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Pursuant to, RSA 6:17, RSA 6:43, RSA th:and RSA 20:7, | am pleasedpesenthe
Annual Report of the State Treasury, as of and for the fiscal year ended JR8&330,

TheNew Hampshire Treasury is charged wprforminga variety of financial
management tasks. Among those responsibilities, the Treasenseesnternalcashand

i nvest ment management fiusnscute sontsh ef o3t a theeb sS t gaet nee

revenue bonds and other debt and, pursuan& &7 1C, is responsible for acquirirffgpm
institutionalholdersand returning teightful ownersall financial property that qualifies as
abandoned property under the law. The Treasurer is also a membenaousoards 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 2018 Comprehénsive 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 elged

by a joint session of the Senate and the House 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 nmeefor organizational purposeduring a joint session of the newly

elected members of the legislature on Orgation Day, Wednesday, DecembeR016, William

F. Dwyerwas electetb a second term &tate Treasuraffective January,2017 through January

1, 2019

The Statelreasury is responsible for a variety of financial management activitkegling cash

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

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

The StateTreasurers an exofficio 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
Commitee (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, manytrust, custodial,
escrow and other funds.

The authorized staffing of th8tate Treasury for the 2IB-2019 biennium is 2 positions 5
unclassified and 17 classified\s ofthe close of fiscal year 281there were 4acant positions
Theorganizational chart below illustrates #ngthorizedgositions for each functional areeeffect
as of Jun&0, 2018.
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As of June 30,2018

CASH MANAGEMENT

The Treasury is responsible fomée array of cash management aciegtpursuanto its role as

thest at ebs fAbanko. | t 1 smaintairthe dpprepaaseamountboscash e s p o n
when andwhere neededn orderto finance theSt a toperatsng and capital budgets. This
responsibility ignetin several waysncluding cash flow forecastingollecting and concentrating
funds,administeringdisbursements, and investing available daily cash balances.

In fiscal year2018, the Treasury managed over.$ billion in receipts and$6.9 billion in
disbursements. Aummaryof receipts and disbursemerfts the previousthree fiscal years

follows:
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COMPARATIVE STATEMENT OF RECEIPTS AND DISBURSEMENTS
(Unaudited)

As of and for the Year Ended June 30

2018 2017 2016
BEGINNING BALANCE 1,007,223,601 1,062,264,819 980,587,282
TOTAL RECEIPTS 7,353165182 6,682825532 6,203,199,653

TOTAL DISBURSEMENTS (6928762924 (6,737,866750 (6,121,522,11p

ENDING BALANCE $1431,625859 $1,007,223601  $1,062,264,819

TRUST AND AGENCY ACCOUNTS

Pursuant to RSA 11:1, the State Treassmvesa s t h e c WAB trust tnda left tamand A
accept ed byAstofidene 302048t treefaio market value othe 46 trust and agency
funds wasapproximately$320.5million, ranging from just under $5,000 to o&78million, the
value of the Drinking Water and Groundwater Trust Fuhavestment objectiverange from
shortterm liquidity to maximum capitabppreciation. During fiscal year2018 three existing
fundswere liquidatedwith one accoundadded All accouns originated from a variety of sources
and serve a wideangeof beneficiarieand purposesA list of these trusind agency fundslong
with unauditedactivity and balances for fiscal ye2018 is includedat the end othis reportas
Exhibit 1L

DEBT MANAGEMENT

General Obligation Bonds

General obligation debt is paid from the State's taxes and other revenues. As of 2008 &fial
outstanding general obligation debbod at785.4million (unaudited) Approximately50% of this
debt will be repaid from unrestricted general fungereie while the remainder will be péifrom a
variety of dedicated userssessmentdines and other revenuesDuring fiscal year2018 the
Treasurysoldtwo general obligatiotond issus.
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OnJuly 13, 2017ashas beemlone several times in the past beginning in fiscal year 20&asury

sold $1,375,00f capital improvement general obligation bods h e f Ser itwosighA Bond:
private placementith the New Hampshire Municipal Bond Bank (NHMBB). The NHMBB
purchaes the bondss anmvestment ints requireddebt service reserve fufat its own bond issues

The State begfits fromthis type ofisstanceby receivingcapitalprojectbondproceed ata reduced

costof capitalc ompar ed to that of a ¢ whiclv entailsincieased | Ane\
underwriting, legal, and marketing fe€ghis bond pays interest every six months and has only two
maturities, one in 2028 with a coupon of 5% and another in 2036 with a colu@&n

OnDecember 20, 201The Treasury issued$,510,000n capital improvementbondsh e @A Ser i e ¢
B B o ntdreughpcompetitive salevith the bonds awardedd thehighestbidder(lowest cost of

funding) The State has used the Series B new money progeesa salepremiumtotalingnearly

$9 million) to fund atotal of $5 million in a variety of capital projects in differenstages of

completion authorizedprimarily in the 2015 and 2017 capital budgets. The Series B bonds
generatecn overall true interest cost #4246, with annual maturities ranging from 20182037

and an average coupon393%.

