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INDEPENDENT AUDITOR’S REPORT

To the Members of the Board of Selectmen
Town of Windham
Windham, New Hampshire

We have audited the accompanying financial statements of the governmental activities, major fund, and aggregate remaining
fund information of the Town of Windham, as of and for the year ended December 31, 2015, and the related notes to the
financial statements, which collectively comprise the Town’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting
principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position
of the governmental activities, major fund, and aggregate remaining fund information of the Town of Windham, as of
December 31, 2015, the changes in financial position and the budgetary comparison for the major general fund for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1-Q to the financial statements, in 2015 the Town changed its method of accounting for pension reporting
with the adoption of Governmental Accounting Standards Board Statement No. 68 Accounting, and Financial Reporting for
Pensions-an amendment of GASB Statement No. 27 and as amended by Statement No. 71 Pension Transition for Contributions
Made Subsequent to the Measurement Date-an amendment of GASB Statement No. 68. Our opinions are not modified with
respect to these matters.
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Other Matters

Required Supplementary Information - Accounting principles generally accepted in the United States of America require that
the Management’s Discussion and Analysis, Schedule of Funding Progress for Other Postemployment Benefit Plan, the Schedule
of the Town’s Proportionate Share of Net Pension Liability, and the Schedule of the Town Contributions be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the information and comparing
the information for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.

Other Information - Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town of Windham’s basic financial statements. The combining and individual fund schedules are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The combining and individual fund schedules are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the basic financial statements. Such information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the combining and individual fund schedules are
fairly stated, in all material respects, in relation to the basic financial statements as a whole.

December 13, 2016



Town of Windham, New Hampshire
Management’s Discussion and Analysis

The following is a narrative overview and analysis of the financial activities of the Town of Windham
(the Town) for the fiscal year ended December 31, 2015. We encourage readers to consider the
information presented here in conjunction with the Town’s financial statements, which follow this
section.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Town of Windham’s basic
financial statements. The basic financial statements of the Town of Windham are comprised of three
components:

1. government-wide financial statements
2. fund financial statements
3. notes to the financial statements

This report also contains other supplementary information in addition to the basic financial statements
themselves.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
finances of the Town of Windham. These statements (Statement of Net Position and Statement of
Activities) provide both short-term and long-term information about the Town’s overall financial
position. They are prepared using the accrual basis of accounting, which recognizes all revenues and
expenses connected with the fiscal year even if cash has not been received or paid.

The Statement of Net Position presents information on all of the Town’s assets, deferred outflows of
resources, liabilities and deferred inflows of resources with the total reported as net position. Over time,
increases and decreases in net position may serve as a useful indicator of whether the financial position of
the Town is improving or deteriorating. However, other non-financial factors, such as changes in the
Town’s property tax base, the Town’s overall debt level and the condition of the Town’s infrastructure
and capital assets, will need to be considered to assess the overall financial health of the Town.

The Statement of Activities presents information showing how the government’s net position changed
during the most recent fiscal year. All of the Town’s activities are categorized as Governmental
Activities. The Town’s basic services are reported here, including police, fire, general government,
highway, sanitation, recreation and financial administration. Property taxes, state aid, motor vehicle fees,
and charges for services finance these activities.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Town of Windham, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All funds of the Town can be divided into two categories: governmental funds and
fiduciary funds.

Governmental Funds: Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements, and include most of the
basic services provided by the Town. However, unlike the government-wide financial statements,
governmental fund financial statements focus on near-term inflows and outflows of spendable resources,
as well as balances of spendable resources available at the end of the fiscal year.

(8]
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These funds are reported using the modified accrual basis of accounting, which measures cash and all
other financial assets that can readily be converted to cash. The governmental fund statements provide a
detailed short-term view of the Town’s general government operations and the basic services it provides.
Governmental fund information helps the users of the Town’s financial reports to determine whether there
are more or fewer financial resources that can be spent in the near future to finance the Town’s programs.
The relationship (differences) between governmental activities (reported in the Statement of Net Position
and the Statement of Activities) and governmental funds is described in a reconciliation presented with
the fund financial statements.

The Town of Windham maintains numerous individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund, which is considered to be the Town’s
only major fund. Data from the other governmental funds are combined into a single, aggregate
presentation.

The Town of Windham adopts an annual appropriated budget for the major general fund and one non-
major fund. A budgetary comparison statement has been provided for the general fund to demonstrate
compliance with the budget.

Fiduciary Funds: Fiduciary Funds are used to account for resources held for the benefit of parties
outside the Town. Fiduciary funds are not reflected in the government-wide financial statements because
the resources of those funds are not available to support the programs of the Town of Windham. The
Town’s fiduciary funds consist of private-purpose trust funds and agency funds.

