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STATE OF NEW HAMPSHIRE

OFFICE OF THE GOVERNOR

JEANNE SHAHEEN
GOVERNOR

To: The Honorable Members of the Legislature and
to the Citizens of the State of New Hampshire:

| am pleased to accept the Comprehensive Annual Financial Report for the State of
New Hampshire, covering operations for the fiscal year ending June 30, 1998. Included
in this report are the State’s independently audited general purpose financial statements
prepared in accordance with generally accepted accounting principles (GAAP). This report
is presented to you and to the financial community to enable you to more clearly comprehend
New Hampshire’s financial status.

For the first time since 1995 the state has a surplus. This modest surplus combined
with other reserves, including the Health Care Fund and the Revenue Stabilization Account
results in the state having more reserves than at any other time since the end of 1994.
Significant revenue growth and modest spending have been the key contributors to the
state’s financial stability.

New Hampshire continues to enjoy a vibrant, diversified economy. The state
continues to lead the region in creating jobs in a wide variety of industries, including the
manufacturing and high technology sectors. In addition to excellent job growth, New
Hampshire citizens have experienced growth in personal income that exceeds the national
average.

The State’s improved financial situation and strong economy put us in a positive
position to address the most significant issue facing our State: school funding. | am
confident that by working cooperatively and collaboratively with the legislature, we can
solve the education funding issue without altering the exceptional quality of life we all
enjoy in our great State.

In addition to my commitment to solve this critical issue during the next legislative
session, | will work to improve the quality and accessibility of both health and child care.
| will also continue to work to insure small businesses have the tools and resources available
to them to successfully meet the many challenges of the global economy.

Very Truly Yours,

Jeanne Shaheen

STATE HOUSE, CONCORD, NH 03301 (603) 271-2121
TDD Access: Relay NH 1-800-735-2964
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The Leaque of New Hampshire Craftsmen
Creative Individuals

IKE THEIR EARLY COLONIAL FOREBEARS, New Hampshire craftspeople

L M013935
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today are keeping the state’s heritage of fine craftsmanship alive — from furniture

making and metal smithing, to glass hlowing and pottery making. Helping to keep
these traditions alive is the League of New Hampshire Craftsmen, an organization that for
65 years has been developing local eraft skills and creating new markets for fine crafts.

THROUGH THE LEAGUE'S EFFORTS, many of New

[Tampshire's crafispeople have been able to pursue and develop
their crafts not Just as hobbies, but as the means to t:u'ning a
living and, in some cases, a national reputation for their artistic
work. To maintain handcralted quality, the League early on
instituted a local and state juried syvstem for each craft medium

that, to this day, is nationally recognized for its high standards.

Sosseun: Lk

THE LEAGUE OF NEW HAMPSHIRE CRAFTSMEN continues to serve as a catalyst

M O1FIMYP 0AIYU]T

tar h1‘il'|ll_:-l1'lg rmgr—:lher individuals who create and support the handerafted arts. It is here in
New Hampshire where craftspeople, most of whom still work from their own homes or studios,

find artistic inspiration in the natural beauty of the landscape, and professional inspiration in

Socgan Bless
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Fred & Kate Pearce

Pawl Mathews

Fred Dotas.

Visit the League of New Hampshire Crafismen Websie,
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STATE OF NEW HAMPSHIRE
DEPARTMENT OF ADMINISTRATIVE SERVICES
OFFICE OF THE COMMISSIONER

State House Annex - Room 120
Concord, New Hampshire 03301

DONALD S. HILL
Commissioner
(603) 271-3201

To: The Citizens of New Hampshire, December 1, 1998
Her Excellency the Governor
and the Honorable Council

In accordance with the Revised Statutes Annotated (RSA) 21-1:81(h), it is a pleasure to submit the Comprehensive
Annual Financial Report (CAFR), covering the fiscal year ended June 30, 1998. We are proud to feature New Hampshire
craftsmen in this report. The artistry of New Hampshire's craftspeople exemplifies the state's independent spirit, proud
heritage and tradition. Organizations like the League of New Hampshire Craftsmen promote the work of our skilled
men and women and strive to educate others in the importance of high standards and quality. The work of New
Hampshire's creative citizens attracts visitors from around the world, enhancing the state's image while contributing to
its economy.

This report has been prepared by the state’s Department of Administrative Services and responsibility for both the
accuracy of the data presented and completeness and fairness of the presentation, including all disclosures, rests with the
state. The general purpose financial statements, considered by management to present fairly and consistently the state’s
financial position and results of operations, are based on generally accepted accounting principles (GAAP) for governments
as established by the Governmental Accounting Standards Board (GASB).

The state’s CAFR is presented in three major sections as follows:
The Introductory Section includes this transmittal letter, the state's organizational chart, and summary financial
information.
The Financial Section includes the auditor's report, general purpose financial statements and notes, as well as
combining financial statements and schedules.
The Statistical Section contains unaudited financial, demographic and economic data.

The notes to the financial statements are considered an integral and essential part of adequate disclosure and fair
presentation of the general purpose financial statements. The notes include the summary of significant accounting
policies applied to the matters relating to the financial position and results of operations of the state.

The CAFR presents information on the financial position and operations of the state’s primary government and its
component units as one reporting entity. The various agencies, departments, boards, commissions, and funds of the
primary government and the five component units which comprise the state’s reporting entity are included in this CAFR
in accordance with criteria established by the GASB. The criteria, as covered in Note 1 “Summary of Significant
Accounting Policies” of the notes to the financial statements, includes governmental activities and programs of the
primary government and those governmental and non-governmental entities for which the state is “financially accountable”
as defined by the legal statutes of the State of New Hampshire and GAAP.

Return to Table of Contents




4- NEW HAMPSHIRE

ECONOMIC CONDITION AND OUTLOOK

The New Hampshire economy continues in a prolonged period of eco-
nomic growth and prosperity. New Hampshire is ranked in the top 10 in the
nation for median income, per capita income, job growth and quality of life.
The state is ranked number one (of the fifty states) in the percentage of
employment in high technology industries according to the American Elec-
tronics Association. Over 8% of the state’s employment and over 40,000
workers are employed in high technology service and manufacturing indus- Unemployment kates
tries.

New Hampshire’s strength and vitality can be attributed to its well-edu-
cated and hard working labor force, rich heritage, proximity to Boston and 5 s
research Universities, tourism and its tax advantage. The unemployment
rate for New Hampshire is the lowest in New England and far below the &.n%
United States average.

4.0%
New Hampshire’s real estate market was a strong contributor to the
state’s economy this year. Mortgage interest rates are at an all time low. High 20%
demand for residential property led to increased existing home sales which 00%
lowered housing inventory and spurred new construction. Home sales in '
1998 were approximately 14,000 almost double from 1993 and up 16% from 1390 504 1998
1997.

The high technology concentration and diversity of New Hampshire’s
industry has also contributed to the economic growth and prosperity in the
state. The state’s top five broad-based industries include two in manufactur-
ing, two in services and one in trade. This ranking was conducted by the
New Hampshire Industry Group at the University of New Hampshire based
on employment, wage and establishment data.

SIC Number of Nominal Number of
Code Industry Name Type Employees Wages Establishments
36 Electronic Components Manufacturing 14,838 $33,524 219
80 Health Services Service 47,075 28,676 2,019
38 Instruments and Related Products Manufacturing 11,223 40,410 123
50 Wholesale Trade in Durable Goods Trade 16,420 35,015 1,682
87 Engineering and Management Services Service 11,035 38,696 1,493

Source: New Hampshire Industry Group, UNH ,1998

The leading industries are all engaged in high value-added productic
trade and service provision and pay relatively well. Many firms in the Employpment Growth Rates
industries take advantage of New Hampshire’s highly educated workfort
proximity to research institutions in the greater Boston area, and strong su
plier relations with original equipment manufacturers globally.

