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STATE OF NEW MEXICO
JEMEZ SPRINGS DOMESTIC WATER ASSOCIATION

PROPRIETARY FUND
STATEMENT OF NET ASSETS

March 31, 2008

ASSETS
Current assets:

Cash and cash equivalents 91,542$                    
Investments 43,556                      
Accounts receivable - net of doubtful accounts 16,590                      
Prepaid insurance 5,464                         

     Total current assets 157,152                    

Noncurrent assets:
Customer deposits 1,400                         
Capital assets:

Land 35,370                      
Buildings 39,023                      
Equipment 1,417,315                 
Less: accumulated depreciation (462,068)                   

Intangibles:
Water rights 155,000                    

     Total noncurrent assets 1,186,040                 

     Total assets 1,343,192$               

LIABILITIES

Current liabilities:
Accounts payable 15,472$                    
Accrued liabilities 7,626                         

Compensated absences 1,080                         

Accrued interest payable 1,238                         

Customer deposits payable 1,400                         

Loans payable 20,981                      

Total current liabilities 47,797                      

Noncurrent liabilities:

Loans payable (less current portion) 155,525                    

Total liabilities 203,322                    

NET ASSETS

Invested in capital assets, net of related debt 1,008,134                 

Unrestricted 131,736                    

     Total net assets 1,139,870                 

     Total liabilities and net assets 1,343,192$               

The Notes to the Financial Statements are an Integral Part of This Statement
8



STATE OF NEW MEXICO
JEMEZ SPRINGS DOMESTIC WATER ASSOCIATION

PROPRIETARY FUND
STATEMENT OF REVENUES, EXPENSES, AND 

CHANGES IN NET ASSETS
Year ended March 31, 2008

Operating revenue:
Water sales 167,592$                  

    Other 8,184                        

Total operating revenue 175,776                    

Operating expenses:
Salaries and benefits 57,812                      
Employee benefits 31,744                      
Travel 2,302                        
Plant operations 13,202                      
Office expense 7,625                        
Repairs and maintenance 4,612                        p ,
Insurance 12,360                      
Legal and professional 7,037                        
Miscellaneous 3,413                        
Depreciation 31,516                      

Total operating expenses 171,623                    

Operating income (loss) 4,153                        

Non-Operating income (expenses):
Interest income 2,562                        
Grant income 331,820                    
Interest expense (5,774)                       

Total nonoperating revenues (expenses) 328,608                    

Change in net assets 332,761                    

Net assets beginning of year 807,109                    

Net assets end of year 1,139,870$               

The Notes to the Financial Statements are an Integral Part of This Statement
9



STATE OF NEW MEXICO
JEMEZ SPRINGS DOMESTIC WATER ASSOCIATION

PROPRIETARY FUND
STATEMENT OF CASH FLOWS

Year ended March 31, 2008

CASH FLOWS FROM OPERATING
ACTIVITIES
  Cash received from customers 177,506$                     
  Cash payments to employees (94,431)                       
  Cash payments for supplies and maintenance (56,318)                       

Net cash provided by operating activities 26,757                         

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES

Proceeds from capital grant 395,988                       
Purchases of capital assets (402,499)                     
Principal paid on capital debt (16,574)                       
Interest paid on capital debt (5,181)                         

Net cash used in capital and related
financing activities (28,266)                       

CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends received 2,562                           

Net increase (decrease) in cash and cash equivalents 1,053                           

Cash and cash equivalents at beginning of year 90,489                         

Cash and cash equivalents at end of year 91,542$                       

RECONCILIATION OF OPERATING INCOME
TO NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES
Operating income 4,153$                         
Adjustments to reconcile operating income to net

cash provided (used) by operating activities:
Depreciation expense 31,516                         
(Increase) decrease in:
    Increase in customer receivables 1,730                           
    Increase in prepaid expenses 3,579                           
Increase (decrease) in:

Accounts payable (9,346)                         
Accrued liabilities (4,367)                         
Compensated absences (508)                             