Notes to the Financial Statements

The notes provide additional information that is essential to gaining a full understanding of the data
provided in the government-wide and fund financial statements.

Required Supplementary Information

The basic financial statements and accompanying notes are followed by a section of required
supplementary information. This section includes a schedule of funding progress for the Town’s Other
Postemployment Benefit Plan.

This year the Town of Windham is required to implement GASB Statement No. 68 (Accounting and
Financial Reporting for Pensions) which revises and establishes new financial reporting requirements for
most state and local governments that provide their employees with pension benefits.

Statement 68 replaces the requirements of Statement No. 27, Accounting for Pensions by State and Local
Governmental Employers and Statement No. 50, Pension Disclosures, as they relate to governments that
provide pensions through pension plans administered as trusts or similar arrangements that meet certain
criteria.

Statement 68 requires governments providing defined benefit pensions to recognize their long-term
obligation for pension benefits as a liability for the first time, and to more comprehensively and
comparably measure the annual costs of pension benefits.

The Statement also enhances accountability and transparency through revised and new note disclosures
and required supplementary information (RSI).
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The retroactive changes in the Statement of Net Position and Statement of Activities below are required
under GASB 68. The impact of GASB 68 on past fiscal years net position is as follows:

12/31/2015 12/31/2014 12/31/2013

Deferred Outflows 943,987.00 977,982.00 619,659.00

Net Pension Liability (12,566,541.00) (11,947,160.00) (13,205,482.00)

Deferred Inflows (648,590.00) (1,528,649.00) -

Net Impact on net position: (12,271,144.00) (12,497,827.00) (12,585,823.00)

Due to the large impact of these changes all across the financial statements, comparisons with previous
years should only be made using the restated numbers. Numbers reported in the 2015 and earlier town
reports and the 2014 and earlier audits should not be compared directly with the 2015 audit report, since
the earlier reports did not include the GASB 68 impact.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. The Town’s net position totaled $27.6 million at the end of 2015, which represents an increase
of $37 thousand, or .13%, as compared to the end of the previous year.

Statement of Net Position
The following is a summary of condensed government-wide financial data showing net position as of
December 31, 2015 and December 31, 2014:

12/31/2015 12/31/2014 % Change
(Restated)

Cash, receivables & other assets 23,971,919 23,881,852 0.38%

Capital assets, net 38,681,536 39,504,723 -2.08%

Total Assets 62,653,455 63,386,575 -1.16%

Deferred outflows of resources 943,987 977,982 -3.48%

Accrued liabilities & payables 19,883,451 20,302,690 -2.06%

Bonds, leases & long-term liabilities 15,500,564 15,005,038 3.30%

Total Liabilities 35,384,015 35,307,728 0.22%

Deferred inflows of resources 648,590 1,528,649 -57.57%
Net position:

Net investment in capital assets 37,745,269 38,425,230 -1.77%

Restricted 478,855 451,170 6.14%

Unrestricted (10,659,287) (11,348,220) -6.07%

Total Net Position 27,564,837 27,528,180 0.13%

5
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Total net position is presented in three categories: net investment in capital assets, restricted, and
unrestricted.

The largest component of net position is the investment in capital assets (e.g. land, buildings, machinery
and equipment). The figure presented ($37.7 million) is net of any related debt incurred to acquire those
assets. These assets are utilized by the Town of Windham to provide services to its residents, therefore
they are not available for future spending.

A certain portion ($479 thousand or 1.7%) of the net position is restricted in regard to how it may be
used. For the Town of Windham, those restrictions include those related to the use of library funds and
the balances of governmental funds that are restricted for other uses (refer to Note 16 for further details).
The remaining portion (-$10.7 million or -38.7%) of the net position is unrestricted, and is mostly due to
the implementation of GASB 68 which negatively impacted net position as these balances are recognized
for the first time on the town financial statements in 2015.

Statement of Activities
The following is a summary of condensed government-wide financial data of changes in net position for
the years ending December 31, 2015 and December 31, 2014:

12/31/2015 12/31/2014 % Change
Program revenues: (Restated)
Charges for services 1,212,701 1,083,074 11.97%
Operating grants and contributions 302,491 278,612 8.57%
Total program 1,515,192 1,361,686 11.27%
General revenues:
Property & other taxes 8,078,413 8,326,565 -2.98%
Licenses & permits 3,668,544 3,530,738 3.90%
Grants & contributions 751,761 701,734 7.13%
Other general revenues 902,920 840,287 7.45%
Total general 13,401,638 13,399,324 0.02%
Total revenues 14,916,830 14,761,010 1.06%
Program expenses:
General government 3,369,321 3,405,367 -1.06%
Public safety 6,907,177 6,990,201 -1.19%
Highways and streets 1,924,816 2,121,895 -9.29%
Health and welfare 66,688 80,506 -17.16%
Sanitation 902,920 944,900 -4.44%
Culture, recreation, conservation 1,681,864 1,652,837 1.76%
Interest 27,387 16,115 69.95%
Total expenses 14,880,173 15,211,821 -2.18%
Increase(decrease) in net position 36,657 (450,811) 108.13%
Net position, beginning (restated) 27,528,180 27,978,991 -1.61%
Net position, ending 27,564,837 27,528,180 0.13%




