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EVACHON CLUKAY CERTIFIED PUBLIC ACCOUNTANTS

608 Chestnut Street * Manchester, New Hampshire 03104

& CoOMPANY PC (603) 622-7070 » Fax: (603) 622-1452 * www.vachonclukay.com

INDEPENDENT AUDITOR’S REPORT

To the Board of Commissioners
County of Cheshire, New Hampshire

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of the County of Cheshire, New Hampshire
(the County) as of and for the year ended December 31, 2018, and the related notes to the financial
statements, which collectively comprise the County’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 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 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, each major fund, and the aggregate
remaining fund information of the County of Cheshire, New Hampshire, as of December 31, 2018, and
the respective changes in financial position, and, where applicable, cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, budgetary comparison information, schedule of changes in the
County’s proportionate share of the net OPEB liability, schedule of County OPEB contributions, schedule
of changes in the County’s total OPEB liability and related ratios, schedule of changes in the County’s
proportionate share of the net pension liability, and the schedule of County pension contributions on
pages i-x and 37-44 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the County of Cheshire, New Hampshire’s basic financial statements. The schedule
of expenditures of federal awards is presented for purposes of additional analysis as required by Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards, and is not a required part of the basic financial statements.

The schedule of expenditures of federal awards is the responsibility of management and was
derived from and relates 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 schedule of expenditures of federal awards is fairly stated, in all material respects, in relation to the
basic financial statements taken as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April
23,2019 on our consideration of the County of Cheshire, New Hampshire’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
the effectiveness of the County of Cheshire, New Hampshire’s internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the County of Cheshire, New Hampshire’s internal control over
financial reporting and compliance.

Abenen %%é Oompamj_’@c

Manchester, New Hampshire
April 23,2019



CHESHIRE COUNTY, NEW HAMPSHIRE
MANAGEMENT’S DISCUSSION & ANALYSIS

The discussion and analysis of Cheshire County’s financial performance provides an overview of the
County’s financial activities for the year ended December 31, 2018. The intent of this discussion and
analysis is to look at the County’s financial performance as a whole.

FINANCIAL HIGHLIGHTS
Key financial highlights for 2018 are as follows:

e The County’s net position for year-end was $9,242,554 an increase of $4,405,052
which represents a 91.06% increase over the 2017 restated net position of
$4,837,502. The restatement of 2017 net position was due to the implementation of
GASB 75. The major impact for the increase is the reduction in overall bonded debt.

e At the end of the current year, the County’s governmental funds reported a combined
ending fund balance of $40,685,286 a decrease of $2,487,196 from the prior year
balance of $43,172,482. The decrease represents payments of bond proceed for the
renovation of Maplewood Nursing Home. Of this amount, $8,272,030 is available
for spending (unassigned).

e At the end of the current year, unassigned fund balance for the General Fund was
$8,272,030, which represents a 35.41% increase from the prior year balance of
$6,108,734. The major increase in this amount is adjusting for the accounting of the
portion of fund balance that is appropriated to offset taxes in the subsequent budget
year, This amount previously was part of the assigned fund balance but is now part of
the unassigned fund balance. The 2019 budget did allocate $1,725,823 to reduce
taxes to be raised. For comparison purposes this still would have increased
unassigned fund balance by $437,473 or 7.16%.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of a series of financial statements. These statements are organized so the
reader can understand the County as a financial whole or as an entire operating entity. The statements
also provide a detailed look at specific financial conditions.

The County’s basic financial statements 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 County’s finances, in a manner similar to a private-sector business.



CHESHIRE COUNTY, NEW HAMPSHIRE
MANAGEMENT’S DISCUSSION & ANALYSIS

STATEMENT OF NET POSITION AND STATEMENT OF ACTIVITIES

The statement of net position presents information on all of the County’s assets, deferred outflows of
resources, liabilities, and deferred inflows of resources with the balance reported as net position. The
statement of activities presents information showing how the County’s net position changed during
the current year. These statements are prepared using the accrual basis of accounting similar to the
accounting method used by private sector companies. This basis of accounting takes into
consideration all of the current year’s revenues and expenses, regardless of when the cash is received
or paid.

The change in net position is important because it tells the reader whether, for the County as a whole,
the financial position of the County has improved or diminished. However, in evaluating the overall
position of the County, non-financial information such as changes in the County’s tax base and the
condition of the County’s capital assets will also need to be evaluated.

In the statement of net position and the statement of activities, the County is presented as one activity:

¢ Governmental Activities—All of the County’s programs and services are reported here,
including General Government, Public Safety, Human Services/Medicaid Expenses, Assisted
Living Facility, Conservation and Economic Development as well as the County Nursing
Home. These services are funded primarily by taxes and intergovernmental revenues,
including federal and state grants and other shared revenues. The Nursing Home does
generate a substantial amount of revenue in charges for services but does require funding by
taxes as well.

FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts that is used to maintain controls over resources that have
been segregated for specific activities or objects. The County, like other state and local governments,
uses fund accounting to ensure and demonstrate compliance with finance related legal requirements.
The funds of Cheshire County can be divided into three categories: governmental funds, proprietary
funds, and fiduciary funds. Fund financial statements provide detailed information about the
County’s major funds. Based on the restriction on the use of moneys, the County has established
many funds that account for the multitude of services provided to our residents. In 2018, the County
has determined the General Fund and Maplewood Capital Projects Fund to be major governmental
funds.