Turnpike System Revenueand Federal Highway Grant Anticipation Revenue Bonds

In addition toadministeringthe issuance of general obligation debt, Treagirgsponsible for
issuingcapital improvement revenue and refunding bonds for the Turnpike Syasewell as
bonds backed in large part by Federal Highway funds for the Degatrof Transportatiocalled
Federal Highway Grant AnticipatioRevenue Vehicl&8onds(AGARVEEQ). Turnpike System
Revenue bondare repaid solely from revenues (tolls) collected throughout the Turnpike System.
No Turnpike System bonds were issued indigyear2018 Total outstanding debt of the Turnpike
System as of June 32018was 863 million (unaudited)

Similarly, o GARVEE bonds were issued in fiscal y28d8 At June 302018 the total amount
of GARVEE Bondsutstandingvas #18.7million (unaudited)

Transportation Infrastructure Finance and Innovation Act (TIFIA) Financing

I n collaboration with the 8ndapurseantsto 5A B:&8% t ment
Treasuryenteed into a $200 million Transportation InfrastructurEinance an Innovation Act
(TIFIA) loan from the U.S. Department of TransportationMay 2016to provide additional
funding for the widening of Interstate 93 from Salem to Manchester. Borrowing under this federal
programenabledhe State to secure a significantly more favoraftierestrate than conventional
financing would hav@roduced Specifically, thdinancingagreement carriesrate of1.09% for

the term of thedan with principal payments deferred until June 1, 2088 a final maturity of

June 1, 2034 Additionally, the loan is structured similar to a line of credit whereby drawdowns
will be taken agonstructiorfunds are spenthusminimizing interestexpensen the entire $200
million for the term of the loan Drawdownson the loarbegan in June 2016 and are currently
expectedo continuethrough October 2020 upon project completigks of June 302018 the
balance drawn on the loan stood 8 $million on an unauditedashbasis
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STATE GUARANTEED DEBT

The State is contingently liable for certain municipal government debt issues for water pollution
control bonds, school buildingid, and landfill bonds up to statutory limits. The State also
provides certain guarantees for the debt issued by the Peas®[ieent Authority and the
Business Finance Authority. There are statutory limitations on these contingent debt guarantees:

1. The limit mayapply toeither the total amourmf the original guaranteer to the total
amount guaranteed that remains outstandtrany 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 amont of principalonly; in the latter case
interest on therincipal 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 302018the remaining unused guarantee authorizations under the various statutory
limitations were:

Purpose Guarantee Limit Remaining Capacity
Water Pollution and Waste Control Bonds $ 50.0 million) 2) $ 50.0million
School Building Authority Bonds $ 95.0 million) 2) $ 69.7million
Superfund Site Bonds $ 20.0 million $ 20.0 million
Landfill and Waste Site Bonds $ 10.0 million) 2) $ 10.0million
Business FinarecAuthority Bonds $1150 million @) $ 65.3million
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 total principal 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 Governor and Executive Council, the State guaranteed
$51.6million (principal and interest) of General Obligation Qualified School Construction Bonds
issued byive school districts aof June 30, 2010. These bonds are federally taxable bonds created
through the American Recovery and Reinvestment Act of 2009 and issued by school districts for

5
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facility construction and/or renovation or for the purchase of land upon which a facilitigewil
built.

Chapter 47, Laws of 2015, amended the enabling legislation of the Business Finance Authority
(RSA 162) to increase the Authorityds Unified
million. The legislation, which became effective Mag, 2015, established redevelopment
districts in unincorporated places, provided for the assessment of parcels located within
redevelopment districts, and authorize®30 million state guarantee for such redevelopment

bonds.

The State alsdears a caingent obligationfor 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
BondBank mayrequest norappropriated funds fromie legislaturén orderto cover any shortfall.
Although this exposure exists, the level of its risk is not easily quantifismbt®nsideringthe
potentialimpact of suchadefawdtn t he St a g «€bapter824,dalvs af 2008aamended

RSA 35A:24 to include an intercept o r  fpdramsueht thain the eventof default by a
governmerdl unit, the Teasurer shall pay the bond bank the defaulted amount from general or
education trust fund apgpdations that are due to the governmental whiich defaulted.

[THIS SPACE INTENTIONALLY LEFT BLANK]
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ABANDONED PROPERTY

Overview

Pursuant to the provisions of NH RSA Chapter-€1 Tr easuryodés Abandoned
is charged with the task oécoveringand returning intangible properties to the rightful owner or

heir. Typically, such properties are in the form of cash frommdat accounts but may also

include securities such as stock or mutual funds in share form. These properties are reported and
remitted by thenstitutionali hol der so6 of such property. By an
banks, credit unions, corporations, utilities, insurance companies, retailers, as well as government
agencies and municipalities.