Town of Windham, New Hampshire
Management’s Discussion and Analysis

The Town’s net position increased by $37 thousand, or (0.1%) during 2015, as compared to a decrease of
$451 thousand, or (1.6%) in the previous year. The primary funding source for governmental activities
are taxes (54.2% of all revenues) and permits (24.6% of all revenues). Total 2015 revenues of $14.91
million were higher than 2015 expenses of $14.88 million, representing an increase in net position of $37
thousand. Revenue in 2015 was higher than 2014 revenue by $156 thousand, or 1.1%. This increase was
mostly driven by increases of $130 thousand in charges for services, $138 thousand in licenses and
permits, $63k in other general revenues and $50 thousand in grants and contributions, offset by a $248
thousand decrease in property and other tax revenues.

Total expenses during 2015 of $14.9 million were lower than 2014 expenses of $15.2 million by $332
thousand, or (2.2%). The largest decrease was in the highway and streets category ($197 thousand)
followed by public safety ($80 thousand), due to less funds expended on road construction projects in
2015, as well as a decrease in the budgetary needs in salary expenses for public safety departments as a
result of one time lump sum payments made in 2014 as part of new union contracts.

Financial Analysis of Town of Windham Funds

Governmental Funds. At the end of 2015 and 2014, the combined fund balances for all governmental
funds were as follows (details in Exhibit C-3):

015 2014
(Restated)
General Fund $1,981,402 $1,669,071
Other Governmental Funds 1,845,568 1,478,708
Total Governmental Fund Balance $3,826,970 $3,147,779

As discussed in Note 1, the Town of Windham has a Fund Balance policy in accordance with the
provisions of GASB Statement 54, Fund Balance Reporting and Governmental Fund Type Definitions,
which establishes the classifications used in the Town’s governmental fund financial statements. In total,
when comparing December 31, 2015 to December 31, 2014, the total fund balance on the Governmental
Funds Balance Sheet as of December 31, 2015 of $3.8 million was significantly higher than the $3.1
million as of December 31, 2014. The increase in the general fund portion reflects the positive budgetary
variance in the general fund discussed later in this report. The increase in total other governmental fund
balances is a result of normal account activity.

Under the modified accrual basis of accounting, the fund balance reflected above for the general fund is
adjusted each year for property tax revenue that is not collected within sixty days of the fiscal year-end.
This amount is impacted by the timing of the issuance of the December tax bills, as the balance in
uncollected taxes at the end of each year flows through this portion of the fund balance, thus causing
fluctuation from year to year.

The fund balance in the other governmental funds category includes many of the Town’s special revenue
funds, and is detailed in Schedule 4. The fund balances in all other governmental funds of $1.8 million
increased by approximately $367 thousand as compared to the 2014 balance. These other governmental
funds are restricted for the purposes originally established at the time of appropriation. The largest single
funds are the Land Purchase Conservation Fund with a fund balance of $596 thousand (significantly
larger than the previous year balance of $309 thousand) and the Cable and Health Expendable Trust with
a fund balance of $428 thousand on December 31, 2015 (no material change from the previous year). The
most significant activity within the other individual funds was an increase of $72 thousand in public
safety impact fees collected as a result of increased building activity, while most other fund balances
remained similar.
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In regards to the general fund, the Board of Selectmen have formalized a policy that calls for the
unassigned fund balance (budgetary basis) to be maintained at $300,000. This level represents less than
1% of the combined town, school and county revenues committed in 2015. The remainder of the
unassigned fund balance in the General Fund is used to reduce the current year tax rate. The level of
unassigned fund balance available to reduce the current year tax rate is summarized in the following table:

2015 2014
(Restated)
Total fund balance — budgetary basis $1,791,182  $1,615,282
Portion designated as nonspendable (21,187) (18,749)
Portion designated as committed (107,289) (208,461)
Portion designated as assigned (104,038) (129,757)
Available for tax rate setting (Unassigned) $1,558,668 $1,258,315

The amount of the December 31, 2014 fund balance used to reduce the 2015 tax rate was $890 thousand,
as compared to $434 thousand used for the 2014 tax rate. After this reduction, the net unassigned fund
balance as of December 31, 2015 grew to $1.6 million due to favorable variance in budgeted expenditures
and unanticipated revenues, which will be discussed later in this report.