30%

The manufacturing sector for New Hampshire is growing, even thout o4
the region is experiencing a negative growth rate. Health services ranks amol
the leading industries in New Hampshire, as well as in the nation, due to tl 1.0%
large number of workers employed. One-seventh of the national and ste
employment is in health services.

Tot. Emp.
0.0%

1997 4gog

Despite low unemployment rates and excellent real estate markets, Ne 1553

Hampshire’s economy is showing signs of slowing down. The total emplo
ment and manufacturing growth rates are slacking. New Hampshire’s manu-
facturing growth rate expected in 1999 is .4%, down from 2.4% in 1997. This
is in line with the state’s total employment growth rate which is anticipated
to be 1.5% in 1999 as compared to 2.6% in 1997. However,

1999 is forecasted
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New Hampshire’s concentration of economic activity in a diverse mix of high
technology and innovative industries and the education and skill level of the
workforce, suggest the state is in a relatively strong position, which makes
the state less vulnerable to a recession.

As expected from the prosperity facing New Hampshire, New England’s
consumer confidence index in 1998 reached its highest level in the decade.
The consumer confidence index as of September 1998 for New England was
117.3. The future expectations index, which measures consumer attitudes in
regards to business conditions, employment and income levels six months
out, fell to 74.6, its lowest since July 1996. The future expectation decline is
due in part, to the downturns in the global financial markets.

Again in 1998, the state achieved national recognition that substantiates
New Hampshire’s claim to an appealing quality of life. Some of those achieve-
ments are listed below:

1 Manchester, Nashua, and Portsmouth were ranked first, third and tenth,
respectively, as the best small cities in the Northeast by Money Magazine
1998.

i1 The 1998 Kids Count Data Book ranked New Hampshire number one for
children’s health.

1 Morgan Quitno Press ranked New Hampshire the second best place to
live in New England and the eleventh best among the fifty states and
District of Columbia in 1998.

i New Hampshire’s economy was ranked fifth in the Corporation for En-
terprise Development’s 1998 Development Report Card for the States.

i ReliaStar Financial Corp. ranked the State as the second healthiest for
1998.

i1 New Hampshire had the lowest percent of people in poverty, over the
three year average 1995-1997, at 6.9% (U.S. over same three year period
was 13.6%).

Information sources:

2 Ross Gittell, Associate Professor, Whittemore School of Business and Economics, University of

New Hampshire

New Hampshire Department of Employment Security, Economic and Labor Market Information Bureau
U.S. Department of Labor, Bureau of Labor Statistics

U.S. Bureau of the Census, March 1998,1997 and 1996 Current Population Surveys

Economic Outlook for New Hampshire, prepared by the PSNH Economic and Load Forecasting
Department, October 1998

2
2
2
2

MAJOR INITIATIVES
Health Care

A recent innovative funding plan has now made health insurance afford-
able to 20,000 currently uninsured New Hampshire children. The Children’s
Health Insurance Plan will be funded in part from participants co-payments,
a grant from the Healthy New Hampshire Foundation and federal funds.
This charitable foundation was created through the merger of two in-state
health maintenance organizations. Per recent legislation, the state will pro-
vide more care to its elderly population through expanded in-home care
programs which will provide a more inexpensive and high quality substitute
for traditional long term care services.

Return to Table of Contents




6. NEW HAMPSHIRE

Economic Development Plan

The state received a grant from the U.S. Department of Commerce to
develop a comprehensive economic development plan. As part of develop-
ing this plan, the Whittemore School of Business and Economics at the Uni-
versity of New Hampshire is conducting a series of focus groups throughout
the state with a variety of employers and industry segments. The results of
these focus groups will provide the basis for recommendations on a variety
of economic development strategies including tax policy, state economic pro-
grams, and employee development, training and retention issues. The state
also increased its investment in roads and bridges, which has accelerated the
completion of the state's ten year highway program. An ongoing commit-
ment of state funds to expand the promotion of tourist destinations in the
state has also yielded tremendous returns in the form of increased number
of visitors and economic activity in the state.

Education

While the challenge to solve the funding issues presented by the series of
Supreme Court decisions on the Claremont Education lawsuit remains at the
forefront of the state’s agenda for all branches of government in the coming
year, the state has made substantial strides to improve education for all citi-
zens of the state. Nearly 1,000 additional children are attending public kin-
dergarten since the establishment of a state program to provide $750 per
student to local school districts to start public kindergarten programs and
incentives for building kindergarten classrooms. Recent legislation will give
parents a new report card on education so they can see how their schools
measure against their peers, and new teachers are being tested. Also an
additional $62 million is being reserved in fiscal year 1999 in the Local Edu-
cation Betterment Fund for distribution to cities and towns in fiscal year 2000
through the Foundation Aid program. The state's UNIQUE College Invest-
ing Plan has attracted national attention for its innovative approach to en-
couraging parents to save on a tax deferred basis for higher education ex-
penses.

Fiscal Responsibility

During the 1998 legislative session, Chapter 109 was enacted which cre-
ated significant changes to the funding of the Revenue Stabilization Account
and the Health Care Transition Fund. Chapter 109 requires the surplus at the
end of the biennium be transferred to the Revenue Stabilization Account and
the Health Care Fund evenly. The law increases the maximum allowable
balance in the Revenue Stabilization Account from 5 percent to 10 percent of
the most recent fiscal year’s unrestricted revenues. The maximum allowable
balance in the Health Care Fund was capped at $100 million. Any balances
above this amount will be transferred to the Revenue Stabilization Account.

FINANCIAL INFORMATION
Summary

The strong New Hampshire economy had a positive impact on the state’s
overall finances in fiscal year 1998. General Fund Unrestricted Revenue, net
of Medicaid Enhancement Revenue, increased to $896.3 million, which was
an increase of $96.6 million or 12.1% over fiscal year 1997. Fiscal year 1998
was the second consecutive year with double digit revenue growth. The
primary revenue contributors to this strong growth were the Business Taxes
and the Tobacco Tax.
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The General Fund undesignated fund balance increased from a $1.2 million
deficit at June 30, 1997 to a $41.4 million surplus at June 30, 1998. The
Reserved for Revenue Stabilization Account remained at $20.0 million. The
Reserved for Health Care Transition Fund decreased from a $50.8 million
balance at June 30, 1997 to a $38.2 million balance at June 30, 1998. The net
decrease is primarily attributed to: a decrease of $14.8 million appropriated
for computer systems for the Department of Health and Human Services; an
increase of $3.6 million in Medicaid enhancement revenues in excess of
amounts budgeted; and a decrease of $1.7 million for the use of previous
years’ accumulated interest to fund current budgeted health care programs.

The primary increase in expenditures in fiscal year 1998 can be attributed
to an increase in state aid for education to cities and towns. Education aid
to local communities in fiscal year 1998 totaled $118 million, a $33 million
increase over fiscal year 1997.

Revenues

General government functions are accounted for in the governmental
fund type, which are the general, special revenue and capital projects funds.
Revenues of the governmental fund type and expendable trust funds by
revenue categories are as follows (expressed in millions):

FY 1998 FY 1997 Increase % Increase
Revenues Amount Amount (Decrease) (Decrease)
TAXES ottt $ 1,038 $ 945 % 93 9.8%
Feesand Fines ...................coovuns 114 108 6 5.6
Grants from Federal Government ........... 833 797 36 4.5
Grants from Private and Local Sources ...... 118 103 15 14.6
Sale of Services and Commodities .......... 87 107 (20) (18.7)
ASSESSIMENTS . ..o 16 15 1 6.7
Grants from Other Agencies ............... 29 23 6 26.1
Miscellaneous ........... .. ... ... ... ... .. 82 79 3 3.8
Total ... $ 2,317 % 2,177 % 140 6.4%

FY 1998 Revenues - Governmental
and Expendable Trust Funds

Taxes
4504

Discussion of significant changes:

- Tax collections continued to rise due to the strong economy. The top per-
former in fiscal year 1998 was the Business Taxes (Business Profits Tax and
Business Enterprise Tax) which, in total, showed a net increase of $28.0
million over fiscal year 1997. The Tobacco Tax followed closely behind,
increasing $25.3 million partially due to a $.12 per pack tax increase. The
Meals and Rooms tax, Real Estate Transfer Tax, and Interest and Dividends
tax all had large increases that ranged from $6.6 million to $10.4 million.