Diligent efforts are made to ensure that the prigpewners are notified that their property has
been reported and remitted to igision. Each Octobemeannual advertisement listing alvner

names reportetb the Divisionin the past yeaand their last known addressis publishedn two
consective weeksin a newspaper witstatewide 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 September Further, the Divisin participates in
MissingMoney.com, a muhstate 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 abandoned account.

Insummary,he Divi sionbs statutory obligation and :
deposit of unclaimed funds and shares; maintenance of a database of the properties; sending notice
to, and advertisement of, the name and last known address of the repong processing

cl ai ms; and escheating unclaimed fundgatt o t he
follows on page ®rovides an overview of the annual workflow.
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Novemberl ASAP By Nov. 30 After 12 mo. Within 36 mo.
s N N\ ) N\ N\ N/ :
Holder Report Custody by Notice & Sale of Escheat Final
& Remittance State Publication Property Proceedings Disposition
471-C:19,21 471-C:22,25 471-C:20 471-C:24 471-C:30 471-C:31
N\ J J N\ J N\ J N\ J N\
Intake: Deposits are Ouner name Securities to be o
. and address S Distribution:
1. Receipt made to Bal. : liquidated.
. advertised. General Fund
2. Deposit | SheetAcct. . —*  Proceeds — Escheatment —
o Notice sent to : and County
3. Data Securities to deposited to
. last known Treasurers
Import Custodian Bal. SheetAcct.
address
Holder reports A
must be Claims for cash and or reegistered / liquidated securities are processed on an ongoing basis.
reconciled in the 471-C:26,27,31a
database J

Holder Reporting and Remittances

In fiscal year2018, approximately4,500 institutionalholders of property reported and remitted
cash in excess of28.4million and deliveredvertwenty million shares of stick and/or mutual
fundstotheSat e 6 s c u s tOvedtheghst tendlO)discal years, the Division has taken
in $165,681,737rom holders of abandoned property, averaging approximatedys$nillion
annually.

The tables below depict since fiscal year20®@ amount of cash reported and remitted bygédsl

as well as the number of holders reporting and remittitagjaimed propertyo the Division. The

large increase in the number of holders reporting in fiscaky&H7 and 2018s due to a new
report import process for property received through the cooperative state reciprocal reporting
process. Previously a reciprocakemit from aparticipatingstate would be counted as a single
report and holderThe new processnablegheidentification of the underlying holder as antity
compliantwith its obligationto report property to the state of New Hampshire.
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Holders Reporting

(In Thousands)

FY'09 FY'10 FY'll FY'12 FY'13 FY'l4 FY'15 FY'l6 FY'l7 FY'18

1N

N

Number of Holders
w

=

o

Owner Claims Processed

During fiscal yea2018, the Division returnedver $6.3 million dollars to citizensrepresenting
6,375 claims paid(see graph on page 11)he reduction in thenumber of totalclaims paid
beginningin fiscal year 206 is not reflective of diminished returns of unclaimed prope#ther
this declineis the resulbf the D v i s Jaruary2818onversiorto ahighly efficientoperating

9
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system whiclenables the payment of all properties recoverenheyindividualia a single claim

Prior to ths conversion a separate clainhad to be processddr each asseteturned This

enhamement to the claims processoisly one example of howhe new automatedsystem has
streamlinedusiness operations amdproved theDi v i s ustomér gesponse time.

The reduction in the number of claims paidntinues tageneratean increase in the size of the
average claim paidFor comparison ni fiscal year 204 the average claim sizeas $83 while
the average claimsizein fiscalyear 208 increasedo $996. The largest individual clainm fiscal
year 208 totaled$395,641 Overthe past ten (10) fiscal year§3802559has been returned to
owners an average ofver $6.5 million returned each yearThe notable increase in theumber
of claims paidin fiscal year 2012vaslargely due toadditional processing of recipgral claims
paid to other states

Cash Claims Paid

(In Millions)

$Millions

FY'09 FY'10 FY'11l FY'12 FY'13 FY'14 FY'15 FY '16 FY '17 FY '18

10
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Numberof Claims Paid
(In Thousands)
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Non-SecuritiesEscheatnent (NH RSA Chapter 471C:30-31)

On anetbasis, he Division deliveredhearly$12.3million to the General Fund during fiscal year
2018. RSA 471C:30-31 providesfor certain deductions from ¢hgross amounavailablefor
transfer to the General Fund based on furéiseheatment to New Hampshire counéiesvell as
the payment chdministrative expenses of the Divisio@ver the past ten (10) fiscal ye#ng net
transferto the General Fund approximatelys 82 million, anaveragenettransfer of funds d$8.2
million annually

(The following graph excludes the impact of the liquidation of securities for fiscal yea®s 200
through2018, which issummarizedelowthe graph)