General Fund Budgetary Highlights

As shown in the chart below, the Town of Windham stayed within its authorized General Fund budget.
The final budget for revenues and other financing sources, totaling $12.6 million, along with the use of
$890 thousand in fund balance, supported the overall budgeted expenditures of $13.5 million. - The actual
revenues include the amount of unanticipated revenues received and accepted by the Board of Selectmen
throughout the year and for 2015 reflect 97 thousand dollars of insurance rebates received. Also shown
below, the final budgeted expenditures and transfers out of $13.5 million, and actual expenditures of
$13.3 million, reflect encumbrances from year to year.

In comparing budget to actual amounts (inclusive of amounts encumbered to the subsequent year), the
total revenues and transfers in were higher than those budgeted, while total expenditures were lower than
those budgeted, resulting in a positive combined budgetary variance of $915 thousand.

Final Budget Actual Variance
(Budgetary Basis)
Revenues $12,495,355 $13,556,416 $1,061,061
Bond Proceeds 0 0 0
Transfers In 110,599 86,171 (24,428)
Expenditures (13,415,954) (13,217,320) 198,634
Transfers Out (80,000) (80,000) -
Net ($890,000) $345,267 $1,235,267

Actual revenues and transfers in were higher than the final budgeted amounts by a combined $1,061
thousand. This was primarily due to various differences in actual amounts collected by the Town,
including interest and penalties on taxes, motor vehicle and building permit fees, through the end of fiscal
2015, as compared to budgeted amounts set in the fall of 2014. These budgeted amounts were set based
on both previous calendar year trends as well as preliminary collections to date through September, and
the Town normally takes a conservative approach to projecting revenues for the remainder of the year.
The positive variances were offset by $144,000 in grant funds for a highway truck which were budgeted
but not received in 2015 as the project was not completed by yearend. As the grant was not expended it is
reflected in the capital outlay encumbrances for the following year.
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Actual expenditures and transfers out were less than the final budget by $198 thousand, resulting in a
positive budgetary variance. The majority of the savings was in the highways and streets category ($333
thousand), primarily due to the timing of completion of road paving projects, offset by higher than
budgeted spending in general government ($127 thousand) and public safety ($117 thousand) due to
salary expenses associated with higher than normal overtime needs. Other budgetary savings were in the
solid waste, library, and general assistance areas due to both salary savings resulting from staff turnovers
as well as less budgetary needs, particularly in the general assistance area.. Offsetting the overall savings,
were over expenditures in the general government, assessing, and financial administration areas, the latter
two being due to need for hiring consultants while recruiting new staff for several positions.. This
resulted in some departmental budgets showing a negative variance in expenditures for the year, even
though the overall budget shows positive variance.

Revenues used to support the General Fund operations for the year ended December 31, 2015 totaled
$13.6 million, as compared to $13.3 million for the previous year, or an increase of $261 thousand, or
3%. This was primarily due to an increase in licenses and permits ($202 thousand) and in charges for
services ($167 thousand), offset by a $194 thousand decrease in tax collections. The increase in licenses
and permits is due to an overall increase in motor vehicle registration revenue and increased building
permit revenue in 2015.

The largest change in charges for services was ambulance fee revenues, which increased approximately
$72 thousand as compared to 2014 being mostly driven by an increase in rates charged for ambulance
services. Also, revenues collected from solid waste activities decreased $26 thousand due to changes in
marketability of metals and recyclables. The operating transfers in for 2015 funded the conservation land
loan payment, which will be discussed later in this report. The following comparison shows the
breakdown of general fund revenues (from exhibit D), from a budgetary basis, by category and
percentage change over the previous year:

Revenues : 2015 2014 % Change
Taxes $7,776,612 $7,970,906 -2.4%
Licenses and Permits 3,668,294 3,466,555 5.8%
Intergovernmental 1,054,252 980,346 7.5%
Charges for Services 782,707 615,360 27.2%
Interest Income 14,482 5,129 182.4%
Miscellaneous 260,069 256,644 1.3%
13,556,416 13,294,940 2.0%
Bond Proceeds 700,000 -100.0%
Operating transfers in 86,171 160,820 -46.4%
Total $13,642,587 $14,155,760 -3.6%
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Expenditures (including principal and interest payments on debt) and other uses totaled $13.3 million for
the year ended December 31, 2015, as compared to $13.8 million for the previous year, or a decrease of
3.7%. Public safety represented the highest category of spending at 49% of the total spending for General
Fund activities in 2015, as compared to 45% in 2014. The following comparison shows the breakdown of
expenditures by category and percentage change over the previous year (inclusive of amounts
encumbered to the subsequent year):