GOVERNMENTAL FUNDS-—Governmental funds are used to account for essentially the same functions
reported as governmental activities on the government wide financial statements. Most of the
County’s basic services are reported in these funds that focus on how money flows into and out of the
funds and the year-end balances available for spending. These funds are reported on the modified
accrual basis of accounting that measures cash and all other financial assets that can be readily
converted to cash. The governmental fund statements provide a detailed short-term view of the
County’s general government operations and the basic services being provided, along with the
financial resources available.

Because the focus of the governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities on the government wide financial statements. By
doing so, readers may better understand the long-term effect of the government’s short term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of
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CHESHIRE COUNTY, NEW HAMPSHIRE
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revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The County maintains a multitude of individual governmental funds. Information is presented
separately on the governmental fund balance sheet and on the governmental fund statement of
revenues, expenditures, and changes in fund balances for the major funds, identified earlier as the
General Fund and the Maplewood Capital Projects Fund. Data from the other governmental funds,
which includes Hemenway Fund, Deeds Surcharge, Sheriff’s Forfeiture Fund and Civil Processing,
Jail Canteen, Court House Restoration Fund, CDBG Fund, ARRA Fund and Grant Funds are
combined into a single, aggregated presentation.

PROPRIETARY FUNDS—The County has one proprietary fund. The County uses an internal service fund
for its self-funded Health and Dental Insurance account.

FIDUCIARY FUNDS—Fiduciary funds are used to account for resources held for the benefit of parties
outside the County. Fiduciary funds are not reflected on the government-wide financial statements
because the resources from those funds are not available to support the County’s programs. The
accounting method used for fiduciary funds is much like that used for the proprietary funds. The
County’s agency funds account for the Sheriff’s Escrow, Registry of Deeds, Nursing Home Resident
Funds and the Jail Inmate funds.

NOTES TO THE FINANCIAL STATEMENTS—The notes provide additional information that is essential to
gaining a full understanding of the data provided on the government-wide and fund financial
statements.

OTHER INFORMATION—In addition to the basic financial statements and accompanying notes, this
report presents the General Fund’s actual revenues and expenditures as compared to the legally
adopted budget.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The table below provides a summary of the County’s net position for the year ended December 31,
2018 compared with 2017,

County assets and deferred outflows of resources exceeded liabilities and deferred inflows of
resources by $9,242,554 as of December 31, 2018. This is an increase in net position, of $4,405,052
from 2017.

Cheshire County, New Hampshire Net Position
As of December 31, 2018 and December 31, 2017
Governmental Activities

2018 2017
Current and Other Assets $ 46,382,049 $ 47,920,983
Direct Financing Lease A/R 278,850 427,570
Note Receivable 750,000 750,000
Capital Assets, Net 41.317.320 38.471.425
Total Assets $ 88728219 $ 87.569.978

Deferred Outflows of Resources
Loss on debt refunding 806,525 983,134
Def outflow OBEB Liab 261,768 203,298

- iii -



CHESHIRE COUNTY, NEW HAMPSHIRE
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Cheshire County, New Hampshire Net Position
As of December 31, 2018 and December 31, 2017
Governmental Activities

2018 2017
Def Outflows Net Pension Liab 2,743,676 3,754,413
Total Deferred Outflows $ 3.811.969 $ 4,940,845
Current Liabilities 8,531,078 7,853,044
Non current Liabilities 71.807.193 78.810.746
Total Liabilities $§ 80,338,271 $§ 86.663.790
Deferred Inflows of Resources
Unearned Revenue $ 37,570 $ 62,400
Def Inflow OBEB Liab 268,161 231,729
Def Inflow Net Pension Liab 2.653.632 715.402
Total Deferred Inflows $ 2959363 $  1.009.531
Net Position
Net Investment in Capital Assets 20,763,229 17,448,216
Restricted 331,639 281,625
Unrestricted (deficit) (11.852.314) (12,892.339)
Total Net Position $ 9242554 $ 4.837,502

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

The largest portion of the County’s net position is related to capital assets (e.g., land and
improvements, buildings and building improvements, machinery and equipment, vehicles, and
infrastructure). The figure presented ($20,763,229) is net of any related debt incurred to acquire
those assets. The County uses these capital assets to provide services to citizens; consequently, these
assets are not available for future spending.

An additional portion of the County’s net position ($331,639) represents resources that are subject to
restrictions on how they can be used. For Cheshire County, those restrictions include those related to
limitations imposed by statutes governed by the State of New Hampshire, grants and restricted
donations.

The remaining portion (-$11,852,314) resulted in an increase of $1,040,025 over 2017 of
(-$12,892,339).

The next statement provided shows the changes in the net position for 2017 and 2018.