Total adjustments 22,604                         

Net cash provided by operating activities 26,757$                       

The Notes to the Financial Statements are an Integral Part of This Statement
10



STATE OF NEW MEXICO 
JEMEZ SPRINGS DOMESTIC WATER ASSOCIATION 

 
NOTES TO FINANCIAL STATEMENTS 

March 31, 2008 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A. Reporting Entity 

 
The Jemez Springs Domestic Water Association (Association) is a not-for-profit Mutual Domestic 
Association established for the purpose of constructing, maintaining, and operating a water system 
for members of the Association in rural Sandoval County. The Association was incorporated as a 
Cooperative Association under the provisions of the New Mexico Cooperative Corporation Act.  The 
Board of Directors changed its form of organization from a not-for-profit cooperative to a not-for-
profit Association under the Sanitary Projects Act, NMSA 3-29-1 through 3-29-20. 
 
Under the Sanitary Projects Act, the Association remains a not-for-profit organization owned and 
governed by its members. It is also eligible to receive certain loans and grants from the State of New 
Mexico. 
 
An Attorney General's (AG) opinion (90-30, dated December 27, 1990) concludes that entities created 
under the Sanitary Projects Act (SPA) are subject to the New Mexico Audit Act. Additionally, there 
is another AG opinion (06-02) that states Mutual Domestic Associations (MDAs) under the SPA are 
public bodies whose revenues are “public money” and must abide by the Open Meeting Act.  
 
The Association’s financial statements include all financial information over which the Board of 
Directors exercises oversight responsibility.  Oversight responsibility includes such aspects as 
appointment of governing body members, designation of management, the ability to significantly 
influence operations, and accountability for fiscal matters.  Based upon the application of these 
criteria, no component units were included in the financial statements. 
 
The summary of significant accounting policies of the Association is presented to assist in the 
understanding of the Association’s financial statements.  The financial statements and notes are the 
representation of Jemez Springs Domestic Water Association’s management who is responsible for 
their integrity and objectivity.  The financial statements of the Association conform to Generally 
Accepted Accounting Principles (GAAP) as applied to governmental units.  The Governmental 
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles.  The more significant of the 
government’s accounting policies are described below. 
 



STATE OF NEW MEXICO 
JEMEZ SPRINGS DOMESTIC WATER ASSOCIATION 

 
NOTES TO FINANCIAL STATEMENTS 

March 31, 2008 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

B. Measurement Focus, Basis of Accounting and Financial Statement Presentation 
 
The proprietary fund financial statements are reported using the economic resources measurement 
focus and accrual basis of accounting.  Revenues are recorded when earned and expenses are recorded 
when a liability is incurred, regardless of the timing of related cash flows.  Grants and similar items 
are recognized as revenue as soon as all eligibility requirements imposed by the provider have been 
met. 
 
Interest associated with the current fiscal period are all considered to be susceptible to accrual and so 
have been recognized as revenues of the current fiscal period. 
 
The government uses a proprietary fund to record all of its transactions. 
 
Private-sector standards of accounting and financial reporting issued on or before November 30, 
1989, generally are followed in the proprietary fund financial statements to the extent that those 
standards do not conflict with or contradict guidance of the Governmental Accounting Standards 
Board.  Governments also have the option of following subsequent private-sector guidance for their 
business-type activities and enterprise funds, subject to this same limitation.  The government has 
elected not to follow subsequent private-sector guidance. 
 
Proprietary funds distinguish operating revenues and expenses from non-operating items.  Operating 
revenues and expenses generally result from providing services and producing and delivering goods in 
connection with a proprietary fund’s principal ongoing operations.  The principal operating revenue 
of the Association enterprise fund is charges to customers for sales and services.  Operating expense 
for the enterprise fund include the cost of sales and services, administrative expenses, and 
depreciation on capital assets.  All revenues and expenses not meeting this definition are reported as 
non-operating revenues and expenses. 
 