11
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Escheatetlo General Fund

(In Millions)
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$Millions

Securities Liquidation (NH RSA Chapter 471-C:30-31)

StateTreasury practicewith respect tdhe liquidation of unclaimed securitiegere modified in
fiscal year2007i n an effort to recover and deliver
Fund on a timelier basig-ollowing a threeyear hold periodproceeds from liquidated securities
are transferretb the General Fund ithe same fiscal year they are sad,opposed to being held
for an additional periqdas was past practicelhe result of this change is an increase in recent
year escheatment dollargith significant proceedsbeing delivered to the General Fund in
conjunction with, and in addition to,@hannualnet escheatment dollarsLiquidation proceeds
delivered to the &neral Fund during fiscal yea009 201Q 2011, 2012 20132014 20152016
and 2017Avere $6.3 million $1.2 million $3.1 million, $3.0 million, $6.4 million $9.1 million,
$3.6 million, $5.4 million, and $3.9 millionrespectively. In fiscal year2018, $5.8 million was
similarly delivered.

12
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COLLEGE SAVINGS PLA NS

As the fiscal year closed, Treasury andieevHampshireCollege Tuition Savings Plan Advisory
Commi ssion (AAdvi sory QO0year$ cfasimirosterinthe JMIQUEC o mp | e
College Investing Plan antb years ofadministeringhe Fidelity Advisor 529 Plan, pursuant to
RSA 195H. Both plans are managbyg Fidelity Investments, under contract to the Stateugh
calendar yeaend2023 (see Contracting summary on pages22). The combined assetsder
managemerfor the two plangotaled$17.5billion at the end of fiscal ye&018. The combined
New Hampshire Plansankedfourth amongall state plans irthe market value ofssets. Plan
assets were helay nearly676,000participantghroughout th&JS and its territoriesThe average
participantaccount balance as of the end of the fiscal yenearly$26,000 in the UNIQUE
Plan andb24,400 in the FA 529 Plaphighlightingthat this is a college savings vehiplemarily
used bymiddle and lower income families.

Both plans are very flexible and withdrawals can be used for a widgy of qualified higher
education expensasich axomputersbooks, required supplies, equipmemiom and board, and

tuition at accredited postsecondary schools, anywhere in the United States and at several
international institutionsFurthermoreas a reslt of the Tax Cut and Jobs Act of 2017, 529 plans
became more flexibjallowing up to $10,000 per year in 529 savings plan assets to be used for
tuition expenses for gradesX in addition to qualified higher education expensdsere are no
income limts on participation, whiclis open to anyoneegardless 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 perfPa@nticipants in these Plans
havea total of63 investment portfab options from which to choose, comprisedagiebased

target static allocation investment and individual fund portfolios representing both iaslly
managed and index funds, as well as a seriegeimulti-f i r m or Aopen archit ec
The portfolios are largely funds of fundad range from aggressive 100% equity funds to highly
conservative money market fund€hanges to investmeportfolios are continually reviewead

orderto ensure enhanceadvestmenperformancdor Plan participants.

The New Hampshire Excellence in Higher Educafimmlowment TrusFund (t he ATr ust
was established pursuant to RSA 6:38 and is futigdedigha monthly investment management
assessmengeneratedby the two plans. The purpose of the Trust Fund géwide scholarships

to financially disadvantagetNew Hampshire students attending New Hampshire postsecondary
education institutions, undéhe governancef the Advisory CommissianThe Trust Fundilso

coversall costsassociated witthe administration of the Plariacluding the financial auditsTwo

scholarship programs, implemented in f8i@2D6, are:

1. UNIQUE Annual Allocation Programfidnnual Program), which providesyearly
scholarships to New Hampshiresidentstudents attending the University System of
New Hampshire(RUSNHO0), the Community College System of New Hampshire
(ARCCSNH)), andnine other eligible and participating New Hanli® postsecondary
education institutiongursuant to Administrative Rule Csp 600 July 207, aninitial
allocation ofapproximately $1 milliorwas distributed to participating institutions, both
public and privatgbased orndividual scholarship amountd $800 eactfor full time-

13
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students(proratedfor parttime). Additional scholarshipreimbursement®f nearly
$1.8 million were distributedto participating institutionst the end of fiscal 2@l
resulting inatotal distribution of nearly$2.8 million in UNIQUE Annual Awarddor
the year

2. UNIQUE Endowment Allocation PrograrfiEndowment Prograd) provides monthly
distributionsto restricted endowment fundsaintainedand managed bYSNH,
CCSNH,andnineother eligible, norprofit New Hampshire postsecondary education
institutions pursuant to Administrative Rule Csp 700With these institutions
providing scholarships from the earnings tbé growing endowment fursl it is
intended that future UNIQUEclolarships will be available to New Hampshire
students in perpetuityUnderthe Endowment PrograrB0% ofthe monthlyrevenue
share from Fidelitys allocated to participating institutions. As a resoéarly$11.7
million in payments werdistributedto participating institutions throughout fiscal year
2018.

