife insurance policiesin 2011 New Hampshire was one of the first states

to join with Verws Financial LLC, to undertakehis review processAs thisinitiative evolved,

most other states also joine@lhese efforts were reenergizédringfiscal year 2016as many

national news stories provided posito@verage e gar di ng t hdprapertgt e s’ uncl
program efforts in this ongoing compliance project.

Throughthe close ofiscalyear 208, the state of New Hampshire has receiaedtal ofmore
than$16.5 million in life insurance benefit proceedsith $1.4 million received in fiscalear
2016 Through increased reunification efforts, Treasstrives to ensurthat this property will
be returned to the New Hampshire citizeriso were the intendetkcipientsof these policy
benefits.

In fiscal year 20@&, Treasurycommenceaontract negotiationsith three new firmso conduct
unclaimed property compliance reviewsitsbehalf. Thesefirms presentednnovative action
plans to compel compliance by various sectors of the holder commiinggisuryhopes to
finalize these camact negotiationand seek Executive Council approirakarly fiscal year
2017 The additim of these three firmsould increaseo ninethe totalnumber offirms the
Treasury contracts with farocurethese important services that ultimately allow Theasury to
return millions of dollars in unclaimed property to the citizemd lusinesses of New
Hampshire.

The Divisionremainsresolutein its commitment t@onductingeducationabutreachseminars

with both abandoned property holders aigtitful propertyowners. In fiscal year 204 the

Division resumedhese holder and owner outreach efforts fierfirst time in recent memory and
continues to expand this programm.n f i scal year 2016 these effor
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record siigle claim total of $1,004,104 ardecord outreach eventombinedlaims total of
$67,000. The outreach recoraccurredat the Made in New Hampshire Expo in Manchester in
the spring of 2016 The overarching goal of thes#ortsis to reunie New Hampgire citizens
with their unclaimed or abandoned property

Analysis of Banking Balances,Products, and Processes:

Treasury analyzes its relationsdipith banking vendorand the impact they have smatewide
cash operationsThis analysis is conducted in several ways atcbunts fothe deployment of
balances heldnstitutional bankingproducts utilized, and procesgeiowed.

On adaily basis, Treasurgerformsan analysis of General Fund balances held. The result of this
analysis is th@dministrationof balance heldi n a manner whi ch meets *“ (
Gui del i nes f or Whlpeaensuangsafetygand kquidity lsalancesrestrategically

mairtained to optimize the rate of return. These efforts resulted in net General Fund interest
income earned ifiscal year 2086 of $723,310 This amount is net of the cost of institutional

financial services provided by banking vendosschieving thisoutcomeresuls not only from

optimizing returnsput also carefully analyzingservices andhe associatedees incurredor the

bankng serviceautilized by Treasury

On a monthly basig;reasuryrigorouslyanalyzes bank service statements to ideotrgrallprice

and volume changes. This effort lmgcessfullyidentified opportunities to improve efficiency

or the presence adny inconsistencies in pricing. Opportunities to improve efficiency are often
discussed during regularly scheduled meetingstween Treasury and its banking vendors.
Inconsistencies in pricing or volume are brought to the atteatibn each bank’ s cl i e
manageans they are identified.

The analysis of bank products utilized by individual agenmie3tate entgrisesis conducted on

a rolling basisas aresulto f e i t h e routrdachetcaagemaiey Or 1 response togqaean c y ' S
request. This analystonsistently integratebe specificbank, accounts, products, anodgesses
being utilized by the gencyor entity in conjunction with the overalbbankingrelationship the
Treasurymaintains.

Treasurycollaborateswith its bankng vendorsto not only emance operational efficiencies
generated by the uselohnking productdyutalso toensurespecific business continuity processes
that will enablesecure and efficieriankingoperationdn the event of an interruption in normal
service delivey.