Grants from Federal Governments generally fluctuate in conjunction with
the expenditure patterns of the programs for which they provide support.
In fiscal year 1998 federal revenues increased in a humber of programs
which have correlating expenditure increases, such as the nursing home
medical grants program. Additionally, increased federal revenues were for
programs operated by the Division of Children, Youth and Families, and
funding to support the Department of Health & Human Services computer
system implementation effort.

Return to Table of Contents




8- NEW HAMPSHIRE

- Grants from private and local governments increased in proportion to fed-
eral grants in the areas of nursing home expenditures and support for
children, youth and family programs. Additionally, increased support in
programs for the Women with Infant Children’s (WIC) supplemental food
program and special education for local schools contributed to the overall
increase in this category.

- Sales of Services and Commodities decreased primarily due to a reduction

in revenues related to the disproportionate share (Medicaid Part B) of med-
icaid funding.

Expenditures

Expenditures of the governmental fund type and expendable trust funds
by category are as follows (expressed in millions):

FY 1998 Fy 1997 Inoeese % Increase

Bxpendiures Amount Amount (Decrease) (Decrease)
GeneralGovemment .  .......... ... $ 1 $ 134 $ (9 (49 %
Adminsration of Jusice and
REERcedn . o 172 2 186
Resource Proecion and Development . ... 113 110 3 2.7
Tenspomaion . .. 201 197 4 2.0
HeghadSoddSevoess . L.l 110 1140 ] 2 5
BEducation . ....... ... 27 27 0 176
DelXSemoe . i A s () (13
CoplOuly . .o 139 130 9 6.9
Total ... $ 2,342 $ 2,235 $ 107 47 %

Discussion of significant changes:

- General Government expenditures decreased due to the Indigent Defender
Program being transferred from the Department of Administrative
Services (General Government) to the Judicial Council (Administration
of Justice and Public Protection) to accommodate a more efficient
delivery of the services pertinent to this program.

- Administration of Justice and Public Protection expenditures increased for
the Department of Safety’s Administration-Enforcement Program ($2.2
mil), The Department of Emergency Management’s Disaster Relief
Program ($3 million), in addition to the transfer of the Indigent De-
fender program referenced above. Numerous other programs had
increases approaching $1 million to account for the overall increase of
$32.2 million in this category.

- Health and Human Services expenditures increased due to expenditures
related to the Department of Health & Human Services computer sys-
tem implementation ($11.8 million) and a $15.1 million net increase in
nursing home expenditures related to an increase in nursing home
reimbursement rates, a legal settlement relative to nursing home pro-
grams, and an increase in medicaid proportionate share expenditures.

FY 1998 Expenditures - Governmental
and Expendable Trust Funds

Education gCther 10%

13%

Transportation

TFublic Protection




#=0
$a0
F40
£20

F0

Liquorand Sweepstakes Tranafers

tothe General Fund

1994 1995 1994 1997 1993
O Sweepstakes HLiquor

NEW HAMPSHIRE 9

- Education expenditures increased as a result of the $21.3 million increase
in foundation aid, $6.8 million increase in catastrophic aid, $2.2 million
increase in building aid, and $2.7 million increase in kindergarten aid.

Enterprise Funds

The state’s Enterprise Funds account for the self-supporting activities of
state governmental units which render services on a user-charge basis to the
general public. These funds account for the activities of the Turnpike System,
Liquor Commission, and the Sweepstakes Commission.

Net proceeds from operations of the Liquor Commission are transferred
to the General Fund and are used to fund the general operations of the state.
Increases in Liquor Commission profits are due to successful marketing
strategies for wine that have included discounts on case lots and specific
promotional campaigns. Profits have also increased due to the Commission
aggressively controlling operating and overhead costs. The transfer from the
Liquor Fund to the General Fund in fiscal year 1998 equaled $66.8 million,
a $3.3 million increase over fiscal year 1997.

Net proceeds from operations of the Sweepstakes Commission are also
transferred to the General Fund and are subsequently disbursed by the
Department of Education to local school districts throughout the state in
accordance with a formula established by law. Increases in Sweepstakes
revenue are linked to additional Powerball ticket sales from the $195 million
jackpot on May 20, 1998 and the growth and popularity of the Instant Games.
The transfer from the Sweepstakes Fund to the General Fund in fiscal year
1998 equaled $57.5 million, a $3.3 million increase over fiscal year 1997.

The New Hampshire Turnpike System operates a self-supporting toll
road which presently consists of approximately 94 miles of limited access
highway, 37 miles of which are part of the U.S. Interstate Highway System.
All revenues derived by the Turnpike System are used for operations,
maintenance and repair, and the timely payment of principal and interest on
debt.

Budgetary Process

The state budget is prepared on a biennial basis. Prior to the start of each
biennium, all departments of the state are required by law to transmit to the
Commissioner of the Department of Administrative Services requests for
capital and operating expenses and estimates for revenue for the ensuing
biennium. Following public hearings and consultation with various
department heads, the Governor prepares the governor’s recommended
budget. The budget is forwarded to the Legislature by February 15™ of the
odd year for consideration. The Legislature performs its review of the
proposed budget and can make further adjustments. The budget passed by
the Legislature is forwarded to the Governor to be enacted into law or to be
vetoed.

The legal level of budgetary control is at the department level. All
departments are authorized to transfer appropriations within their
departments with prior approval from the Legislative Fiscal Committee and
the Governor and Executive Council.

Return to Table of Contents
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Internal Controls

Major fiscal responsibilities within the State of New Hampshire are
segregated among the following appointed officials:

Department of Administrative Services - The Commissioner of
Administrative Services, the Assistant Commissioner/Budget Officer
and the Comptroller are responsible for enforcing financial policy
guidelines, developing the executive budget, collecting financial data
from individual agencies, developing and reviewing appropriation
control procedures, and compiling agency financial information.

- Legislative Budget Assistant (LBA) - The LBA, an appointed official, is
responsible for ensuring that an annual audit is conducted of the state’s
general purpose financial statements prepared by the Department of
Administrative Services. The LBA also provides staff assistance to the
finance committees of the state legislature. The LBA Audit Division
performs various financial, compliance and performance audits of state
agencies.

- State Treasurer - The State Treasurer, elected by the Legislature, is
responsible for executing policy for the management of the State
Treasury and depositing and investing state funds as well as the issuing
of general obligation and revenue bonds.

- State Agencies - Agency Commissioners and Directors are responsible
for administering their agencies, in accordance with legislative and
executive directives, to effectively service the citizens of the State of
New Hampshire.

Financial transactions for the various state agencies are recorded in the
New Hampshire Integrated Financial System (NHIFS). The state’s centralized
accounting system and other accounting procedures were designed to provide
various controls to provide reasonable, but not absolute, assurance regarding
the safeguarding of assets against loss from unauthorized use and also the
proper recording of financial transactions. The Department of Administrative
Services prepared the Internal Controls Tool Kit in October 1995 to further
educate agency personnel in the importance of maintaining an effective internal
control structure.

Component Units

The state’s financial reporting entity consists of the primary government,
composed of the funds and departments or agencies of the state, and five
discretely presented component units. Component units are organizations
which are legally separate from the state, but for which the state is deemed
“financially accountable” under the various criteria set forth in GASB
Statement No. 14. The Business Finance Authority, the Pease Development
Authority, the University System of New Hampshire, the New Hampshire
Retirement System and the Community Development Finance Authority are
the five component units whose financial statements have been discretely
presented in the state’s CAFR for the year ended June 30, 1998.