C. Assets, liabilities, and net assets or equity 
 
1. Deposits and investments 

 
The Association’s cash and cash equivalents are considered to be cash on hand, demand deposits, 
and short-term investments with original maturities of three months or less from the date of 
acquisition. 
 
State statutes authorize the investment of the Association’s funds in a wide variety of 
instruments including certificates of deposit and other similar obligations, state investment pool, 
and money market accounts.  The Association is also allowed to invest in United States 
Government obligations.  All funds for the Association must follow the above investment 
policies. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

C. Assets, liabilities, and net assets or equity (continued) 
 

1. Deposits and investments (continued) 
 
Deposits of funds may be made in interest or non-interest bearing checking accounts in one or 
more banks or savings and loan associations within the geographical boundaries of the 
Association.  Deposits may be made to the extent that they are insured by an agency of the 
United States or by collateral deposited as security or by bond given by the financial institution. 

 
The rate of interest on non-demand interest-bearing accounts shall be set by the State Board of 
Finance, but in no case shall the rate of interest be less than one hundred percent of the asked 
price on United States Treasury bills of the same maturity on the day of deposit. 
 
Excess of funds may be temporarily invested in securities which are issued by the State or by the 
United States government, or by their departments or agencies, and which are either direct 
obligations of the State or the United States or are backed by the full faith and credit of those 
governments. 
 
Investments for the Association are reported at fair value. 
 

2. Accounts Receivable 
 
The accounts receivable reported in the Statement of Net Assets are not considered fully 
collectible; and are reported net of allowance for doubtful accounts, which has been recorded.  
Receivables are recognized when services are rendered and revenue has been earned. 
 

3. Capital assets 
 
The Association’s policy is to capitalize all disbursements for equipment in excess of $5,000.  
Property and equipment are recorded at cost.  Depreciation is provided for in amounts sufficient 
to relate the cost of depreciable assets to operations over their estimated service lives using the 
straight-line method.  Improvements are capitalized, while expenditures for maintenance and 
repairs are charged to expenses as incurred.  Upon disposal of depreciable property, the 
appropriate property accounts are reduced by the related costs and accumulated depreciation.  
The resulting gains and losses are reflected in the statements of activities.  The Association’s 
assets have the following estimated useful lives: 

 
Years

Buildings 40
Furniture and fixtures 5-15
Improvements 15-30
Machinery and equipment 5-20  
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JEMEZ SPRINGS DOMESTIC WATER ASSOCIATION 
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March 31, 2008 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

C. Assets, liabilities, and net assets or equity (continued) 
 
Water rights of $155,000 are not depreciated or amortized because water rights reflect renewable 
resources that do not deplete through use or deterioration.  The Association evaluates the water 
rights each reporting period to determine whether events or circumstances continue to support 
an indefinite useful life. 
 

4. Compensated absences 
 
It is the Association’s policy to permit employees to accumulate earned but unused vacation 
benefits.  Employees that work at least 20 hours a week are entitled to 5 days vacation after the 
first year of employment and 10 days vacation after the second year.  Vacation days may not 
accrue from one year to the next without the prior approval with a maximum of 20 days and is 
accrued when incurred.  The cost of earned but unpaid vacation leave is normally recognized in 
proprietary funds when the benefit vests to the employee and becomes a legal liability to the 
Association.  The Association allows employees to take their leave prior to the end of the 
calendar year following the year in which leave is earned. 
 

5. Use of Estimates 
 
The preparation of the financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported amounts 
of revenue and expenses during the reporting period.  Actual results could differ from those 
estimates. 

 
6. Income Taxes 

 
Jemez Springs Domestic Water Association is exempt from Federal Income Taxes 
under the provisions of section 501(a) of the Internal Revenue Code as an entity 
described in section 501(c)(12).  Therefore, no provision for income taxes has been made. 
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II. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY 
 
A. Budgetary Information 

 
A budget is prepared by management and approved by the Board of Directors. 
 