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

Since their inceptionhe scholarshipprogramshave distributedover $.25 million of scholarship
funding through the end of fiscgéar2018 as follows(in thousands of dollars):

2018
Fiscal From
Year Inception
Annual Program $2,795 $26,994
Endowment Program $11,695 $98,283
TOTAL $14,490 $125,277

As of the end of fiscal ye&018, the Trust Eind had a market value o¥er$2.3 million.

SEABROOK NUCLEAR DECOMMISSIONIN G

As of June 30, 218, the Seabrook Decommissioning Tri#sind held marketvalue assetsof
$753.5million, reflectingan aftertax gainof 8.1% for theyear. This outcome was primarilgue

to very strong equityperformance during the fiscal yeafhe decommissioningrust represents

the cumulative contributions made by the owners of the Seabrook Nuclear Htati@nfor the

cost of future decommissioningombined with thénvestment earnings ahe trust balancenet

of applicabletaxes andjualified administrative expenses. The trust is invested on the basis of
elections made by each individual owner, subjecntinaestment policy approved by the State
Treasurer, and influenced by the tax status of each individual owner. Trugtrbwegds make
invested in a mix of equities (stocks), fixed income securities (bodutert lending portfolios,

and cashequivaknts The allocation of fundholdingsat the end ofiscal year2018 was 69%

14
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equities 27% fixed income and4% altemative investments (direct lending)n addition,$33.9

million was heldas a decommissioning funding assuraincgeparate escrow accouots behalf

of the ownersat June 30, 2ZIB. 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 Sealmok Decommissioning Trust is not in the custody of the State Treasurer, nor does the
Treasurer serve as the trustee. It is held in tru®dmnk of New YorkMellon on behalf ofthe
owners of the Seabrook Nuclear Power Plant for the sole purpdsadig decommissioning

costs when the plameases operationsAlthough the Treasurgaresentlyserves on the Nuclear
Decommissioning Financing Committgaursuant to RSA 16E) asCommittee Chajrapproves

the Trust s | n pesuanmethetMast TrastdAgreemaneand fulfills certain

other administrative rolethe Stat@reasury 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 fdéddirated
collaborationof Treasury staff, a variety of State agencies, the Legis|ahmc private sector
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
nationods | i f e Thisaffartisfooused onpletesnvininghetiheghe insurance
companiesrein full compliance with abandoned property reporting requirésnetth regard to
benefitsgenerated biife insurance policiesin 2011 New Hampshire was one of the first states
to join with Verus Financial.LC, to undertakehis review processAs thisinitiative evolved,
most other states also joine@lhese effds continued irfiscal year 208.

Throughthe close ofiscalyear 208, the state of New Hampshire rescumulated from
inceptiona total ofmore thar$18.3million in life insurance benefit proceedsgith $600,000
received in fiscal year 281 Through increased reunification efforts, Treassirives to ensure
that this property will be returned to the New Hampshire citindrswere the intended
recipientsof these policy benefits.

The Divisiord staff reorganizatiorwhichcommencedn fiscal year2017, continued in fiscal
year 2018 Although staffing levels have remained constptans forenhanceewner outreach
and holder education effortgve been prepared and will be implemented in fiscal 2019,
subsequent to the staffing ofdweurrentlyvacantpositions. The Divisiord €laims/Owner
Reunification Coordinator arttie Director of Reporting an@ompliancewill direct these
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expanded effortavhich will strengtherthe missiorto reunite even moreNew Hampshire
citizens with theiunclaimed or abandoned properyfuture years

Looking aheado fiscal year 2019, the Divisigulans to extenthe contract for thenclaimed
propertyoperating system launchéa 2015. The contract extension will allow the Division to

utilize additonal operatioal enhancements that the system has incorporated subsequent to 2015.
These enhancements will include direct electronic holder reportingeaéectronic claims,
documenimaging and owner verification processing initiatives.

Analysis of Banking Balances,Products, and Processes

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

On adaily basis, Treasurgerformsan analysis of General Fund balances held. The result of this
analysis is thadministratiorof balance heldin a mannethatcomplieswi t h T rGashsndr y 6 s
InvestmentGuidelines for Operating FunddWhile ensuringsafetyand liquidity, balancesare
strategically maintained to optimize the rate of returhese efforts resulted in General Fured

interest hcometotaling $%.3 million in fiscal year 2018 (cash basis, unaudited, and subject to
change) This amount is net of the cost of institutional financial services provided by banking
vendors.Achievingthis outcomeresult from not onlyoptimizing returnsbutalsosystematically
analyzingservices antheassociatedees incurredor the bankg serviceautilized by Treasury

On a monthly basig,reasuryrigorouslyanalyzes bank service statemenotglentifyoverallprice

and volume changes. This effort has idesdibpportunities to improve efficien@y the presence

of any inconsistencies in pricing. Opportunities to improve efficiency are ofteussksl during

regularly scheduled meetingstiveen Treasury and its banking vendors. Inconsistencies in

pricing or volume are brought to the attentmi each bankds cl iagthey r el af
are identified.