In conclusion, theonsistent anthoroughanalysis ofbalancesproducts and processesasnot
only an accomplishmennt fiscalyear 208, butalso arongoinginitiative whichspandiscal years.
These continued efforts will therefore be reported each fiscal geabanking products and
processes continue évolvealong withthe needs of th8tate andts agencies.
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Bank Service Fees - FY 2016

80,000.00

FY 2014 Monthly Average: $56,399.20
FY 2015 Monthly Average: $59,558.46
FY 2016 Monthly Average: $60,544.74

70,000.00

0.00 -
Jul-15 Aug-15 Sep-15 Oct-15 Nov-135 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16 May-16  Jun-16
e Total Fees (All Banks) e T otal Fees (Citizens) s Checking services s COIn/CUTTENCY SEIViCES
s Deposit recon services @ Check recon services s Controlled disbursement services === ACH electronic services
s M oney manager GPS services Wire Transfer Services Information/Online Services Zero Balance Services
== Data Exchange Fax International Services Account Analysis Services e Other services

————— Linear (Total Fees (All Banks))

LEAN Initiati ve

Collectively, Treasury demonstes a LEANculture and cotinues to be engaged in the LEAN
process improvement initiative while striving to maintain strong internal conffoéasury has
participated on atatewide levelrd has continued to utilize LEAProcess improvement
techniques as part of itmgoingoutreach to agenciegth regard tadeposit procedures.
Through Treasurys me mber s hi p iNatworklEeecutieS t Gia nem itst Et AeNe ”
support of LEANprocess improvemefforts statewidecontinued throughouidcalyear 2086.

Legislative Activity

Treasury continued to work witkgislators seeking tmtroduce new legislation or amend
existingstatues During the2016 legislative session, Treasury wedwith many of the
legislative committees and studynemitteesby providing research andstimony and also
submitted fiscal notes in resporteenumerousegislative serviceequeston a variety opolicy
issues.
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Treasury Policy Developmen & Compliance

To enhance professionalism, strengthen personal ghimdpromoteteamwork, Treasury adheres

to a formal Code of Conduct policy and a Fraud Policy anddtture which are applicable to, and

will be signed off byeach staff membeannually A comprehensivend ongoing-raud Risk
Assessment is routinelgdministeredwhich includes monitorind r easury’' s r ol e in
internal controlenvironment anghrocesssof the Stateandreviewing confidential data flowing

into and out of Treasury to other agenciesocobanking partners, as well as anatggdetailed

processes and procedures internal to Treastihg comprehensive Fraud Risk Assessmeas

enhanced in fiscal year 2016 and will continuédoal year 207 in order tostrengthersafeguards

over State cash and investmerts well as all other aspects of Treasury Operations

Treasury Dashboard

In May 2014 the Treasuryaunchedhe periodidistribution of Dashboard Reports to members

of the Legislature andontinues to poghes reporsto the State Treasukyebsite
(http://www.nh.gov/treasury/formgublications/index.htm#dashbogrduring legislative

sessions, typically from December through June, the State Treasury Dashboard will be updated
on a Friday bweekly basis.During the remainder of the year, the Dashitdogill be updated on

the second Friday of each month.

A summary of the metrics presented in the Dashboard:

1 Liquidity Update is the amount of combined operating cash available to the State
Treasury, not including i nveentytymhdldsigssuch a

1 Abandoned Property ClaimsUpdatei s an i ndication of how *“ c.
is in terms of processing claims receiveédt.a maximum, the Division is statutorily
allowed up to 90 days from the date the claim is filed to provid#ewmotice to a
claimant regarding the status of the claiBuring certain high volume times during the
year, generally August through November, the Division might fall behind {906€ays
in processing claims.

1 Bonds Outstandingis a snapshot of howunsh and what major types of bonds were
outstanding as of the end of the previous fiscal y&hat date is used because it allows
the reader to verify the information again
Annual Financial Report.

1 State GO CreditRating summarizes the current credit rating and outlook that each of
the three major rating agencies has assign
bonds. In order to provide a more complete coniéixé report also includes summary
level data highghting where the State ranks in relation to other states that issue GO
bonds.
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1 Key Debt Metrics is a table that tracks the progress over the past five fiscal years of
important debt affordability measuresnitored by the rating agenciesinualdebt
sewice-to-revenue anadutstandinglebt per capita.