Expenditures: 2015 2014 % Change
General Government 2,799,828 2,766,282 1.2
Public Safety 6,563,871 6,247,745 5.1
Highways and Streets 836,613 1,038,982 (19.5)
Health and welfare 66,688 80,972 (17.6)
Sanitation 800,474 848,472 (5.7)
Culture, Recreation, Conservation 1,401,704 1,340,431 4.6
Capital outlay 662,363 1,404,760 (52.8)
Debt Service 85,779 1,000 8,478
13,217,320 13,728,644 3.7
Operating transfers out 80,000 81,953 2.4
Total 13,297,320 13,810,597 3.7

The most significant increase in expenditures over the previous year was in the public safety area,
particularly in Police where we hired a new Community Services officer and had high overtime expenses
to cover staffing vacancies due to both work and non-work related injuries and illnesses.

Capital and Debt Administration

The Town of Windham considers a capital asset to be land, buildings, equipment or infrastructure
(roadways and bridges) whose cost exceeds $5,000 and has a useful life of greater than one (1) year.
Capital assets are depreciated using the straight-line method over the course of their useful lives. The
Town’s investment in capital assets as of December 31, 2015 amounted to $38.7 million, net of
accumulated depreciation, representing a decrease of $823 thousand over the previous year balance of
$39.5 million. The following summary shows a yearly comparison of net capital assets by category (see
Note 8 in the Notes to the Basic Financial Statements for more detailed information):

2015 2014 Change
Infrastructure $17,338,060 | $17,881,914 | $(543,854)
Land, land improvements, construction in progress 14,093,678 14,023,166 70,512
Buildings and improvements 4,813,708 5,043,971 (230,263)
Vehicles and equipment 2,436,090 2,555,672 (119,582)
Total capital assets, net $38,681,536 | $39,504,723 | $(823,187)

Infrastructure relates to the Town’s roadways and bridges, and additions are recorded each year based on
the cost of road improvements, as well as the value of completed subdivision roads accepted by the Town
each year, offset by regular depreciation of existing infrastructure. Highlights of the other major
capitalized assets recorded in 2015 include:

e The Town acquired public safety equipment including police cruisers, a fire department
command vehicle and purchased a town handicapped accessible mini bus under the
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General Government function. In addition, a Fire Station Diesel Exhaust System was
installed in the Fire Department.
e The Town installed two boilers and a HVAC unit at the Nesmith Library.

Long-term Debt. During 2015, while the Town did receive approval to borrow up to $344,530 towards
the purchase of a new fire engine, we ultimately did not enter into any general obligation bonds due to the
timing of the vehicles purchase and thus the bond not being needed until after the end of 2015. In terms of
existing debt, the balance of the 2014 Campbell Farm bond was reduced by $60 thousand to $640
thousand.

In addition during 2015, the Town of Windham continued its leasing program by entering into new three-
year vehicle/equipment leases to fund the purchase of police cruisers, a fire department command vehicle
and a town van. The total amount of new financing was $180 thousand, while $295 thousand remains
due on all capital leases as of December 31, 2015. See Note 14 in the Notes to the Basic Financial
Statements for a summary of all outstanding long-term obligations.

Economic Factors

e The total assessed value on which the tax rate was computed for the 2014 fiscal year increased
7.7% over the previous year (to $2,252,954,574 in 2015 from 2,092,047,160 in 2014) as the
Town is continuing to experience new building development as well as the fact that all property
values were reassessed as part of our cyclical five (5) year revaluation process.

e The total property taxes that were uncollected as of year-end, including liens and tax deeded
property, amounted to $2.3 million as of December 31, 2015, as compared to $2.7 million as of
December 31, 2014. Current year uncollected as a percentage of the total tax levy was 4.8% as of
December 31, 2015, which is a decrease from prior year’s 5.4%.

Several factors were taken into consideration as Town officials developed the budget for the 2015 fiscal
year. Those factors include overall property tax burden from both a town and school district perspective,
continuously increasing demands on municipal services and service levels, and compliance with statutory
and other legal requirements. The most significant factors affecting local budgets continue to be the
rising cost of employee healthcare and retirement benefits, as well as the need to maintain our existing
infrastructure and equipment.