Parcent

Debt Service as a Percent of General

Fund Urnrestricte d Eevenue

1994

1993

1996

1997 1993

NEW HAMPSHIRE 11
Debt

The state may issue general obligation bonds, revenue bonds, and notes
in anticipation of such bonds authorized by the Legislature and Governor
and Council. The state may also directly guarantee certain authority or political
subdivision obligations. The state has entered into lease/purchase agreements,
but they are not material in the aggregate. At year-end, the state’s general
obligation bonds were rated AA+ by Standard and Poor’s Corporation, Aa2
by Moody’s Investors Service, and AA+ by Fitch Investor Service, Inc. The
state had approximately $617.5 million in general obligation bonds and $262.0
million of Turnpike revenue bonds outstanding at year-end(net of unamortized
discount).

The state did not issue any bonds in fiscal year 1998. The state does not
have any debt limitations, except for contingent debt guarantees which are
detailed in the Notes to the Financial Statements.

Cash and Investments

Cash deposits into the State Treasury are coordinated jointly by the State
Treasurer and the state agencies. Cash is managed in pooled investment
funds in order to maximize interest earnings. Investments are made in
accordance with the state statutes. Cash is primarily invested in United
States Treasury and agency obligations and certificates of deposit. For the
fiscal year ended June 30, 1998 the average daily balance of pooled investment
funds was estimated at $304.7 million with an average yield of 5.9%. Total
investment income was $18.0 million for the year.

Insurance

Historically, the state has assumed the risk for fire, property and general
liability purposes, except where the provisions of law allow for the purchase
of commercial insurance or where commercial insurance has been proven
beneficial to the general public. Commercial insurance is purchased by the
state to cover such things as fleet automobile, watercraft and aircraft liability,
ski area operations to protect the state from liabilities resulting from state run
facilities and a faithful performance position schedule bond to protect against
dishonest acts of employees'.

Prior to July 1985, the state relied on the doctrine of sovereign immunity.
Subsequently, legislation became effective creating the statute “Claims Against
the State” in which sovereign immunity was waived to certain limits and
would allow certain types of actions and claims to be brought against the
state. The limits set by the statute are the basis for risk management programs.

GASB Statements

The Governmental Accounting Standards Board (GASB) periodically
issues statements establishing governmental accounting and financial reporting
principles. To remain in conformity with generally accepted accounting
principles (GAAP), the state is required to implement these statements within
the time frames established by GASB. During fiscal year 1998, the state has
implemented Statement No. 31 - "Accounting and Financial Reporting for

Certain Investments and for External Investment Pools."

Return to Table of Contents
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OTHER INFORMATION

Audits

Pursuant to RSA 21-1:81(h), the Legislative Budget Assistant may designate
a Certified Public Accountant not employed in state service to conduct an
annual audit, in accordance with Generally Accepted Auditing Standards, of
the state’s general purpose financial statements. KPMG Peat Marwick LLP,
the designated Certified Public Accountant, has performed an independent
audit of the state’s financial statements for the fiscal year ended June 30,
1998.

In order to comply with the Single Audit Act of 1984, the Legislative
Budget Assistant also contracts for a single audit of the State as a whole,
which will include a legal compliance report on all federal funds received by
the state. This report (including a Schedule of Expenditures of Federal Awards
received by the state and comments on internal accounting controls and
compliance with laws, rules and regulations) will be published separately.

Certificate of Achievement

The Governmental Finance Officers Association of the United States of
America and Canada (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the State of New Hampshire for its
Comprehensive Annual Financial Report (CAFR) for the fiscal year ended
June 30, 1997. The Certificate of Achievement is a prestigious national award
recognizing conformance with the highest standards for preparation of a
state and local government's financial reports.

In order to be awarded a Certificate of Achievement, a government unit
must publish an easily readable and efficiently organized comprehensive
annual financial report, whose contents conform to program standards. The
CAFR must satisfy both generally accepted accounting principles and
applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. This
is the first year the State of New Hampshire has received this award. We
believe our current report continues to comply with the Certificate of
Achievement program requirements, and we are submitting it to GFOA.

ACKNOWLEDGMENTS

In submitting this report, | acknowledge the cooperation and assistance
of all the state agencies and the dedication of the employees of the Department
of Administrative Services.

Respectfully submitted,
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Donald S. Hill, Commissioner
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Certificate of

Achievement

for Excellence
in Financial
Reporting

Presented to

State of
New Hampshire

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 1997

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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President
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Executive Director
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FINANCIAL HIGHLIGHTS

$2,800

$2,600

$2,400

Millions

FIVE YEAR SUMMARY OF
REVENUES AND EXPENDITURES $2,200
ALL FUNDS (IN MILLIONS)

$2,000

Revenues by Group

Governmental and Expendable Trusts:

Taxes ..............
Fees and Fines......

Grants from Federal Government................cccoiiiviiiiinnn.

Grants from Private al

nd Local Sources. ............ccoviiieiiin...

Sale of Services and Commodities ...,

Assessments . .......

Grants from Other Agencies ...,

Miscellaneous. . .. . ..

Enterprise Funds and Non-Expendable Trusts:

Turnpike System . ...

Liquor Commission (Net of Cost of Sales and Services) ............
Sweepstakes Commission (Net of Cost of Sales and Services) .......
Non-Expendable TrustS . .........c.coiiiiiiin e

Expenditures by Function

Governmental and Expendable Trusts:

General Government

Administration of Justice and Public Protection....................
Resource Protection and Development ............................

Transportation . .. ...

Health and Social Services . ......... ..ot

Education ..........

Enterprise Funds and Non-Expendable Trusts:

Turnpike System . ...

Liquor Commission (Net of Cost of Sales and Services) ............
Sweepstakes Commission (Net of Cost of Sales and Services) .......
Non-Expendable TrustS . .........c.coiiiiiiin e

OTotal Revenues
mTotal Expenditures

FY 1994 FY 1995 FY 1996 FY 1997 FY 1998
$ 937 $ 986 $ 877 $ 945 $ 1,038
9% 99 110 108 114

858 749 819 797 833

86 94 107 103 118

364 145 102 107 87

14 14 14 15 16

17 17 22 23 29

55 74 74 79 82

2,427 2,178 2,125 2,177 2,317

50 51 53 55 58

76 76 78 84 88

51 59 68 74 77

3 4 4 5 8

180 190 203 218 231

$ 2607 $ 2368 $ 2,328 $ 2395 $ 2548
FY 1994 FY 1995 FY 1996 FY 1997 FY 1998
$ 183 $ 194 $ 190 $ 184 $ 175
144 153 162 172 204

94 101 100 110 114

174 189 197 197 201
1,377 1,241 1,146 1,140 1,169
207 208 209 227 264

64 65 75 76 74

106 93 109 129 139
2,349 2,244 2,188 2,235 2,340

39 42 4 42 44

20 20 21 21 21

13 15 18 19 20

2 3 4 4 4

74 80 84 86 89

$ 2423 $ 2324 $ 2,272 $ 2321 $ 2429
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FINANCIAL HIGHLIGHTS (continued)

FIVE YEAR SUMMARY OF
GENERAL FUND UNRESTRICTED REVENUE

WITH MEDICAID ENHANCEMENT REVENUES ANALYSIS
(IN MILLIONS)

FY 1994 FY 1995 FY 1996 FY 1997 FY 1998
BUSINESS TAXES . ..ttt t ettt ettt e et e e $ 136 $ 168 $ 178 $ 210 $ 239
Meals and ROOMS TaX . ...ttt e e e e 101 108 113 119 129
TODACCO TaX .« ottt 44 44 45 50 76
Liquor Sales and Distribution ............ ... 64 64 66 72 75
Interest and DIVIAeNnds TaX ... ...ttt 36 38 52 53 62
INSUFANCE TaX . . oottt e e 43 43 50 57 55
Real Estate Transfer TaX . .. ... e 29 29 30 33 44
Estate and Legacy TaX .. .. ...ttt 32 38 33 41 43
ComMmMUNICALION TAX . . oottt ittt e 31 33 36 39 40
All Other Taxes and REVENUES . . ... ...ttt 131 129 124 126 133
Subtotal . ... 647 694 727 800 896
Net Medicaid Enhancement Revenues (1) ..., 250 116 102 54 68
Subtotal . ... 897 810 829 854 964
Other Medicaid Enhancement Revenues Subsequently Transferred
to/(from) the Uncompensated Care Pool . ............................ 223 153 (10) 43 9
TOtal .. $ 1,120 $ 963 $ 819 $ 897 $ 973

Note (1): In FY 1994, Chapter Law 122, designated $99.0 million of the $250.0 million of net medicaid enhancement revenues to establish the State's
Health Care Transition Fund.