The analysis of bank products utilized by individual agenmie3tate enterprises performedon
arolling basi@nd resultsfronre i t h e r dutreach$odgenci@ssor in responsetoggea c y 6 s
request. This analystonsistently integrateate specificbank, accounts, products, anogesses
utilized by theagencyor entityin conjunction with the overabblankingrelationship thé'reasury
maintainswith that financial institution

Treasurycollaborateswith its bankng vendorsto not only emance operational efficiencies
generated by the uselmdnking productdyutalso toensurespecific business continuity processes
that will enablesecure and efficierthankingoperationsin the event of alisruptionin normal
service delivey.

In conclusion, theonsistent anthoroughanalysis ofbalancesproducts and processesasnot
only sustainedn fiscalyear 208, butis also anongoinginitiative thatis designed to spdiscal
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years. These continued efforts will therefore be reported each fiscahyémnking products and
processes continue évolvealong withthe needs of the State aitglagencies.

Bank Service Fees FY 2018
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Bank Service Fees by Fee TypeFY 2018
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LEAN Initiative

Collectively, Treasurys committed ta LEAN operationakulture, practices continuous process
improvement, and strives®ot r engt hen i nternal control s. Thr
AState LEAN Network Executive Committeeo, sup
continued throughout fiscal year 21

STABLE NH Savings Program

Pursuant té&rSA 195K, and following the approval of the Executive Council on Octobg2@b7

(tem#23 , t he Gover nor abiity&hd thenSitae Sreasuny jomtty enered into a

5-year, no-cost partner agreement with the State of Ohio Treasury for the administration of New
Hampshireéds STABLE NH savings progr am. I n LC
(Achieving a Better Lié Experience) legislation paved the way for each state to sponsor its own
tax-advantaged savings program for the benefit of those with qualifying disabilities, with many
features similar to those of a college tuition sasifi9) account.Accordingly, setion 529(a)

of the Internal Revenue Code governs the tax treatment of ABLE accounts.

The STABLE NH savings program was operationally launched on December 15 w2t @
formal ceremonyn December 1&at featuredemarks from Governor Christopher T. Sununu,
Representative Lynne Ober, ad#l Health & Human Services Commissioner Jeffrey A. Meyers
as well as representatives from several area disability advocacy ageBaneg the program
launch,Go v e r n o r Oien orChosabitity Executive Director Chuck Saia and State Treasurer
Dwyer have been very active ipresenting and promotin§ TABLE NH throughout New
Hampshire.

Under the federal guidelines, there are specific criteria for determining the eligibility of an
individual to qualify for ownership of an ABLE account. A maximum of $15,000 annually can be
deposited into an ABLE account, however if the individual who owns the account is employed,
they can deposit an additional $12,060nmafges with all funds depdged on an aftetax basis
Funds held in a STABLE NH account can be allocated into five portfolio options: arirfld

bank deposit portfolio and four additional portfolios that blend equity and fixed income funds
based on splits of 80/20, 60/40, @0/ and 20/80Distributions froma STABLE NH accounare

free of capital gains taxes on earnings generated as lahg distributions are used to pégr
gualified disability expensesAs of June 30, 2018, there were 114 accounts in the program with a
total of $444,000 in assets held. Please visitSMABLE NH website for more information
regarding the program.

Debt Management System

In the springof 2018, Treasury converted to a new debt management system calledasgkein
Designed for the public sector, Miase is an integrated Wionds-based software package that
create, stores, and repodona widerangeof detail for a municipal bond issuguch as the State
Essentially a database of bond issties,softwarenot only generates debt service schedudas

can provide interest and sizing calculations, track escrowed payments relative to advanced
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refundings reporton Build America Bonds analssociated interest subsidiaad numerous other
functionalities Many of the elementsafh e st at ed s d e b f{sucmasriatgieame nt ¢
cost and salparameterscan now be tracked and maintained in a robust databbss facilitates
enhancea@nalysis and reporting.

Thirty-nine (39) outstanding direct debt issues were loaded into the software during conversion
totaling $2.2 billion in gross issuance and $1.3 billion in debt outstanding at June 30 N8

half of the issues load€80 bonds fonsist of multiple debt schedu)essulting in159individual

schedules being createmsmo st of t he St atebds gemnceossseveralobl i ga
governmentalunds(general, highway, liquor, and various deded agency fundsAdditionally,

otherdata related to the sale anHaracteristics othe bonds was captured in the conversion
including trueinterestcost, bondCUSIP numbes, and call dates. These and other elements of a

bond offeringhavepreviouslynot been captucein debt management systems employed by the
Treasury. As training and experienae gained inthe use ofMun-Ease it is anticipated that
Treasuryob6s reporting anidterrmneedsaneixctalr ncad p afbciulsit tc
such as state ageies, legislators, etc. will expand tremendously.