Requests for Information

This financial report is designed to provide a general overview of the finances of the Town of Windham
for all those interested in its finances. Questions concerning any of the information provided in this
report, or requests for additional information, should be addressed to Daniel Popovici-Muller, Finance
Director, at 4 North Lowell Rd, Windham, New Hampshire 03087.
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EXHIBIT A
TOWN OF WINDHAM, NEW HAMPSHIRE
Statement of Net Position
December 31, 2015

Governmental

Activities
ASSETS
Cash and cash equivalents $ 20,883,467
Investments 99,245
Accounts receivable (net) 333,575
Taxes receivable (net) 2,240,087
Intergovernmental receivable 8,784
Prepaid items 5,087
Tax deeded property, subject to resale 16,100
Restricted assets:
Cash and cash equivalents 385,574
Capital assets:
Land and construction in progress 13,797,129
Other capital assets, net of depreciation 24,884,407
Total assets 62.653.455
DEFERRED OUTFLOWS OF RESOURCES
Amounts related to pensions 943,987
LIABILITIES
Accounts payable 190,120
Accrued interest payable 16,625
Intergovernmental payable 19,286,298
Escrow and performance deposits 390,408
Long-term liabilities:
Due within one year 355,706
Due in more than one year 2,578,317
Net pension liability 12,566,541
Total liabilities 35,384,015
DEFERRED INFLOWS OF RESOURCES
Amounts related to pensions 648,590
NET POSITION
Net investment in capital assets 37,745,269
Restricted 478.855
Unrestricted (10,659,287)
Total net position $ 27,564,837

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

TOWN OF WINDHAM, NEW HAMPSHIRE

Statement of Activities

For the Fiscal Year Ended December 31, 2015

General government

Public safety

Highways and streets

Sanitation
Health
Welfare

Culture and recreation

Conservation

Interest on long-term debt
Total governmental activities

Program Revenues Net (Expense)
Charges Operating Revenue and
for Grants and Change In
Expenses Services Contributions Net Position
$ 3,369,321 $ 283,205 $ - $ (3.086,116)
6,907,177 780,685 - (6,126,492)
1,924,816 - 302,491 (1,622,325)
902,920 28,064 - (874,856)
27,923 - - (27,923)
38,765 1,775 - (36,990)
1,650,641 118,972 - (1,531,669)
31,223 - - (31,223)
27,387 - - (27.387)
$ 14,880,173 $ 1,212,701 $ 302,491 (13,364,981)
General revenues:
Taxes:
Property 7.689,898
Other 388,515
Motor vehicle permit fees 3,429,899
Licenses and other fees 238,645
Grants and contributions not restricted to specific programs 751,761
Miscellaneous 902,920
Total general revenues 13,401,638
Change in net position 36,657
Net position, beginning, as restated (see Note 18) 27,528,180
Net position, ending $ 27,564,837

The notes to the basic financial statements are an integral part of this statement.
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EXHIBIT C-1

TOWN OF WINDHAM, NEW HAMPSHIRE
Governmental Funds

Balance Sheet

December 31, 2015

ASSETS

Cash and cash equivalents
Investments
Accounts receivable (net)
Taxes receivable
Intergovernmental receivable
Interfund receivable
Prepaid items
Tax deeded property, subject to resale
Restricted assets:

Cash and cash equivalents

Total assets

LIABILITIES
Accounts payable
Intergovernmental payable
Interfund payable
Escrow and performance deposits
Total liabilities

DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - Property taxes
Unavailable revenue - Land use change taxes

Total deferred inflows of resources

FUND BALANCES
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities, deferred inflows
of resources, and fund balances

Other Total
Governmental Governmental

General Funds Funds
$ 19,254,483 $ 1,628,984 $ 20,883,467
- 99,245 99,245
272,067 61,508 333,575
2,239,085 96,002 2,335,087
8,784 - 8,784
392 57.246 57,638
5,087 - 5,087
16,100 - 16,100
385.574 - 385,574
$ 22,181,572 $ 1,942,985 $ 24,124,557
$ 189,097 $ 1,023 $ 190,120
19,286,298 - 19,286,298
57,246 392 57,638
390,408 - 390,408
19,923,049 1,415 19,924,464
277,121 - 277,121
- 96,002 96,002
277,121 96,002 373,123
21,187 340,794 361,981
77,847 60,794 138,641
389,423 1,138,599 1,528,022
116,398 305,381 421,779
1,376,547 - 1,376,547
1,981,402 1,845,568 3,826,970
$ 22,181,572 $ 1,942,985 $ 24,124,557

The notes to the basic financial statements are an integral part of this statement.
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EXHIBIT C-2

TOWN OF WINDHAM, NEW HAMPSHIRE

Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position

December 31, 2015

Total fund balances of governmental funds (Exhibit C-1)

Amounts reported for governmental activities in the Statement of Net
Position are different because:

Capital assets used in governmental activities are not financial resources,
therefore, are not reported in the funds.
Cost
Less accumulated depreciation

Interfund receivables and payables between governmental funds are
eliminated on the Statement of Net Position.
Receivables
Payables

Certain items are not current financial resources in the governmental funds, but
instead are reported in the Statement of Net Position.
Deferred outflows of resources related to pension
Deferred inflows of resources related to pension