This budget is prepared on the accrual basis, excluding encumbrances, and secures appropriation of 
funds for only one year.  Carryover funds must be re-appropriated in the budget of the subsequent 
fiscal year.  The budget process in the State of New Mexico requires that the beginning cash balance 
be appropriated in the budget of the subsequent fiscal year. 
 
The Association follows these procedures in establishing the budgetary data reflected in the financial 
statements: 

 
1. In March, the management submits to the Board of Directors a proposed operating 

budget of the fiscal year commencing the following April.  The operating budget includes 
proposed expenditures and the means of financing them. 

 
2. In April, the budget is approved by the Board of Directors. 

 
3. The board meeting, while not intended for the general public, is open for the general 

public unless a closed meeting has been called for. 
 

4. Formal budgetary integration is employed as a management control device during the 
year. 

 
5. The budget is adopted on a basis is consistent with generally accepted accounting 

principles (GAAP).  
 

The Board of Directors may approve amendments to the appropriated budget, which are required 
when a change is made affecting budgeted ending balances.  The appropriated budget for the year 
ended March 31, 2008 was properly amended by the Board through the year.    These amendments 
resulted in the following changes: 
 

Original Final 
Budget Budget

Proprietary Fund 160,578$           160,578$            
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III. DETAILED NOTES ON ALL FUNDS 
 

A. Cash and Temporary Investments 
 
At March 31, 2008, the carrying amount of the Association’s deposits was $136,498 and the bank 
balance was $140,619.  Of this balance $140,619 was covered by federal depository insurance. 
 
Custodial Credit Risk 

 
Custodial credit risk is the risk that in the event of a bank failure, the Association’s deposits may 
not be returned to it.  New Mexico State Statutes require collateral pledged for deposits in excess 
of the federal deposit insurance to be delivered, or a joint safekeeping receipt be issued, to the 
District for at least one half of the amount on deposit with the institution.  The statement listed 
below will meet the State of New Mexico Office of the State Auditor’s requirement in reporting 
the uninsured portion of the deposits.  As of March 31, 2008, the Association’s did not have any 
bank balances exposed to custodial risk as follows: 

 
First Community Jemez Valley

Bank Credit Union
Cash on deposit 11,641$                      85,422$                      
Certificates of deposit 43,556                        -                                  
FDIC coverage (55,197)                      (85,422)                      

  Total uninsured public funds -$                                -$                                
 

 
The types of collateral allowed are limited to direct obligations of the United States Government and 
all bonds issued by any agency, Association or political subdivision of the State of New Mexico. 
 
According to the Federal Deposit Insurance Authority, public unit deposits are funds owned by the 
Association.  Time deposits, savings deposits and interest bearing “Now” accounts of a public unit in 
an institution in the same state will be insured up to $100,000 in aggregate and separate from the 
$100,000 coverage for public unit demand deposits at the same institution. 
 
Interest Rate Risk 
 

Interest rate risk is the risk that the fair value of the investments will change due to changes in 
the rate of interest applied to those investments.  The Association’s fair values of investments 
are not affected by changes in interest rates.   
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III. DETAILED NOTES ON ALL FUNDS (continued) 
 

B. Receivables 
 
Receivables as of year-end for the Association are as follows: 

 
Accounts receivable 17,110$     
Allowance for doubtful accounts (520)          

16,590$     
 

 
An allowance for doubtful accounts in the amount of $520 has been estimated by management based 
on an analysis of individual accounts. 
 