T New Money GOBondlIssueResults s a record of what ni"t cost
basis to issue GO bonds for the ten most recent issues. The graph provides a visualization
of the condition of the municgb finance and interest rate markets that prevailed at the
time of each issue. For example, the most costly recent GO bond issue occurred in
November 2008 during the start of the capital market upheaval that triggered the Great
Recession. Theable also prsentsa simple(lunweighteda v er age of t he St at
funds” for the ten previous GO issues.

Remediation of Observations from 2014 LBA Financial Audit

On June 16, 2014 Governor Hassan issued Executive Ordef20Wvhich in effectequires
Stateagencies to report on their progress in responding to afdhe Legislative Budget
Assistanton a semiannual basisln an LBA financial audit dated March 11, 2014, thirteen
observations were identified and reported to the Legislative Fiscal Comn@tteAugust 12,
2014 (within 60 days of the Executive Order, as required) Treasury filed its iaiiadiation
planand has since filed updated stateygortsregarding its remediation efforts on March 21,
2015 September 21, 201March 21, 2016, andeptember 21, 2016These reportsncluding
the original LBA audit reporican be accessed on the Transparent NH website at

http://www.nh.gov/transparentnh/audit/index.bhtm | i st edr utmdet O foeghaeasur
the Treasury website http://www.nh.gov/treasury/formagublications/index.htm#auditA
summary of Treasury’ s paogfobowsss i n resolving a
Observations 1 2 3 4 5 6 7 8 9 | 10 | 11 | 12 | 13

03-21-15 P P P

09-21-15 P P S P P P

03-21-16 S| S S P S S

09-21-16 S P S

R —-Resolved S-Substantially Resolved P —Partially Resolved Y Unresolved

Treasury remains committed to fully resolving all audit findings and includesupdisted
statusrepors an estimated target date for the final remediation of all findinggetdully
resolved.

Treasury WebsiteConversion

On Tuesday April 262016,Treasuryin collaboration withthe Department of Information
TechnologyWeb Support Divisionreleased itsipgradedublic website
http://www.nh.gov/treagry/. Theenhancedvebsitedeliversmany improvenents over the prior
website,including new content andignificantly bettenavigation as well as full compatibility
for viewing on mobile devices. The website is also fully compliant with DolIT State website

18



http://www.nh.gov/transparentnh/audit/index.htm
http://www.nh.gov/treasury/forms-publications/index.htm#audit
http://www.nh.gov/treasury/

standards, with Treasury IT staff now equipped to maintain and update the site as needed. We
express our thanks to Commissioner Denis Goulet and his staff floextpeirt assistance,
insight, and support.

[THIS SPACE INTENTIONALLY LEFT BLANK]
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TRUST AND ESCROW ACCOUNTS HELD BY THE STATE TREASURER (EXHIBIT 1)