General Fund Net Unrestricted Revenue
$1,000
[ Net Medicaid
$750 - Enhancement
Revenue
2
2 $500 1 [ Unrestricted
= Revenue(Net of
Medicaid
Enhancement)
$250 -
$0 |
FY 1994 FY 1995 FY 1996 FY 1997 FY 1998
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FINANCIAL HIGHLIGHTS (continued)

FIVE YEAR SUMMARY OF
GENERAL FUND REVENUES, EXPENDITURES AND
OPERATING TRANSFERS

(IN MILLIONS)

FY 1994 FY 1995 FY 1996 FY 1997 FY 1998

Revenues, Net ............. .. $ 1,037 $ 970 $ 992 $ 1,037 $ 1,143
Revenues to Fund the Uncompensated Care Pool ...................... 223 153 -0- 43 9
Total Revenues (1) . ..ot 1,260 1,123 992 1,080 1,152
Operating Transfers In ... . 100 101 110 119 126
Total Revenues and Operating TransfersIn ........................ 1,360 1,224 1,102 1,199 1,278
EXpenditures (2). . ..o 814 864 873 889 953
Operating Transfers Out (2). . ... 263 257 258 255 279
Operating Transfers Out to the Uncompensated Care Pool .............. 223 153 -0- 43 9
Total Operating Transfers Out (1) ..., 486 410 258 298 288
Total Expenditures and Operating TransfersOut. ................... 1,300 1,274 1,131 1,187 1,241
Revenues and Transfers In over(under) Expenses and Transfers Out . . . . .. $ 60 % (50) $ (29) s 12 $ 37

Note (1): In FY 1994, a change in the budgetary structure of the State’s uncompensated care pool resulted in an increase in both total revenues
and total operating transfers out of $223 million in FY 1994, $153 million in FY 1995, $43 million in FY 1997, and $9 million in FY
1998.

Note (2): Expenditures for the University System of New Hampshire are classifed as operating transfers out in accordance with GASB Statement
No. 14 - "The Reporting Entity." The expenditures were $62 million in FY 1994, $63 million in FY 1995, $64 million in FY 1996, $64 million
in FY 1997, and $66 million in FY 1998.

FIVE YEAR SUMMARY OF
GENERAL FUND UNDESIGNATED FUND BALANCE
AND SPECIAL RESERVED ACCOUNTS

(IN MILLIONS)

FY 1994 FY 1995 FY 1996 FY 1997 FY 1998

Undesignated Fund Balance (Deficit) .............ccoiiiiiiiiiiiii.n. $ 12 $ -0- $ (44) $ () $ 41
Reserved for Revenue Stabilization ................................... 20 20 20 20 20
Reserved for Health Care Transition Fund ............................. 99 68 90 51 38
Total . $ 131 $ 88 $ 66 $ 70 $ 99

Millions

FY 1994 FY 1995 FY 1996 FY 1997 FY 1998
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E% Peat Marwick LLP

09 High Street Telephona 617 988 1000 Telefax 617 988 0BOO
Hestan, MA 0217102371

INDEPENDENT AUDITORS’ REPORT

The Fiscal Committee of the General Court
State of New Hampshire
Concord, New Hampshire

We have audited the general purpose financial statements of the State of New Hampshire as of and for the year ended June
30, 1998, as listed in the accompanying table of contents. These general purpose financial statements are the responsibility of
the State of New Hampshire’s management. Our responsibility is to express an opinion on these general purpose financial
statements based on our audit. We did not audit the financial statements of any of the entities included in the "Component
Units" column and the New Hampshire Public Deposit Investment Pool which comprises 31% of the Fiduciary Fund Type
assets and 100% of the Primary Government's Investment Trust included in the Combined Statement of Changes in Net
Assets. Those entities were audited by other auditors whose reports have been furnished to us, and our opinion, insofar as it
relates to data included for those entities, is based solely on the reports of the other auditors.

Except as discussed in the following paragraph, we conducted our audit in accordance with generally accepted auditing
standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the general purpose financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

Governmental Accounting Standards Board Technical Bulletin 98-1, Disclosures about Year 2000 Issues, requires disclosure of
certain matters regarding the Year 2000 issue. The State of New Hampshire has included such disclosure in Note 16.
Because of the unprecedented nature of the Year 2000 issue, its effects and the success of related remediation efforts will not
be fully determinable until the year 2000 and thereafter. Accordingly, insufficient audit evidence exists to support the State
of New Hampshire's disclosures with respect to the Year 2000 issue made in Note 16. Further, we do not provide assurance
that the State of New Hampshire is, or will be, Year 2000 ready, that the State of NewHampshire's Year 2000 remediation
efforts will be successful in whole or in part, or that parties with which the State of New Hampshire does business will be
Year 2000 ready.

In our opinion, based on our audit and the reports of other auditors, except for the effects of such adjustments, if any, as
might have been determined to be necessary had we been able to examine evidence regarding Year 2000 disclosures, the
general purpose financial statements referred to above present fairly, in all material respects, the financial position of the
State of New Hampshire as of June 30, 1998, and the results of its operations, and cash flows of its proprietary fund types,
nonexpendable trust funds, and discretely presented component units for the year then ended in conformity with generally
accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued a report dated December 1, 1998, on our consideration
of the State of New Hampshire’s internal control over financial reporting and our tests of its compliance with certain laws,
regulations, contracts and grants.

Return to Table of Contents
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Page 2
The Fiscal Committee of the General Court
State of New Hampshire

As described in Note 1, the State of New Hampshire implemented Governmental Accounting Standards Board Statement
No. 31, Accounting and Financial Reporting for Certain Investments and for External Investment Pools during fiscal year 1998.

Our audit was made for the purpose of forming an opinion on the general purpose financial statements taken as a whole.
The combining financial statements and schedules as listed in the accompanying table of contents are presented for purposes
of additional analysis and are not a required part of the general purpose financial statements of the State of New Hampshire.
Such information has been subjected to the auditing procedures applied in our audit of the general purpose financial
statements and, in our opinion, based on our audit and the reports of other auditors, is fairly stated in all material respects in
relation to the general purpose financial statements taken as a whole.

We did not audit the data included in the introductory and statistical sections of this report and, accordingly, express no
opinion thereon.

KPM - Roe T Wl LLE

December 1, 1998
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2. NEW HAMPSHIRE

COMBINED BALANCE SHEET ALL FUND TYPES, ACCOUNT GROUPS AND

DISCRETELY PRESENTED COMPONENT UNITS
JUNE 30, 1998
(Expressed in Thousands)

ASSETS AND OTHER DEBITS

Cash and Cash Equivalents (Note 3) ..........................
Investments (NOte 3) ...
Receivables (Net of Allowances for Uncollectibles) (Note 4) .....
Due from Other Funds (Note 7) ............coiiiiiiiinannn..
Due from Component Units (Note 7)............ ... .. ...t
INVENTONIES . .\ e
Other ASSeLS . ..o
Loans and Notes Receivable (Note 4)..........................
Restricted Assets:
Cash and Cash Equivalents (Note 3) ........................
Investments (Note 3) ....... ...t
Due from Primary Government (Note 7) ....................
Receivables (NOte 4) . ... . e
Deferred Charges ... e
Fixed Assets (Net of Accumulated Depreciation) (Note 5) .......
Amounts to be Provided in Future Years (Note 6) ..............