Cheshire County, Changes in Net Position
Governmental Activities

2018 2017
Revenues:
Program Revenues
Charges for Services $ 13,535,433 $ 13,238,848
Operating Grants and Contributions 7,420,755 6,604,216
Capital Grants and

Contributions 117,212 0
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Total Program Revenues 21,073,400 19,843,064
General Revenues
Property Taxes 28,119,999 24,281,016
Interest and Investment 684,414 103,456
Other 315.463 289.803
Total General Revenue 29.119.876 24.674.275
Total Revenues 50,193,276 44,517.339
Expenses:
General Government 5,886,426 5,672,417
Public Safety 9,743,670 10,302,042
Human Services 10,713,730 10,492,761
Conservation 58,284 69,379
Economic Development 419,231 724,585
Interest and fiscal charges 1,747,821 989,373
Cheshire County Nursing Home 17.219.062 17,982,269
Total Expenses 45.788.224 46.232.826
Increase (Decrease) in Net Position $4.,405,052 $(1,715,487)
Net position — beginning $4.837.502 $8441.731
Restatement due to GASB #75 (1.888.742)
Net position — ending $9.242 554 $4,837,502

Governmental Activities

Charges to users of governmental services made up $13,535,433 or 26.97% of total government
revenues and include such services as provided by the Nursing Home, Sheriff’s Department,
Department of Corrections, Court House Leases, Registry of Deeds, and Assisted Living Apartments.
Additionally, the County receives revenue from operating grants and other contributions. In 2018,
this totaled $7,537,967 or 15.02% of total government revenue. Operating grants are used to fund
expenses associated with programs such as the Domestic Violence Prosecutor, the Victim Witness
Program and the Regional Prosecutor Program, Drug Court. Other contributions included in the
amount are grants for Public Health initiatives and Enforcing Underage Drinking programs as well as
Pro Share Funds and MQIP receipts to support Maplewood Nursing Home. In addition the County
received an LCHIP grant to offset costs with restoring the Windows in the Old Court House.

Property tax revenues are the County’s largest revenue, accounting for $28,119,999 or 56.02% of
total government revenues. As noted previously, the County is able to recover some of its expenses
through user charges, however, a great deal of County operations do not have revenue sources
sufficient or available to meet their expenses and as a result are funded by Property Taxes.

One of the largest expenses funded through the assessment of taxes is associated with the obligation
towards the Human Service Medicaid Expenses. This area is responsible for paying the County’s
share of funding for those Cheshire County residents needing Medicaid assistance. As of July 1,
2008, the County took on 100% of the non-federal share for residents in Long Term Care Facilities
and for County residents receiving their care at home (Choices for Independence). As a result, the
State of New Hampshire took over 100% of the non-federal share of the other programs which
included Board and Care of Children, Old Age Assistance, Aide to the Permanently and Totally
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Disabled and Provider Services. As the cost of these programs outweigh the cost of the LTC and
Home Care programs, there was a “Hold Harmless” provision included in the statute that protected
the Counties from being exposed to additional expenditures above normal inflationary rates for State
Fiscal Years 2009 and 2010. After SFY 2010, the legislature establishes caps to determine the
maximum liability exposure for these expenses on a biennial basis. The amount of 2018 County
Taxes attributable to the State pass through for these Medicaid State Programs was $7,542,251 or
26.82% of County Taxes.

Although the Nursing Home is able to recover most its expenses through user charges, the Nursing
does require a substantial subsidy from property taxes.

As a government owned nursing home, the census of Medicaid residents is much higher than private
nursing home levels. As of December 31, 2018, approximately 81% of the nursing home census
consisted of residents needing Medicaid assistance in order to pay for their care. Based on the 2018
Medicaid cost report for Maplewood, the per diem rate was calculated to be $399.73, however, the
actual paid per diem as of December 31, 2018 was $173.54 or $226.19 per day short of 2018 costs.
The supplemental payment provided an additional reimbursement averaging $56.22 with the
Proportionate Share Funds providing additional reimbursement of $82.90 per day. These additional
payments still leave the allowable per diem rate short by approximately $87.07 per day.

As of January 1, 2019, the Medicaid rate for Maplewood Nursing Home County increased by $3.01
per day to a daily rate of $176.55.

The analysis for governmental activities indicates the total cost as well as the net cost of services.
The net cost of services identifies the cost of those supported by tax assessments and unrestricted
revenues that are not directly related to specific charges for services or grants and contributions that
would offset those services.

Cheshire County, Governmental Activities
For Year Ending December 31, 2018 and December 31, 2017

Total Cost of Services Net Cost of Services

2018 2017 2018 2017
General Government $ 5,886,426 $ 5,672,417 4,709,222 4,757,368
Public Safety 9,743,670 10,302,042 6,868,702 8,093,897
Human Services 10,713,730 10,492,761 8,524,183 7,948,688
Conservation 58,284 69,379 58,284 69,379
Economic Development 419,231 724,585 0 0
Nursing Home 17,219,062 17,982,269 2,806,612 4,531,057
Interest Expense 1,747,821 989.373 1.747.821 989.373
Total Expenses $ 45788224 § 46,232,826 $24,714,824 $26,389,762

Financial Analysis of County Funds
Cheshire County uses fund accounting to ensure and demonstrate compliance with finance related
legal requirements.
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Governmental Funds

During the year ended December 31, 2011, the County implemented GASB Statement 54, Fund
Balance Reporting and Governmental Fund Type Definitions. Under Statement 54, the County has
segregated fund balance into five classifications: Nonspendable, Restricted, Committed, Assigned and
Unassigned. One major example of the effects caused by the implementation of GASB 54 is that the
various Capital Reserve Fund balances are now reported as part of the General Fund.