FISCAL YEAR 2016

July 1, 2015 Dividends Net Net June 30, 2016
Beginning & Transactions Change Ending
Market Interest During in Market Market
Fund Name Value Earned Year Value Value
Department of Education
- Harriet Huntress 47,692 874 1,168 176 49,909
- Hattie Livesey 24,381 461 629 17 25,488
- John Nesmith 439,152 7,915 (474) (85) 446,508
- Special Teachers Competence 199,745 3,881 (6,051) 2,287 199,862
Department of Environmental Services
- Connecticut-Coos 2,132,629 6,307 0 0 2,138,936
- Mascoma 42,841 127 0 0 42,968
- Newfound 80,558 238 0 0 80,796
- Piscataquog 17,966 53 0 0) 18,020
- Squam Lake 89,320 264 0 0 89,584
- Sugar River 12,615 37 0 0) 12,652
- Winnipesaukee 19,680 58 0 0 19,738
- State of New Hampshire Drinking Water and Groundwate 0 276,457,245 0 276,457,245
Department of Fish & Game
- Lifetime License Fund 1,358,892 4,485 245,265 0 1,608,642
Health & Human Services
- Laconia State School 154,661 457 0 0 155,118
- Matthew Elliott Memorial Trust Fund 4,683 14 0 0 4,697
- New Hampshire Hospital 7,034,689 143,885 263,742 (318,279) 7,124,036
- NH DHHS DCYF As Guardian for 01 1,534 5 0 0) 1,538
- NH DHHS DCYF As Guardian for 02 32,024 95 0 0) 32,119
- NHSLRP/JUA Escrow Account 1,600,005 4,732 0 0 1,604,737
- Youth Development Center 34,667 103 0 0) 34,769
Department of Labor
- Crown Paper Workers Compensation 15,266 2 0 0) 15,267
- Special Fund for Active Cases 33,204 0 (7,749) 0 25,456
- Special Fund For Second Injuries 3,782,294 25,200 (1,957,336) 0 1,850,158
Dept of Resources and Economic Development
- Caroline A. Fox Fund 190,129 434 (23,079) 0 167,484
- Tip-Top House Fund 24,225 72 0 0 24,296
Department of Safety
- Financial Responsibility 172,614 537 (12,580) 0 160,571
- Road Toll Bonds 184,165 311 (99,334) 0 85,142
- VOIP Escrow 4,671 0 (4,671) 0 0
New Hampshire Veterans' Home
- Benefit Fund 677,622 13,180 (58,435) (220) 632,146
- Guy Thompson Account 15,022 44 (31) 0) 15,036
- Members' Administrative Account 511,437 1,446 25,533 0 538,416
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TRUST AND ESCROW ACCOUNTS HELD BY THE STATE TREASURER (EXHIBIT 1 CONT.)

FISCAL YEAR 2016
July 1, 2015 Dividends Net Net June 30, 2016
Beginning & Transactions Change Ending
Market Interest During in Market Market
Fund Name Value Earned Year Value Value
NH Higher Education
-NH Higher Ed- Concord Hospital Surgical Technology Prog 0 4 10,000 0 10,004
-NH Higher Ed- John Mason Institute 12,001 35 0 0) 12,036
-NH Higher Ed- National Seminars Group 25,027 46 (25,073) 0 0
-NH Higher Ed- Stonemakers Corporation 100,100 296 (100) 0) 100,296
Office of Energy and Planning
- Land Conservation Monitoring Endowment 3,587,519 61,116 15,896 (255,188) 3,409,343
Public Utilities Commission
-Electric Assistance Program 1,016,399 124 (98,465) 0) 918,058
Racing & Gaming
-Pari-Mutuel Commission Licensee Escrow 325,205 961 (493) 0 325,672
-State of NH Racing - Casablanca 25,016 74 (38) (0)] 25,052
Treasury Department
- College Savings Plan Trust 2,881,561 64,724 (567,119) 87,692 2,466,858
- Foreign Escheated Estates 0 0 0 0 0
- Japanese Charitable Fund 110,301 2,348 1,388 (1,449) 112,588
University of New Hampshire
- Benjamin Thompson Trust 2,075,421 37,320 (73,446) (53,866) 1,985,428
Other
- Community Conservation Endowment 3,245,831 50,922 139,892 (252,347) 3,184,298
- Conn Lakes Headwaters Natural Areas Stewardship 1,753,414 27,213 62,120 (125,322) 1,717,425
- Conn Lakes Headwaters Tract Monitoring Endowment 1,752,935 27,075 38,010 (124,171) 1,693,849
- Conn Lakes Headwaters Tract Road Maintenance 1,762,642 27,242 39,292 (124,850) 1,704,326
Total Trust & Escrow Accounts $37,611,754  $514,715 $274,365,704  ($1,165,606) 311,326,568
- Unclaimed and Abandoned Property @ 21,342,535 439,894 (3,514,999) 0 18,267,431

(1) This includes only the securities held by ACS Unclaimed Property Clearinghouse.

Columns may not add due to rounding.

21