Total Assets and Other Debits...........................

LIABILITIES, FUND EQUITY AND OTHER CREDITS

LIABILITIES:
Accounts Payable ........ ... ... .. ...
Accrued Payroll....... ...
Due to Other Funds (Note 7) ...........c ..
Due to Primary Government (Note 7) .......................
Due to Component Units (Note 7) ...................un..
Deferred Revenue (Notes 4 and 7) .............cooviieinnn..
Unclaimed Property and Prizes........... ... ... ...t
Short-term NOtes . . ...
Other Liabilities. ...........c
Custodial Funds Payable . ........... ... ... ..
General Obligation Bonds Payable - Current (Note 6) .........
Liabilities Payable from Restricted Assets ....................
General Obligation Bonds Payable (Note 6) ..................

Revenue Bonds Payable (Net of Unamortized Discount) (Note 6) ...

Compensated Absences and Accrued Employee Benefits (Note 6)
Long-term Debt (Note 6).......... ...

Total Liabilities . ........ ... ..

FUND EQUITY AND OTHER CREDITS:

Investment in General Fixed Assets .........................

Contributions from Other Funds ............................

Contributed Capital (Net of Amortization) (Note 11)..........

Retained Earnings . ...t

Fund Equity Component Units .............................

Fund Balances:
Reserved for Unemployment Compensation Benefits ........
Reserved for Various Trust Funds . ........................
Net Assets Held in Trust for Pool Participants..............
Reserved for Encumbrances. ............. ... ... ... .. ...,
Reserved for Investments.................. .. ... ... ..
Reserved for Inventories. .......... ... ... ... ... ...
Reserved for Unexpended Appropriations..................
Reserved for Revenue Stabilization ........................
Reserved for Health Care Transition Fund .................
Unreserved, Undesignated (Deficit) ........................

Total Fund Equity(Deficit) and Other Credits .............

Total Liabilities, Fund Equity and Other Credits...........

The notes to the financial statements are an integral part of this statement.

PROPRIETARY
GOVERNMENTAL FUND TYPES FUND TYPE
Special Capital
General Revenue Projects Enterprise
$ 119,581 $ 175,673 $ 23,494
5,315
69,352 130,901  $ 6,815 5,905
11,631 26,127
60,073 5,898
6,415 13,536 20,900
72 3
81,799
887
45,228 32,405
512
2,783
479,769
$ 318,179 $ 433934  $ 6,815 $ 566,146
$ 52,641 $ 93,312 $ 11,360 $ 22,633
18,826 9,338 1,629
26,251 7,131 4,499
64,590 132,191 872 2,930
4,767 4,639
30,000
342 219
4,376
10,327
34,872
255,248
4,325
167,417 234,841 49,363 345,697
12,475
36,584
171,390
12,370 170,395 28,282
2,000
6,415 5,148
30,413 40,595 119,120
19,975
38,190
41,399 (17,045) (189,950)
150,762 199,093 (42,548) 220,449
$ 318,179 $ 433934 $ 6,815 $ 566,146




FIDUCIARY Totals Totals
FUND TYPES ACCOUNT GROUPS (Memorandum (Memorandum
Trust General Only) Component Only)

and General Long-Term Primary Units Reporting
Agency Fixed Assets Debt Government (Note 1) Entity
$ 8,401 $ 327,149 $ 557,735 $ 884,884
749,400 754,715 4,033,767 4,788,482
6,978 219,951 52,925 272,876
193 37,951 37,951
65,971 65,971
84 40,935 40,935
75 17,518 17,593
81,799 23,007 104,806
887 7,832 8,719
77,633 15,112 92,745
604 604
512 16,280 16,792
2,783 2,783
569,219 1,048,988 410,623 1,459,611
$ 641,309 641,309 641,309
$ 765,056 569,219 $ 641,309 $ 3,300,658 $ 5135403 $ 8,436,061
$ 179,946 $ 20,222 $ 200,168
29,793 10,111 39,904
$ 70 37,951 37,951
65,971 65,971
604 604 604
200,583 13,539 214,122
9,406 9,406
30,000 30,000
3,695 4,256 577,394 581,650
212,594 212,594 212,594
4,376 800 5,176
10,327 12,600 22,927
$ 578,277 613,149 21,540 634,689
255,248 255,248
63,032 67,357 53,803 121,160
98,193 98,193
216,963 641,309 1,655,590 874,173 2,529,763
569,219 569,219 569,219
12,475 12,475
36,584 36,584
171,390 171,390
4,261,230 4,261,230
289,644 289,644 289,644
17,830 17,830 17,830
240,619 240,619 240,619
211,047 211,047
2,000 2,000
11,563 11,563
190,128 190,128
19,975 19,975
38,190 38,190
(165,596) (165,596)
548,093 569,219 1,645,068 4,261,230 5,906,298
$ 765,056 569,219 $ 641,309 $ 3,300,658 $ 5135403 $ 8,436,061
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2. NEW HAMPSHIRE

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUND TYPES AND EXPENDABLE TRUST FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

FIDUCIARY
GOVERNMENTAL FUND TYPES FUND TYPE
Totals
Special Capital Expendable (Memorandum
General Revenue Projects Trusts Only)
REVENUES:
General Property Taxes ..............ccovuunn. $ 563 $ 563
Special TaXesS . ... 617519 $ 52,535 670,054
Personal Taxes. .. ..., 76,091 76,091
Business License Taxes ...................... 65,958 129,224 195,182
Non-Business License Taxes .................. 5,084 56,134 $ 35,052 96,270
FeeS . 56,747 28,042 84,789
Fines, Penaltiesand Interest .................. 27,219 1,733 28,952
Grants from Federal Government ............. 133,834 688,735 $ 10,256 832,825
Grants from Private and Local Sources . ........ 20,367 97,340 45 117,752
Rentsand Leases. ..........c.ovuiiiiinennn.n. 4,960 4,960
Interest, Premiums and Discounts ............. 3,687 10,585 19,015 33,287
Sale of Commodities ........................ 4,698 8,443 95 13,236
Saleof Services ................ ... .. ... ... 67,294 6,505 73,799
ASSESSMENTS. ..ot 13,804 2,637 16,441
Grants from Other Agencies .................. 23,202 5,650 28,852
Miscellaneous .............. ... ..., 30,519 12,751 620 43,890
Total Revenues. ............. ...t 1,151,546 1,100,314 10,396 54,687 2,316,943
EXPENDITURES:
Current:
General Government. ...................... 146,095 26,831 1,772 174,698
Administration of Justice and Public Protection 155,429 40,893 7,982 204,304
Resource Protection and Development ... .... 41,069 65,423 7,085 113,577
Transportation ............... ...t 4,873 184,726 11,191 200,790
Health and Social Services .................. 356,200 759,739 12,829 39,996 1,168,764
Education ............ ... ... ... . 169,853 90,547 6,581 266,981
DebtService............. ... . il 67,455 6,838 74,293
Capital Outlay . ...........c.ovvviiiiin... 11,856 121,579 5,174 138,609
Total Expenditures ........................ 952,830 1,296,576 52,614 39,996 2,342,016
Excess (Deficiency) of Revenues
Over Expenditures ....................... 198,716 (196,262) (42,218) 14,691 (25,073)
OTHER FINANCING SOURCES (USES):
Operating TransfersIn....................... 1,935 222,136 292 224,363
Operating Transfers from Enterprise Funds.. . ... 124,329 124,329
Operating TransfersOut ..................... (221,675) (2,390) (298) (224,363)
Operating Transfers to Component Units....... (65,880) (17,654) (83,534)
Total Other Financing Sources (Uses). . ....... (161,291) 219,746 (17,660) -0- 40,795
Excess (Deficiency) of Revenues
and Other Sources Over
Expenditures and Other Uses ............. 37,425 23,484 (59,878) 14,691 15,722
Fund Balances-July1 ....................... 113,337 175,609 17,330 278,985 585,261
Fund Balances (Deficit) -June 30 .............. $ 150,762 $ 199,093 $ (42,548) $ 293,676 $ 600,983