As of December 31, 2018, the County’s governmental funds reported a combined ending fund
balance of $40,685,286, a decrease of $2,487,196 in comparison with the prior year. The majority of
the decrease is due to the payments towards the renovation/expansion of Maplewood Nursing Home
bond funds. Approximately 20.33% of this total, $8,272,030, represents unassigned fund balance, an
increase of $2,163,296 over 2017 or 16.29% of the County’s annual budget. As indicated earlier, the
County has applied $1,725,823 of fund balance towards the 2019 budget to reduce taxes to be raised
which would adjust this for comparison purposes to $6,546,207 or 12.89% of the annual budget.

The amount of the County’s unassigned fund balance is in line with our objective of retaining a
recommended level of between 11% and 15% of the County’s annual budget.

A complete description of the above mentioned classifications and a more detailed breakdown may be
found on page 33 of the Notes to the Basic Financial Statements.

Budgetary Highlights

By State statute, the County Convention must adopt its annual budget within 90 days after the
beginning of the County’s fiscal year. Therefore, any new purchases or proposed changes to the
budget are not executed until the budget is adopted. On March 19, 2018, the County Convention
adopted the 2018 budget. As adopted, the bottom line was up 9.87%, $4,536,875 for a total budget of
$50,494,359 with taxes to be raised up by 15.81%, $3,838,983 over 2017 for total taxes to be raised
of $28,119,999. The major increase for 2018 was the first bond payment for the Maplewood Nursing
Home Project in the amount of $2,849,209.

On August 6, 2018 a budget amendment was brought before the County Delegation amending the
budget for the receipt of non-budgeted ProShare funds of $1,790,383 and to increase Federal Inmate
Revenues. This amended the bottom line budget by authorizing to spend $227,467 on additional
capital projects and other operating adjustments, $100,000 to set aside in Jail Capital Reserves,
$50,000 to set aside for a Handy Man program, $578,756 to send back to the State of NH for funding
of the IDN’s — 1115 Waiver (Integrated Delivery Networks), $494,323 to set aside in fund balance to
offset taxes to be raised in 2019 and a reduction to Nursing Home Revenues in the amount of
$586,735.

As a result of the supplemental budget, the total budget increased to $51,450,582. This amendment
did not have an impact on the original amount of taxes to be raised.

At the end of 2018 intergovernmental revenues came in under projections by $1,043,375. The
intergovernmental revenues were grants that were not received in 2018. As a result corresponding
expenses in areas such as Human Services and Capital Outlay came under as well.

As for Nursing Home revenues, an original census of 133 was budgeted for 2018 with an average
census achieved of 124. The lower census levels were mainly due to staffing levels. As a result the

budget was amended in August, 2018 to reduce projected revenues due to the lower census.
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Although revenues were under, the expenses for the nursing home came in under by $930,000 of
budgeted appropriations. The nursing home administration, with the support of the nursing home
departments worked hard with expenses coming under with nearly every department being well
within or well under budget.

Capital Assets and Debt Administration

Capital Assets—The County’s investment in capital assets for governmental activities as of
December 31, 2018, was $41,317,320 (net of accumulated depreciation). This investment in capital
assets includes land and improvements, water and waste water systems, buildings and improvements,
improvements other than buildings, machinery and equipment, vehicles, and construction in progress.

Major Capital projects and or equipment that were finalized in 2018 include the construction that is in
progress for Maplewood Nursing Home. As of December 31% the CIP that was added totaled
$4,390,047. However as the construction progressed and demolition ensued, there was also a
considerable amount of reductions to the Capital Building and Improvements of $3,089,792. At
County Hall a significant capital project took place in which nearly 80 historic windows were restored
and replaced. The overall cost of this project was $234,000 of which was offset partially by an LCHIP
Grant with the remaining funds raised through private donations.

Note 5 — Detailed Notes of Capital Assets provides additional information about capital asset activity
during 2018.

Long-Term Debt—At December 31, 2018, the County had total general obligation bonded debt and
notes payable outstanding of $46,000,000. Of this amount, $390,000 is for the Jaffrey District Court
House and is reimbursed by the State of New Hampshire by way of a lease agreement. The annual
payment schedule for the lease corresponds with the bond schedule principal and interest payments.
Other outstanding debt includes bonds for the study of the new County Jail, which had a balance
remaining of $75,000 at year-end. Bonds for the construction of the County Correctional Facility
were refinanced in 2016 and as a result had a balance outstanding of $15,650,000 and the Geothermal
Heating and Cooling System Bond for the County Correctional Facility had an outstanding balance at
year-end of $400,000. In 2017 the County bonded for the Expansion and Renovation of Maplewood
Nursing Home. The first debt payment was made in 2018 with an ending balance of $29,485,000.

The County’s long term bonded debt decreased by debt payments of $3,585,000 during 2018.
The current outstanding debt for Cheshire County is as follows:

Cheshire County, Outstanding Debt

December 31,2018
Governmental Years
Activities Remaining

Jail Expansion Study $ 75,000 3
Jaffrey District Court House 390,000 3
Jail Construction 15,650,000 9
Jail Geothermal System 400,000 6
Maplewood Nursing Home 29.485,000 19

Total Outstanding $ 46,000,000
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Debt Ratios FY2018
$46,000,000 $45,610,000
Overall Debt Net Debt
Per Capita (77,117 — 2010) $596.50 $591.44
Ratio to Net Assessed Val($6,929,297,193) 0.66% 0.66%
Ratio to Modified Assessed
Valuation (86,960,205,430) 0.66% 0.66%

In 2015, the County refinanced the 2007 Jail Bonds that have a call date of October, 2017. The
County was able to refinance at a rate of 2.122385%. Due to the refinancing, the County will
recognize savings over the remaining life of the loan in the amount of $1,469,000. Moody’s affirmed
a rating of Aa2 on the County’s outstanding debt.