Property taxes are recognized on an accrual basis in the Statement of
Net Position and on a modified accrual basis in the governmental funds.
Deferred inflows of resources - Property taxes
Deferred inflows of resources - Land use change taxes
Allowance for uncollectible property taxes

Interest on long-term debt is not accrued in governmental funds.
Accrued interest payable

Long-term liabilities are not due and payable in the current period,
therefore. are not reported in the funds.
Bond
Capital leases
Compensated absences
Other postemployment benefits
Net pension liability

Net position of governmental activities (Exhibit A)

$ 75,802,522

(37,120,986)

$ (57,638)
57.638
$ 943,987

(648,590)

$ 277,121
96,002

(95,000)

$ 640,316
295,951
1,375,532
622,224

12,566,541

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

15

$

$
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EXHIBIT C-3
TOWN OF WINDHAM, NEW HAMPSHIRE
Governmental Funds
Statement of Revenues, Expenditures, and Changes in Fund Balances
For the Fiscal Year Ended December 31, 2015

Other Total
Governmental ~ Governmental
General Funds Funds
REVENUES
Taxes $ 7,842,850 $ 404,156 $ 8,247,006
Licenses and permits 3,668,294 250 3,668,544
Intergovernmental 1,054,252 - 1,054,252
Charges for services 782,707 429,994 1,212,701
Miscellaneous 336,864 566,056 902,920
Total revenues 13,684,967 1,400,456 15,085,423
EXPENDITURES
Current:
General government 2.898.868 458,474 3,357,342
Public safety 6,744,365 327,406 7,071,771
Highways and streets 861,026 - 861,026
Sanitation 800,474 - 800,474
Health 27.923 - 27,923
Welfare 38,765 - 38,765
Culture and recreation 1,397,066 118,322 1,515,388
Conservation - 27,723 27,723
Debt service:
Principal 59,684 - 59,684
Interest 26,095 - 26,095
Capital outlay 785,035 15,500 800,535
Total expenditures 13,639,301 947,425 14,586,726
Excess of revenues over expenditures 45,666 453,031 498,697
OTHER FINANCING SOURCES (USES)
Transfers in 86.171 - 86,171
Transfers out - (86,171) (86,171)
Capital lease inception 180.494 - 180,494
Total other financing sources (uses) 266,665 (86,171) 180,494
Net change in fund balances 312,331 366,860 679,191
Fund balances, beginning, as restated (see Note 18) 1,669,071 1,478,708 3,147,779
Fund balances, ending $ 1,981,402 $ 1,845,568 $ 3,826,970

The notes to the basic financial statements are an integral part of this statement.
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EXHIBIT C-4

TOWN OF WINDHAM, NEW HAMPSHIRE
Reconciliation of the Statement of Revenues, Expenditures, and

Changes in Fund Balances of Governmental Funds to the Statement of Activifies

For the Fiscal Year Ended December 31, 2015

Net change in fund balances of governmental funds (Exhibit C-3)

Amounts reported for governmental activities in the Statement of Activities
are different because:

Governmental funds report capital outlays as expenditures. In the Statement

of Activities, the cost of those assets is allocated over their estimated useful lives as
depreciation expense. This is the amount by which depreciation expense exceeded

capitalized capital outlay and capital asset disposals in the current period.
Capitalized capital outlay
Depreciation expense

The net effect of various miscellaneous transactions involving capital assets
(i.e., sales, trade-ins, and donations) is to decrease net position.

Governmental funds report pension contributions as expenditures. However, in
the Statement of Activities, the cost of pension benefits earned net of employee
contributions is reported as pension expenses.

Contributions subsequent to the measurement date
Net pension expense

Transfers in and out between governmental funds are eliminated
on the Statement of Activities.
Transfers in
Transfers out

Revenue in the Statement of Activities that does not provide current financial
resources is not reported as revenue in the governmental funds.
Change in deferred inflows of resources relating to property taxes

Change in deferred inflows of resources relating to land use change taxes

The issuance of long-term debt provides current financial resources to

governmental funds, while the repayment of principal of long-term debt consumes the
current financial resources of governmental funds. Neither transaction, however, has any

effect on net position.
Capital lease inception
Repayment of bond principal
Repayment of capital leases

Some expenses reported in the Statement of Activities do not require the

use of current financial resources, and therefore, are not reported as expenditures in

governmental funds.
Increase in accrued interest expense
Decrease in compensated absences payable
Increase in other postemployment benefits payable

Change in net position of governmental activities (Exhibit B)

$ 679,191
$ 1.301.868
(2.118.406)
(816,538)
(6,649)
$ 626,892
(400,209)
226,683
$  (86,171)
86.171
$  (66,238)
(102.355)
(168,593)
$  (180,494)
59.684
264.036
143,226
S (1.292)
31.330
(50.701)
(20,663)