The notes to the financial statements are an integral part of this statement.
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COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES - BUDGET AND
ACTUAL - BUDGETARY BASIS - GENERAL AND SPECIAL REVENUE FUNDS

General Special Revenue
Budget Actual Variance Budget Actual Variance
REVENUES:
General Property Taxes . ...........covuune... $ 450 $ 564 $ 114
Special Taxes . ..... ... 583,841 617,427 33,586 $ 52,535 $ 52,535
Personal Taxes ...........c.o .. 72,060 76,091 4,031
Business License Taxes ...........c.covuvevnn... 66,042 66,689 647 126,908 129,224 $ 2,316
Non-Business License Taxes ................... 4,971 5,099 128 55,314 56,135 821
Fees .. 60,330 56,757 (3,573) 40,479 29,430 (11,049)
Fines, Penalties and Interest . .................. 24,782 27,219 2,437 3,234 529 (2,705)
Grants from Federal Government ............... 144,210 143,632 (578) 773,467 682,269 (91,198)
Grants from Private and Local Sources .......... 23,493 21,340 (2,153) 112,477 134,160 21,683
Rentsand Leases ..............ccoiiiiennnn... 4,979 5,400 421 33 37 4
Interest Premiums and Discounts ............... 3,543 5,995 2,452 8,989 10,859 1,870
Sale of Commodities ......................... 1,002 3,053 2,051 5,989 8,514 2,525
Sale of Services . .......... .. 68,364 66,039 (2,325) 20,512 16,941 (3,571)
ASSESSMENES . ... 21,265 18,973 (2,292) 2,903 2,651 (252)
Grants from Other Agencies ................... 69,137 64,434 (4,703) 7,828 6,984 (844)
Miscellaneous . ....... ... ... . . i 87,569 86,808 (761) 16,197 21,630 5,433
Total Revenue ............ ... ... 1,236,038 1,265,520 29,482 1,226,865 1,151,898 (74,967)
EXPENDITURES:
General Government ................iaa.. 230,135 219,913 10,222 33,083 24,254 8,829
Administration of Justice and Public Protection ... 212,036 200,078 11,958 51,118 42,129 8,989
Resource Protection and Development ........... 50,205 45,063 5,142 115,579 71,322 44,257
Transportation . .............c.u i 10,910 7,181 3,729 341,201 334,920 6,281
Health and Human Services ................... 364,581 353,951 10,630 810,320 767,818 42,502
Education .......... ... . ... 251,452 244,815 6,637 120,657 90,994 29,663
Total Expenditures ......................... 1,119,319 1,071,001 48,318 1,471,958 1,331,437 140,521
Excess (Deficiency) of Revenues
Over (Under) Expenditures .................. 116,719 194,519 77,800 (245,093) (179,539) 65,554
Other Financing Sources (Uses):
Operating Transfers In ....................... 68,654 68,654 225,215 225,215
Operating Transfers Out . ..................... (224,755) (224,755) (2,390) (2,390)
Total Other Financing Sources (Uses) ......... (156,101) (156,101) -0- 222,825 222,825 -0-
Excess (Deficiency) of Revenues and
Other Financing Sources Over (Under)
Expenditures and Other Financing Uses ........ (39,382) $ 38,418 $ 77,800 (22,268) $ 43,286 $ 65,554
Other Budget Items:
Transfers from Available Funds ................ 12,582 11,669
Budget Lapses . ........ . 26,800 10,599
Net Budget ......... ... i, $ -0- -0-

The notes to the financial statements are an integral part of this statement.
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NEW HAMPSHIRE 2

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN RETAINED EARNINGS/FUND
BALANCES PROPRIETARY FUND TYPE, NON-EXPENDABLE TRUST FUNDS AND DISCRETELY PRESENTED
COMPONENT UNITS

FOR THE FISCAL YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

PROPRIETARY FIDUCIARY Totals Totals
FUND TYPE FUND TYPE (Memorandum (Memorandum
Non- Only) Only)
Expendable Primary Component Reporting
Enterprise Trusts Government Units Entity
OPERATING REVENUES:

Charges for Sales and Services ............. $ 492,377 $ 492,377 $ 10,094 ¢ 502,471

Contributions ............................. $ 5,032 5,032 5,032

Interest/Earnings on Investments ........... 490 490 1,245 1,735

Other ....... ... .. 2,734 2,734 215 2,949

Total Operating Revenues ............... 492,377 8,256 500,633 11,554 512,187
OPERATING EXPENSES:

Cost of Sales and Services ................. 290,921 290,921 290,921

Personnel Services. ........................ 20,906 20,906 2,588 23,494

Supplies and Materials .................... 1,114 1,114 1,114

Communication Services ................... 440 440 440

Travel ... 166 166 166

Printing and Binding ...................... 1,414 1,414 1,414

AdVErtiSINg . . ..o 2,413 2,413 345 2,758

COMMISSIONS .. ....oiiii i 13,252 13,252 13,252

Heat, Light and Power .................... 1,637 1,637 1,637

RENMt 1,756 1,756 1,756

REPAIrS ...\ttt 5,573 5,573 5,573

Payroll Benefits ........................... 5,678 5,678 5,678

Indirect CoStS. . ..., 1,106 1,106 1,106

Enforcement ........... ... i 3,351 3,351 3,351

Payments to Beneficiaries and Refunds . .. ... 4,491 4,491 4,491

Miscellaneous. ............. ... ..ot 1,834 41 1,875 6,068 7,943

Depreciation . . ..., 9,811 9,811 2,553 12,364

Total Operating Expenses ............... 361,372 4,532 365,904 11,554 377,458
Operating Income ...................... 131,005 3,724 134,729 -0- 134,729
NONOPERATING REVENUES (EXPENSES):

LICENSES .« vt vttt 3,021 3,021 3,021

BEEr TAXES .. ''vvveee e 11,197 11,197 11,197

Interest ReVENUE .. .........oovviineannn.. 4,111 4,111 1,908 6,019

Miscellaneous. . ........................... 2,211 2,211 (1,587) 624

Intereston Bonds ......................... (13,645) (13,645) (1,740) (15,385)

Amortization of Bond Issuance Costs. ....... (223) (223) (223)

Total Nonoperating Revenues (Expenses) . 6,672 6,672 (1,419) 5,253
Income (Loss) Before Operating Transfers . 137,677 3,724 141,401 (1,419) 139,982
OPERATING TRANSFERS:

ToGeneral Fund...............ccooviiiin. (124,329) (124,329) (124,329)
Net Income (LOSS) . ........cvviiiiieeeneen... 13,348 3,724 17,072 (1,419) 15,653
Add: Depreciation on Fixed Assets Acquired

by Grants and Entitlements Externally

Restricted for Capital Acquisitions and

Construction that Reduces Contributed

Capital .......... ... . i 807 807 1,081 1,888
Increase (Decrease) in Retained

Earnings (Deficit)/Fund Balances ........... 14,155 3,724 17,879 (338) 17,541
Retained Earnings (Deficit)/Fund Balances - July 1 157,235 10,074 167,309 (3,029) 164,280
Retained Earnings (Deficit)/Fund

Balances -June 30........... ... . $ 171,390 13,798 ¢ 185,188 % (3,367) % 181,821

The notes to the financial statements are an integral part of this statement.
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COMBINED STATEMENT OF CASH FLOWS PROPRIETARY FUND TYPE, NON-EXPENDABLE TRUST FUNDS