On October 3, 2017, Moody’s assigned a Aa2 rating for the Nursing Home new bond issue.

Economic Factors .
¢ The Cheshire County unemployment rate for December 2018 was 2.1%, which compares
to the State’s rate of 2.4 % (seasonally adjusted), the New England rate of 3.3% and the
national rate of 3.7 %.

e Most recent equalized assessed valuations of property used for appropriating Cheshire
County’s 2018 taxes were $7,297,078,930. This is an increase over the prior year
assessed valuations of 5.89% or $405,964,922

e There were no outstanding tax payments due from any Cheshire County Town as of
December 31, 2018. Below is a list of the 2018 Tax Apportionments to the Towns and

the City of Keene.
2018 Apportionment

Alstead $ 610,446

Chesterfield 2,012,216
Dublin 933,138
Fitzwilliam 1,099,850
Gilsum 252,228
Harrisville 753,292
Hinsdale 1,397,787
Jaffrey 1,871,015
Keene 7,141,942
Marlborough 680,953
Marlow 247,608
Nelson 464,040
Richmond 367,590
Rindge 2,391,410
Roxbury 102,393

Stoddard 1,033,271
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Sullivan 198,863
Surry 321,047
Swanzey 2,304,938
Troy 509,476
Walpole 1,721,171
Westmoreland 664,789
Winchester 1,040,536
Total $28,119,999

Requests for Information

This financial report is designed to provide a general overview of the county’s finances for all those
with an interest in the governments’ finances. Questions concerning any of the information provided
in this report or requests for additional information should be addressed to Sheryl A. Trombly,
Finance Director, 12 Court Street, Keene, NH 03431,



EXHIBIT A

COUNTY OF CHESHIRE, NEW HAMPSHIRE
Statement of Net Position

December 31, 2018

ASSETS
Current Assets:
Cash and cash equivalents
Investments
Accounts receivable, net
Due from other governments
Prepaid expenses
Current portion of direct financing lease receivable
Total Current Assets

Noncurrent Assets:
Direct financing lease receivable
Note receivable
Capital assets:
Non-depreciable capital assets
Depreciable capital assets, net
Total Noncurrent Assets
Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Loss on debt refunding
Deferred outflows of resources related to OPEB liability
Deferred outflows of resources related to net pension liability
Total Deferred Outflows of Resources

LIABILITIES

Current Liabilities:

Accounts payable

Accrued expenses

Retainage payable

Due to other governments

Advances from grantors

Unearned revenue

Current portion of bonds payable

Total Current Liabilities

Noncurrent Liabilities:
Bonds payable
OPEB liability
Net pension liability
Total Noncurrent Liabilities
Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Unearned direct financing lease revenue
Deferred inflows of resources related to OPEB liability
Deferred inflows of resources related to net pension liability
Total Deferred Inflows of Resources

NET POSITION
Net investment in capital assets
Restricted
Unrestricted (deficit)
Total Net Position

See accompanying notes 1o the basic financial statements
1

Governmental
Activities

$ 31,587,377
12,442,227
1,176,454
894,767
132,504
148,720
46,382,049

278,850
750,000

6,765,614
34,551,706
42,346,170

—_88,728219

806,525
261,768
2,743,676
3,811,969

1,673,841
1,711,451
266,684
1,157,817
37,444
123,841
3,560,000
8,531,078

47,376,829
3,047,552
21,382,812
71,807,193
80,338,271

37,570
268,161
2,653,632
2,959,363

20,763,229
331,639

(11,852,314)
$ 9,242,554



EXHIBIT B

COUNTY OF CHESHIRE, NEW HAMPSHIRE

Statement of Activities

For the Year Ended December 31, 2018

Functions/Programs

Governmental Activities:
General government
Public safety
Human services
Conservation
Economic development
Nursing home
Interest and fiscal charges
Total governmental activities

Net (Expense) Revenue
and Changes
Program Revenues in Net Position
Operating Capital
Charges for Grants and Grants and Governmental
Expenses Services Contributions Contributions Activities
$ 5886426 § 717,223 $ 342,769  § 117,212 $  (4,709,222)
9,743,670 2,518,839 356,129 (6,868,702)
10,713,730 597,875 1,591,672 (8,524,183)
58,284 (58,284)
419,231 419,231 -
17,219,062 9,701,496 4,710,954 (2,806,612)
1,747,821 (1,747,821)
$ 45788224 § 13,535,433 $ 7,420,755 $ 117,212 (24,714,824)
General revenues:

Property taxes 28,119,999

Interest and investment earnings 684,414

Miscellaneous 315463

Total general revenues 29,119,876

Change in net position 4,405,052

Net position at beginning of year, as restated 4,837,502

Net position at end of year $ 9,242,554

See accompanying notes to the basic financial statements
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EXHIBIT C

COUNTY OF CHESHIRE, NEW HAMPSHIRE

Balance Sheet

Governmental Funds

December 31, 2018

ASSETS

Cash and cash equivalents

Investments

Accounts receivable, net
Due from other governments

Due from other funds
Prepaid expenses
Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Total Deferred Outflows of Resources
Total Assets and Deferred Outflows of Resources