536657

The notes to the basic financial statements are an integral part of this statement.
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EXHIBIT D
TOWN OF WINDHAM, NEW HAMPSHIRE
Statement of Revenues, Expenditures, and Changes in Fund Balance

Budget and Actual (Non-GAAP Budgetary Basis)

General Fund

For the Fiscal Year Ended December 31, 2015

REVENUES
Taxes
Licenses and permits
Intergovernmental
Charges for services
Miscellaneous
Total revenues

EXPENDITURES

Current:
General government
Public safety
Highways and streets
Sanitation
Health
Welfare
Culture and recreation
Conservation

Debt service:
Principal

~ Interest

Capital outlay

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING SOURCES (USES)

Transfers in
Transfers out
Bond proceeds

Total other financing sources (uses)

Net change in fund balance

Increase in nonspendable fund balance

Increase in assigned fund balance (abatements)

Unassigned fund balance, beginning, as restated (see Note 18)
Unassigned fund balance, ending

Variance
Budgeted Amounts Positive
Original Final Actual (Negative)
$ 7,507,509 $ 7,507,509 $ 7,776,612 $ 269,103
3,349,350 3,349,350 3,668,294 318,944
982,390 982,390 1,054,252 71,862
616,406 616,406 782,707 166,301
39,700 39,700 274,551 234,851
12,495,355 12,495,355 13,556,416 1,061,061
2,672,895 2,672,895 2,799,828 (126,933)
6,446,445 6,446,445 6,563,871 (117,426)
1,169,970 1,169,970 836,613 333,357
817,475 817,475 800,474 17,001
34,360 34,360 27,923 6,437
57,040 57,040 38,765 18,275
1,436,490 1,441,920 1,401,704 40,216
5,430 - - -
59,684 85,779 59,684 26,095
26,595 500 26,095 (25,595)
1,034,100 689,570 662,363 27,207
13,760,484 13,415,954 13,217,320 198,634
(1,265.129) (920,599) 339,096 1,259,695
110,599 110,599 86,171 (24,428)
(80,000) (80,000) (80,000) -
344,530 - - -
375,129 30,599 6,171 (24,428)
$  (890,0000 $ (890,000) 345,267 $ 1,235,267

(2,438)

(42,476)

1,258,315

$ 1,558.668

The notes to the basic financial statements are an integral part of this statement.
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EXHIBIT E-1
TOWN OF WINDHAM, NEW HAMPSHIRE
Fiduciary Funds
Statement of Net Position
December 31, 2015

Private
Purpose
Trust Agency
ASSETS
Cash and cash equivalents $ 28,014 $ 1,092,037
LIABILITIES
Intergovernmental payable - 1,031,384
Due to others - 60,653
Total liabilities - 1,092,037
NET POSITION
Held in trust for specific purposes $ 28,014 $ -

The notes to the basic financial statements are an integral part of this statement.
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EXHIBIT E-2
TOWN OF WINDHAM, NEW HAMPSHIRE
Fiduciary Funds

Statement of Changes in Net Position
For the Fiscal Year Ended December 31, 2015

Private
Purpose
Trust
ADDITIONS
Interest $ 3
DEDUCTIONS
Expenses 1
Change in net position 2
Net position, beginning 28,012
Net position, ending $ 28,014

The notes to the basic financial statements are an integral part of this statement.
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TOWN OF WINDHAM, NEW HAMPSHIRE
NOTES TO THE BASIC FINANCIAL STATEMENTS

AS OF AND FOR THE FISCAL YEAR ENDED
DECEMBER 31, 2015

NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Town of Windham, New Hampshire (the Town), have been prepared in conformity with
accounting principles generally accepted in the United States of America for governmental units as prescribed by the
Governmental Accounting Standards Board (GASB) and other authoritative sources.

The more significant of the Town’s accounting policies are described below.

1-A Reporting Entity

The Town of Windham is a municipal corporation governed by an elected 5-member Board of Selectmen. In evaluating how to
define the Town for financial reporting purposes, management has considered all potential component units. The decision to
include a potential component unit in the reporting entity is made by applying the criteria set forth by the GASB. The Town has
no component units to include in its reporting entity.

1-B Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net Position and the Statement of Activities) report information
on all of the nonfiduciary activities of the primary government. For the most part, the effect of interfund activity has been
removed from these statements.

The Statement of Net Position presents the financial position of the governmental activities of the Town at year-end. This
statement includes all of the Town’s assets, deferred outflows of resources, liabilities, deferred inflows of resources, and net
position.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function are offset by program
revenues. Direct expenses are those that are clearly identifiable with a specific function. Program revenues include (1) charges
to customers or applicants who purchase, use, or directly benef