AND DISCRETELY PRESENTED COMPONENT UNITS
FOR THE FISCAL YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

PROPRIETARY FIDUCIARY Totals Totals
FUND TYPE FUND TYPE (Memorandum (Memorandum
Non- Only) Only)
Expendable Primary Component Reporting
Enterprise Trusts Government Units Entity
Cash Flows from Operating Activities:
Operating INncome . .........oovviiiiiieinnn $ 131,005 $ 3,724 $ 134,729 $ -0- $ 134,729
Adjustments to Reconcile Operating Income to
Net Cash Provided by Operating Activities:
Depreciation and Amortization ................. 10,034 10,034 2,553 12,587
Change in Operating Assets and Liabilities:
Decrease in Receivables........................ (621) (621) 626 5
Increase in Inventories......................... (3,690) (3,690) (3,690)
Increase in Notes Receivable ................... (300) (300)
Increase in Other Assets ....................... (2) (2
Increase (Decrease) in Accounts Payable and
Other Accruals ........................ooae. 4,276 (33) 4,243 1,312 5,555
Decrease in Deferred Revenue.................. (84) (84) (67) (151)
Contributions from Other Funds ................ 68 68 68
Net Cash Provided by Operating Activities. . .. 140,988 3,691 144,679 4,122 148,801
Cash Flows from Noncapital Financing Activities:
Transfers to Other Funds ...................... (126,125) (126,125) (126,125)
Proceeds from Collection of Licenses
and Beer TaX.......oviiiiiiii i 14,218 14,218 14,218
Proceeds from Loans with Primary Government. .
Interest Paidon Bonds......................... (1,740) (1,740)
Principal Paid on Bonds ....................... (500) (500)
Net Cash Used for Noncapital
Financing Activities . ....................... (111,907) (111,907) (2,240) (114,147)
Cash Flows from Capital and Related
Financing Activities:
Acquisition and Construction of Capital Assets. .. (29,057) (29,057) (6,817) (35,874)
Repayments to Tenant......................... (26) (26)
Increase in Contributed Capital ................. 1,126 1,126 2,070 3,196
Repayments to Primary Government ............ (1,010) (1,010)
Proceeds from Loans .................. ... ... 2,063 2,063
Equipment Lease Principal Payments............ 487 487
Interest Paid on Revenue and General
Obligation Bonds . ............ ... ...t (18,131) (18,131) (18,131)
Principal Paid on Revenue and General
Obligation Bonds . .......................... (10,403) (10,403) (10,403)
Net Cash Used for Capital
and Related Financing Activities ............ (56,465) (56,465) (3,233) (59,698)
Continued. . .

The notes to the financial statements are an integral part of this statement.
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COMBINED STATEMENT OF CASH FLOWS PROPRIETARY FUND TYPE, NON-EXPENDABLE TRUST FUNDS

AND DISCRETELY PRESENTED COMPONENT UNITS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

PROPRIETARY FIDUCIARY Totals Totals
FUND TYPE FUND TYPE (Memorandum (Memorandum
Non- Only) Only)
Expendable Primary Component Reporting
Enterprise Trusts Government Units Entity
Cash Flows from Investing Activities:
Purchase of Investments ....................... (17,397) (9,471) (26,868) (1,159) (28,027)
Proceeds from Maturities of Investments ........ 17,353 5,702 23,055 23,055
Interest and Other Income ..................... 6,762 6,762 1,260 8,022
Net Cash Provided By (Used for)
Investing Activities ........................ 6,718 (3,769) 2,949 101 3,050
Net Increase (Decrease) in Cash
and Cash Equivalents ........................... (20,666) (78) (20,744) (1,250) (21,994)
Cash and Cash Equivalents - July 1 ................ 45,047 1,418 46,465 14,490 60,955
Cash and Cash Equivalents - June 30............... $ 24,381 % 1,340 $ 25721 % 13,240 $ 38,961

Reconciliation of Cash and Cash Equivalents to the Combined Balance Sheet:

Cash and Cash Equivalents for the Non-expendable Trust Funds and the Component Units as of June 30, 1998, on the Combined Statement
of Cash Flows is reconciled to the Cash and Cash Equivalents on the Combined Balance Sheet as follows:

Cash and Cash Equivalents June 30, 1998:
(Expressed in Thousands)

Fiduciary Fund Types:

Nonexpendable Trust Funds ................... $ 1,340
Expendable Trust Funds ....................... 679
Agency Funds ............ ... 6,382

Total Fiduciary Fund Types ................. $ 8,401

Component Units:

College and University Funds .................. $ 66,751
Pension Trust Funds. ............ ... 485,576
Proprietary Funds . ........ ... ... ... ... ... 13,240

Total Component Units ..................... $ 565,567

Return to Table of Contents
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COMBINED STATEMENT OF CHANGES IN NET ASSETS - INVESTMENT TRUST

AND PENSION TRUST FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 1998
(Expressed in Thousands)

ADDITIONS:
Contributions:
Employer Normal and Accrued Liability .............................
State Contributions on Behalf of Local Employers . ....................

Total Employer Contributions ............. ...t

Plan Members . ... ...
Participants' Contributions ............ ... .. ..
Post Retirement Medical Plan Contributions on Behalf of Employers .. ..

Total Contributions . ....... ... .. i

Investment Income:
Net Appreciation in Fair Value of Investments........................
TN St .
DIVIDENAS . . . oo
Timberfund INCOME (LOSS) ... oottt e
Alternative Investment Income ............. ...
Commercial Real Estate Operating Income ...........................
Security Lending INncCome . .. ...

Gross Investment INCOMe . ... ...ttt

Less: Investment Expenses:
Security Lending Borrower Rebates .................. ... ... ...,
Investment Management Fees ........... ..
Commercial Real Estate Operating EXpense .................ccoovoa...
Custodial Fees ... ... i
Security Lending Management Fees ............cooviiiiinnernnn...
Investment AdVISOr FEES . . . ... it

Total INvestment EXPENSES . . . ..o ottt e

Net Investment INCOME .. ... ... i s

DEDUCTIONS:

BeNefitS . .o
Withdrawals and Distributions .............. ... ... i
Refunds of Contributions ............... . i
Administrative EXPense . ........oiiii
Post Retirement Medical Plan Contributions to Pension

Plan on Behalf of Employers............. i
COoNSUIEING FEES . . ..ottt
Other ..

Total DedUCtioNS . ... ...t
NEtINCrease .. ... ...
NET ASSETS HELD IN TRUST:

Beginning of the Year (NOte 1) . ...t i

End of the Year ....... ...

The notes to the financial statements are an integral part of this statement.

Totals

Primary Component (Memorandum
Government Units Only)

Investment Pension Reporting

Trust Trust Entity

$ 47,353 $ 47,353

11,624 11,624

58,977 58,977

77,395 77,395

$ 506,195 506,195

3,043 3,043

506,195 139,415 645,610

87 454,071 454,158

12,878 54,953 67,831

32,614 32,614

(1,818) (1,818)

2,151 2,151

39,479 39,479

24,747 24,747

12,965 606,197 619,162

22,776 22,776

28,891 28,891

17,990 17,990

961 961

591 591

603 603

(337) (337)

71,475 71,475

12,965 534,722 547,687

5,748 5,748

(298) (298)

519,160 679,587 1,198,747

144,300 144,300

462,428 462,428

16,939 16,939

4,642 4,642

3,043 3,043

639 639

91 91

462,428 169,654 632,082

56,732 509,933 566,665

183,887 3,295,489 3,479,376

$ 240,619 $ 3,805,422 $ 4,046,041
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COMBINED STATEMENT OF CHANGES IN FUND BALANCES COMPONENT UNITS -
COLLEGE AND UNIVERSITY FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 1998

(Expressed in Thousands)

Current Funds Endowment
Loan and Plant
Unrestricted Restricted Funds  Similar Funds Funds Totals
REVENUES AND OTHER ADDITIONS:
Unrestricted Current Funds Revenues ............. $ 279,834 $ 279,834
Federa