Accounts payable
Accrued expenses
Retainage payable

LIABILITIES

Due to other governments
Advances from grantors

Unearned revenue
Due to other funds
Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Total Deferred Inflows of Resources

Nonspendable
Restricted
Committed
Assigned
Unassigned

FUND BALANCES

Total Fund Balances

Total Liabilities, Deferred Inflows of

Resources, and Fund Balances

Maplewood Nonmajor Total
General Capital Projects Governmental  Governmental

Fund Fund Funds Funds
$ 10,762,532 § 19,352,434 § 229,174 § 30,344,140
62,270 12,215,780 164,177 12,442,227
1,170,080 5,350 1,175,430
894,767 894,767
14,437 23,198 37,635
132,504 132,504
13,036,590 31,568,214 421,899 45,026,703
$ 13,036,590 § 31,568,214 $ 421,899 § 45,026,703
$ 798,118  § 652,108 $ 1,450,226
1,265,979 1,265,979
266,684 266,684
1,157,817 1,157,817
$ 37444 37,444
123,841 123,841
26,013 13,413 39,426
3,371,768 918,792 50,857 4,341,417
132,504 132,504
88,874 30,649,422 242,765 30,981,061
660,757 660,757
510,657 128,277 638,934
8,272,030 8,272,030
9,664,822 30,649,422 371,042 40,685,286
$ 13,036,590 $ 31,568,214 $§ 421,899 $§ 45,026,703

3

See accompanying notes to the basic financial statements




EXHIBIT C-1

COUNTY OF CHESHIRE, NEW HAMPSHIRE
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position

December 31, 2018

Total Fund Balances - Governmental Funds (Exhibit C)

Amounts reported for governmental activities in the statement of
net position are different because:

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds.

Other long-term assets are not available to pay for current period
expenditures and therefore are not reported in the funds. Long-
term assets at year end consist of:

Direct financing lease receivable
Notes receivable

Losses on debt refundings are recognized on an accrual basis in the
statement of net position, not the modified accrual basis.

Internal Service Funds are used by the County to charge the costs of
health and dental insurance. This amount represents the amount due
from the Proprietary Fund at year end.

Deferred outflows of resources and deferred inflows of resources
that do not require or provide the use of current financial resources
are not reported within the funds:

Deferred outflows of resources related to OPEB liability
Deferred outflows of resources related to net pension liability
Deferred inflows of resources related to OPEB liability
Deferred inflows of resources related to net pension liability
Unearned revenue related to long-term receivable

Long-term liabilities are not due and payable in the current
period and, therefore, are not reported in the funds. Long-
term liabilities at year end consist of:

Bonds payable

Accrued interest on long-term obligations
OPEB liability

Net pension liability

Net Position of Governmental Activities (Exhibit A)

See accompanying notes to the basic financial statements
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$ 40,685,286

41,317,320

427,570
750,000

806,525

1,022,437

261,768

2,743,676
(268,161)
(2,653,632)
(37,570)

(50,936,829)
(445,472)
(3,047,552)
(21,382,812)

$ 9,242,554



EXHIBIT D

COUNTY OF CHESHIRE, NEW HAMPSHIRE

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

For the Year Ended December 31, 2018

Maplewood Nonmajor Total
General Capital Projects ~ Governmental Governmental
Fund Fund Funds Funds
Revenues:
Taxes $ 28,119,999 $ 28,119,999
Intergovernmental 7,091,583 $ 446,384 7,537,967
Charges for services 13,372,130 73,535 13,445,665
Interest and investment income 132,487 $ 531,810 7,520 671,817
Miscellaneous 461,762 89,768 551,530
Total Revenues 49,177,961 531,810 617,207 50,326,978
Expenditures:
Current operations:
General government 5,576,768 7,239 5,584,007
Public safety 8,062,869 27,917 8,090,786
Human services 10,602,123 12,619 10,614,742
Conservation 59,338 59,338
Economic development 419,231 419,231
Nursing home 16,875,662 16,875,662
Capital outlay 917,373 4,390,047 5,307,420
Debt service:
Principal retirement 3,585,000 3,585,000
Interest and fiscal charges 2,277,988 2,277,988
Total Expenditures 47,957,121 4,390,047 467,006 52,814,174
Excess revenues over (under) expenditures 1,220,840 (3,858,237) 150,201 (2,487,196)
Other financing sources (uses):
Transfers in 134,305 800,000 934,305
Transfers out (800,000) (134,305) (934,305)
Total other financing sources (uses) (665,695) 800,000 (134,305) -
Net change in fund balances 555,145 (3,058,237) 15,896 (2,487,196)
Fund balances at beginning of year 9,109,677 33,707,659 355,146 43,172,482
Fund balances at end of year $ 9,664,822 $ 30,649,422 $ 371,042 $ 40,685,286

See accompanying notes to the basic financial statements
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EXHIBIT D-1

COUNTY OF CHESHIRE, NEW HAMPSHIRE
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds

to the Statement of Activities

For the Year Ended December 31, 2018

Net Change in Fund Balances - Governmental Funds (Exhibit D)
Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, 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 capital outlays exceeded depreciation expense in the
current period.

Governmental funds only report the disposal of assets to the extent proceeds are received
from the sale. In the statement of activities, a gain or loss is reported for each disposal. This
is the amount of the loss on the disposal of capital assets reduced by the actual proceeds
received from the disposal.