Contracting

At the September 13, 2017 meeting of the Executive Counerh (#40, Treasury received
approval to enter into a dy@ar contract with Bank of New York Mellon for bond services in the
areas of registration, paying agent, trustee, and arbitrage rebate compliance. This procurement
was competitively bid, with three qualifidirms submitting proposals to provide these services.

At the September 27, 2017 meeting of the Executive Couiteih (#39, Treasury received
authorization to enter into ayear contract with Conduent State and Local Solutions for securities
custody, transferal, and liquidation services related to unclaimed property reported to the State.
Conduent was the only fiirmtosubmait bi d i n response to the Abar
Request for Proposals.

Due to the pending December 31, 2018 expirati
Plan administration contracts with Fidelity, tt\iH College Tuition Savings Plan Advisory
Commissionmet to discuss strategic alternatives in both-poblic session oAugug 21, 2017

and in a special meeting @eptember 21, 2017Following thoroughdeliberations among its

members during the latteneeting the Advisory Commission voted seek a Syear contract

renewal with Fidelity, authorizing the State Treasurer to submit a contract renewal request for
Executive Council approval. At its October 25, 2017 meeting, the Council approved this request
(tem#2), extending Fidelityds administ,ration of

Lastly, and as noted in the STABLE NH program summary above, at its October 25, 2017 meeting,

the Council approved a joint request from@e ver nor 6 s Commi ssi on on Di
Treasury to enter into ayear program administratigoartnership agreemenith the State of

Ohio Treasury. The contract includes two automatiey@ar renewals, unless the State of New
Hampshire providesotification of its intent not to proceed at least 60 days prior to each renewal.
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In fiscal year 2019, Treasury anticipates entering into several contracts for unclaimed property
audit work due to the expiration of existing contracts. In addition,stirgaxpects taenew its

contract with the vendor that administersghb and oned Pr o automategpekaiing i si on
system as noted earlier

Remediation of Observations from 2014 LBA Financial Audit

On June 16, 2014 Governor Hassan issued ExecQuder 20143, which in effectequires

State agencies to report on their progress in responding to audits of the Legislative Budget
Assistant on a serainnual basis. In an LBA financial audit dated March 11, 2014, thirteen
observations were identifieahd reported to the Legislative Fiscal Committee. On August 12,

2014 (within 60 days of the Executive Order, as required) Treasury filed its initial remediation

plan and has since filed updated status reports regarding its remediation efforts semjawmually
summarized in the table below. These reports, including the original LBA audit report, can be
accessed on the Transparent NH websitgtpt//www.nh.gov/transparentnh/audit/index.htm

|l i sted under fADepartment of Treasuryo, or on
http://www.nh.gov/treasury/forragublications/index.htm#audit A summary of Tr eec
progress in reolving audit observations follows:

Observationg
03-21-15
09-21-15
03-21-16
09-21-16
03-21-17
09-21-17
03-21-18
09-21-18

RT Resolved Si Substantially Resolved Pi Partially Resolved U Unresolved

Treasury remains committed to fullgsolving all audit findings and includes in its updated status
reports an estimated target date for the final remediation of all findings not yet fully resolved.

Legislative Activity

Treasury continued to work witkgislators seeking tmtroduce newegislation or amend
existingstatues During the2018 legislative session, Treasury wetkwith severalegislative
committees and study gonitteesby providing research an@stimony including information
pertaining to the 20189 biennial budgetand alssubmitted fiscal notes in resporise
numeroudegislative serviceequest®n a variety opolicy issues.
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Treasury Policy Developmen & Compliance

To enhance professionalism, strengthen personal gaimdpromoteteamwork, Treasury adheres

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

will be signed off byeach staff membeannually A comprehensivend ongoing-raud Risk
Assessment is routineldministeredandupdatedwhich includes monitorind r easur yo6s r ol
the overalinternal controenvironment angrocesssof the Statendreviewing confidential data

flowing into and out of Treasury to other agenciesodpanking partners, as well as anahgy

detailed processes and procedures internal to TreasUiye comprehensive Fraud Risk
Assessmentvas enhanced in fiscal year 2017 with the implementation of an improved risk
assessment matriand such effortswill continue in fiscal year 202 in order tostrengthen

safeguards over State cash and investmantwell as all otheaspects of Treasuryerations