Governmental funds report the effect of bond issuance premiums and losses on debt refundings
when the debt is first issued, whereas these amounts are amortized in the statement of
activities over the life of the related debt. Amortization recognized in the current year is
as follows:

Amortization of bond issuance premium
Amortization of loss on debt refunding

Repayment of principal on bonds payable is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the statement of net position.

Revenue received from the State of New Hampshire and reported in the governmental funds
is reported as a reduction of the direct financing lease receivable in the statement of net
position,

The Internal Service Fund is used by the County to charge the costs of health and dental
insurance to individual funds. The net cost of the Internal Service Fund is reported in
Governmental Activities.

In the statement of activities, interest is accrued on outstanding bonds payable, whereas in
governmental funds, an interest expenditure is reported when due.

Governmental funds report OPEB and pension contributions as expenditures. However, in
the statement of activities, OPEB and pension expense reflects the change in the OPEB
liability and net pension liability and related deferred outflows and inflows of resources, and
does not require the use of current financial resources. This is the amount by which OPEB
and pension expense differed from OPEB and pension contributions in the current period:

Net changes in OPEB
Net changes in pension

Change in Net Position of Governmental Activities (Exhibit B)

See accompanying notes to the basic financial statements
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$  (2,487,196)

2,927,070

(81,175)

729,039
(176,609)

3,585,000

(130,000)

273,601

(22,263)

(357,569)
145,154

$ 4,405,052



EXHIBIT E

COUNTY OF CHESHIRE, NEW HAMPSHIRE
Statement of Net Position

Proprietary Funds

December 31, 2018

ASSETS
Current Assets:
Cash and cash equivalents
Due from other funds
Total Current Assets

DEFERRED OUTFLOWS OF RESOURCES
Total Deferred Outflows of Resources

LIABILITIES
Current Liabilities:
Accounts payable
Total Current Liabilities

DEFERRED INFLOWS OF RESOURCES
Total Deferred Inflows of Resources

NET POSITION
Unrestricted
Total Net Position

Internal Service
Fund

$ 1,243,237
2,815
1,246,052

223,615
223,615

1,022,437
s 102,37

See accompanying notes to the basic financial statements
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EXHIBIT F

COUNTY OF CHESHIRE, NEW HAMPSHIRE
Statement of Revenues, Expenses and Changes in Net Position

Proprietary Funds
For the Year Ended December 31, 2018

Operating revenues:
Charges for services
Miscellaneous

Total operating revenues

Operating expenses:
Administrative
Total operating expenses
Operating income
Non-operating revenues:
Interest revenue
Net non-operating revenues
Change in net position

Total net position at beginning of year

Total net position at end of year

See accompanying notes to the basic financial statements
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Internal Service
Fund

$ 5,312,225

11,465
5,323,690

5,062,686
5,062,686
261,004
12,597
12,597
273,601
748,836

$ 1,022,437



EXHIBIT G

COUNTY OF CHESHIRE, NEW HAMPSHIRE

Statement of Cash Flows
Proprietary Funds
For the Year Ended December 31, 2018

Cash flows from operating activities:
Cash received for services provided
Cash paid to suppliers
Net cash provided by operating activities

Cash flows from investing activities:
Investment income
Net cash provided by investing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Reconciliation of operating income to net cash
provided by operating activities:
Operating income
Changes in assets and liabilities:
Accounts payable
Net cash provided by operating activities

Cash and cash equivalents at end of year consist of the following:

Cash and cash equivalents
Due from other funds

See accompanying notes to the basic financial statements
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Internal Service

Fund
$ 5,632,062
(5,376,105)
255,957
12,597
12,597
268,554
977498
$ 1,246,052
$ 261,004
(5,047)
$ 255,957
$ 1,243,237
2,815
$ 1,246,052



EXHIBIT H

COUNTY OF CHESHIRE, NEW HAMPSHIRE
Statement of Fiduciary Net Position

Fiduciary Funds

December 31, 2018

Agency
Funds
ASSETS
Cash and cash equivalents $ 1,086,969
Accounts receivable 261
Total Assets $ 1,087,230
LIABILITIES

Accounts payable $ 103,710
Due to others 85,080
Due to other governments 897,416
Due to other funds 1,024
Total Liabilities $ 1,087,230

See accompanying notes to the basic financial statements
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COUNTY OF CHESHIRE, NEW HAMPSHIRE
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended December 31, 2018

NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the County of Cheshire, New Hampshire conform to accounting policies
generally accepted in the United States of America for local governmental units, except as indicated
hereinafter. The following is a summary of significant accounting policies.

Financial Reporting Entity

The County of Cheshire, New Hampshire (the County) was established in 1769 under the laws of the
State of New Hampshire. The County boundaries include twenty-three New Hampshire municipalities
located in southwestern New Hampshire. The County operates under the Commissioner/Delegation form
of government and provides services as authorized by state statutes.

The financial statements include those of the various departments governed by the Commissioners and
other officials with financial responsibility. The County has no other separate organizational units, which
meet criteria for inclusion in the financial statements as defined by the Governmental Accounting
Standards Board (GASB).

Basis of Presentation

The County’s basic financial statements consist of government-wide statements, including a statement of
net position and a statement of activities, and fund financial statements which provide a more detailed
level of financial information.

1. Government-Wide Financial Statements

The statement of net position and the statement of activities display information about the County as a
whole. These statements include the financial activities of the primary government, except for fiduciary
funds. The activity of the internal service fund is eliminated to avoid duplicating revenues and expenses.

The statement of net position presents the financial condition of the governmental activities of the County
at year end. The statement of activities presents a comparison between direct expenses and program
revenues for each program or function of the County’s governmental activities. Direct expenses are those
that are specifically associated with a service, program or department and therefore clearly identifiable to
a particular function. Program revenues include charges paid by the recipient of the goods or services
offered by the program, grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program and interest earned on grants that is required to be used to support a
particular program. Revenues which are not classified as program revenues, are presented as general
revenues of the County. The comparison of direct expenses with program revenues identifies the extent to
which each governmental function is self-financing or draws from the general revenues of the County.

2. Fund Financial Statements
During the year, the County segregates transactions related to certain County functions or activities in

separate funds in order to aid financial management and to demonstrate legal compliance. Fund financial
statements are designed to present financial information of the County at this more detailed level. The

11



COUNTY OF CHESHIRE, NEW HAMPSHIRE
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
For the Year Ended December 31,2018

focus of governmental and proprietary fund financial statements is on major funds. Each major fund is
presented in a separate column. Nonmajor funds are aggregated and presented in a single column. The
fiduciary funds are reported by type.

Fund Accounting

The County uses funds to maintain its financial records during the year. A fund is defined as a fiscal and
accounting entity with a self-balancing set of accounts. The County employs the use of three categories
of funds: governmental, proprietary and fiduciary.

1. Governmental Funds

Governmental funds are those through which most governmental functions typically are financed.
Governmental fund reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for which
they may or must be used. Current liabilities are assigned to the fund from which they will be paid. The
difference between governmental fund assets and deferred outflows of resources, and liabilities and
deferred inflows of resources is reported as fund balance. The following are the County’s major
governmental funds:

The General Fund is the main operating fund of the County and is used to account for all financial
resources except those required to be accounted for in another fund.

The Maplewood Capital Projects Fund is used to account for the reconstruction of the Maplewood
Nursing Home facilities.

2. Proprietary Funds

Proprietary fund reporting focuses on the determination of operating income, changes in net position,
financial position and cash flows. Proprietary funds are classified as enterprise or internal service. The
County has no enterprise funds. The following is the County’s proprietary fund:

The County is self-insured for its health and dental insurance. The activity associated with this self-
insurance program is accounted for in the /nternal Service Fund.

3. Fiduciary Funds

Fiduciary fund reporting focuses on net position and changes in net position. The County maintains one
type of fiduciary fund: agency funds. The County’s agency funds are custodial in nature (assets equal
liabilities) and do not involve the measurement of results of operations. The County’s agency funds
account for Sheriff’s escrow and court-forfeited funds, Registry of Deeds funds, Nursing Home resident
funds, and the inmate funds.

12



COUNTY OF CHESHIRE, NEW HAMPSHIRE
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
For the Year Ended December 31, 2018

Measurement Focus
1. Government-Wide Financial Statements

The government-wide financial statements are prepared using the economic resources measurement
focus. All assets, deferred outflows of resources, liabilities, and deferred inflows of resources associated
with the operation of the County are included on the Statement of Net Position.

2. Fund Financial Statements

All governmental funds are accounted for using a flow of current financial resources measurement focus.
With this measurement focus, only current assets, deferred outflows of resources, current liabilities and
deferred inflows of resources generally are included on the balance sheet. The statement of revenues,
expenditures and changes in fund balances reports on the sources (i.e., revenues and other financing
sources) and uses (i.e., expenditures and other financing uses) of current financial resources. This
approach differs from the manner in which the governmental activities of the government-wide financial
statements are prepared. Governmental fund financial statements therefore include reconciliations with
brief explanations to better identify the relationship between the government-wide statements and the
statements for governmental funds.

Like the government-wide statements, the proprietary fund type is accounted for on a flow of economic
resources measurement focus. All assets, deferred outflows of resources, liabilities, and deferred inflows
of resources associated with the operation of this fund is included on the statement of net position. The
statement of revenues, expenses and changes in net position presents increases (i.e., revenues) and
decreases (i.e., expenses) in net position. The statement of cash flows provides information about how the
County finances and meets the cash flow needs of its proprietary activities.

Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on
the financial statements. Government-wide financial statements are prepared using the accrual basis of
accounting. Proprietary and fiduciary funds also use the accrual basis of accounting. Governmental
funds use the modified accrual basis of accounting. Differences in the accrual and the modified accrual
basis of accounting arise in the recognition of revenue and in the presentation of expenses versus
expenditures.

1. Revenues — Exchange and Non-exchange Transactions

Revenue resulting from exchange transactions, in which each party gives and receives essentially equal
value, is recorded on the accrual basis when the exchange takes place. On a modified accrual basis,
revenue is recorded in the year in which the resources are measurable and become available. Available
means that the resources will be collected within the current year or are expected to be collected soon
enough thereafter to be used to pay liabilities of the current fiscal year. For the County, available means
expected to be received within sixty days of year end.

Non-exchange transactions, in which the County receives value without directly giving equal value in

return, include property taxes, grants, entitlements and donations. On an accrual basis, revenue from
property taxes is recognized in the year for which the taxes are levied (see Note 11). Revenue from
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