[THIS SPACE INTENTIONALLY LEFT BLANK]
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TRUST AND ESCROW ACCOUNTS HELD BY THE STATE TREASURER (EXHIBIT 1)
FISCAL YEAR 2018 (unaudited)
July 1, 2017 Dividends Net Net June 30, 2018
Beginning & Transactions Change Ending
Market Interest During in Market Market
Fund Name Value Earned Year Value Value
Department of Education
- Harriet Huntress 55,268 919 3,280 2,121 61,588
- Hattie Livesey 28,372 451 1,697 1,288 31,808
- John Nesmith 491,305 8,055 5,103 20,378 524,841
- Special Teachers Competence 211,924 4,412 (4,174) 14,978 227,141
Department of Environmental Services
- Connecticut-Coos 2,149,739 41,305 51,298 (27,688) 2,214,654
- Mascoma 43,185 533 0 0 43,717
- Newfound 81,204 1,002 0 0 82,206
- Piscataquog 12,593 155 0 0 12,748
- Squam Lake 90,037 1,111 0 0 91,147
- Sugar River 12,716 157 0 0 12,873
- Winnipesaukee 19,838 245 0 0 20,082
- State of New Hampshire Drinking
Water and Groundwater Trust Fund 277,619,263 4,537,122 (2,728,791) (1,337,003) 278,090,592
Department of Fish & Game
- Lifetime License Fund 1,683,940 39,371 92,878 21,930 1,838,118
Health & Human Services
- Laconia State School 155,902 1,923 0 0 157,825
- Matthew Elliott Memorial Trust Fund 4,721 58 0 0 4,779
- New Hampshire Hospital 7,454,853 180,572 (164,085) 177,622 7,648,961
- NH DHHS DCYF As Guardian for 01 0 1,450 145,922 0 147,373
- NH DHHS DCYF As Guardian for 02 1,546 5 (1,551) 0 0
- NH DHHS DCYF As Guardian for 03 32,281 88 (32,369) 0 0
- NHSLRP/JUA Escrow Account 1,356,795 11,510 (450,891) 0 917,414
- Youth Development Center 34,860 423 (919) 0 34,363
Department of Labor
- Crown Paper Workers Compensation 15,269 2 0 0 15,271
- Special Fund for Active Cases 25,249 0 1,141 0 26,390
- Special Fund For Second Injuries 1,290,615 89,165 3,953,786 0 5,333,566
Dept of Natural and Cultural Resources
- Caroline A. Fox Fund 225,098 2,470 4,360 0 231,928
- Tip-Top House Fund 20,537 253 0 0 20,791
Department of Safety
- Financial Responsibility 166,187 1,471 (54,683) 0 112,975
- Road Toll Bonds 85,572 778 (31,363) 0 54,986
New Hampshire Veterans' Home
- Benefit Fund 552,128 11,896 6,967 (2,007) 569,984
- Guy Thompson Account 15,112 200 (179) 0 15,133
- Members' Administrative Account 540,974 6,858 0 1,722 549,554
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TRUST AND ESCROW ACCOUNTS HELD BY THE STATE TREASURER (EXHIBIT 1 CONT.)
FISCAL YEAR 2018 (unaudited)
July 1, 2017 Dividends Net Net June 30, 2018
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 Prot 10,051 123 (51) 0 10,123
-NH Higher Ed- John Mason Institute 12,061 148 (61) 0 12,148
-NH Higher Ed- Stonemakers Corporation 100,505 1,337 9,664 0 111,506
Office of Energy and Planning
- Land Conservation Monitoring Endowment 3,673,995 67,580 172,956 (31,611) 3,882,920
Public Utilities Commission
-Electric Assistance Program 1,579,809 4,972 264,521 0 1,849,302
Racing & Gaming
-NH Lottery Commission Licensee Escrow 25,126 309 (126) 0 25,309
-State of NH Racing - Casablanca 25,126 96 (25,222) 0 0
Treasury Department
- Japanese Charitable Fund 126,086 2,411 404 4,278 133,179
- College Savings Plan Trust 2,478,502 67,567 (161,034) (58,700) 2,326,335
- Foreign Escheated Estates 0 0 0 0 0
University of New Hampshire
- Benjamin Thompson Trust 2,197,128 39,583 39,200 27,657 2,303,567
Other
- Community Conservation Endowment 3,868,518 71,923 591,255 19,677 4,551,373
- Conn Lakes Headwaters Natural Areas Stewardship 1,949,382 33,937 126,261 (41,795) 2,067,786
- Conn Lakes Headwaters Tract Monitoring Endowment 1,914,346 33,783 105,973 2,910 2,057,012
- Conn Lakes Headwaters Tract Road Maintenance 1,940,693 32,191 97,513 4,435 2,074,832
Total Trust & Escrow Accounts $314,378,408 $5,299,919 $2,018,681 ($1,198,807) $320,498,200
- Unclaimed and Abandoned Property ® 19,279,054 901,709 (1,430,237) (798,666) 17,951,860
Columns may not add due to rounding.
(1) This includes only the securities held by Conduent State and Local Solutions.
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