C. Capital Assets 
 
Capital assets activity for the year ended March 31, 2008 was as follows: 
 

Beginning 
Balance Increases Decreases

Ending 
Balance

Business type activities:

Capital assets, not being depreciated:
Water rights 155,000$        -$                    -$                    155,000$        
Construction in progress 293,004          -                      293,004          -                      

Total capital assets, not being depreciated 448,004$        -$                    293,004$        155,000$        

Capital assets, being depreciated:
Land improvements 35,370            -                      -                      35,370            
Buildings and improvements 39,023            -                      -                      39,023            
Equipment 721,812          695,503          -                      1,417,315       

Total capital assets being depreciated 796,205          695,503          -                      1,491,708       

Less accumulated depreciation for:
Land improvements (6,504)             (1,269)             -                      (7,773)             
Buildings and improvements (20,124)           (1,403)             -                      (21,527)           
Equipment (403,925)         (28,843)           -                      (432,768)         

Total accumulated depreciation (430,553)         (31,515)           -                      (462,068)         

Total capital assets being depreciated, net 365,652$        663,988$        -$                    1,029,640$     

Governmental activities capital assets, net 813,656$        663,988$        293,004$        1,184,640$     

 
Construction commitments 
 
The Association is involved in a long-term construction project as part of their master plan for upgrading 
the plant operations.  Interest on construction projects is not capitalized. 
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III. DETAILED NOTES ON ALL FUNDS (continued) 
 

D. Long-term Liabilities 
 
Loans Payable 
 
The Association has acquired loans to provide funds for the acquisition and construction of major 
capital facilities.  The loans will be paid from operating income.  The details of the loans as of March 
31, 2008 are as follows: 
 

Original Balance Amount Due
Amount Interest Rates March 31, 2008 Within One Year

RD 91-03 72,800$             5.00% 35,222                   2,557$                    
RIP 89-15R 40,238               3.00% 19,210                   4,592                      
RIP 94-08 197,821             3.00% 122,073                 13,832                    

Total 310,859$           176,505$               20,981$                  

Loans payable

 
Annual debt service requirements to maturity for loans payable are as follows: 
 

Loans Payable

Year Ending Total
March 31, Principal Interest Requirements

2009 20,981$           5,942$             26,923$           
2010 21,665             5,258               26,923             
2011 22,371             4,551               26,922             
2012 23,102             3,820               26,922             
2013 18,690             3,064               21,754             

2014 - 2018 66,809             6,045               72,854             
2019 - 2023 2,887               56                     2,943               

Total 176,505$         28,736$           205,241$         
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III. DETAILED NOTES ON ALL FUNDS (continued) 
 

D. Long-term Liabilities (continued) 
 
Changes in Long-Term Debt 
 
During the year ended March 31, 2008 the following changes occurred in liabilities reported in the 
Statement of Net Assets: 
 

Balance Balance Amount Due
March 31, 2007 Additions Retirements March 31, 2008 Within One Year

Compensated absences:

Compensated vacation 1,588$                 1,674$           2,182$           1,080$                  1,080$                  

Loans payable 193,080               -                     16,575           176,505                20,981                  

194,668$             1,674$           18,757$         177,585$              22,061$                

 
The liability of compensated absences is liquidated with resources from the unrestricted net assets. 

 
 
IV. ACCRUED LIABILITIES 

 
Salaries 3,638$      
Tax withholdings 2,386        
Gross reciepts tax 1,602        

7,626$      
 

 
 

V. RETAINED RISKS OF LOSS 
 

The Association is exposed to various risks of loss related to torts, theft to, damage to, and destruction of 
assets, error and omissions, injuries to employees, and natural disasters.  The Association carries 
commercial insurance for all risks.  Settlement of claims resulting from these risks have not exceeded 
commercial insurance coverage in the past three years. 
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VI. JOINT POWERS AGREEMENT 
 
Participants:  
 
 
Responsible Parties: 
 
Description: 
 
 
 
Period: 
 
Project Cost: 
 
 
 
 
 
 
 
 
Association Contributions: 
 
Audit Responsibility: 
 
Fiscal Responsibility: 
 
Revenues and 
Expenditures Reported: 

Jemez Springs Domestic Water Association, 
Village of Jemez Springs 
 
Both parties 
 
Jemez Springs Domestic Water Association agrees to provide technician to 
disconnect and/or remove water meters as requested by the Village of Jemez 
Springs. 
 
November 5, 2002 until cancelled 
 
Village of Jemez Springs agrees to compensate Jemez Springs Domestic 
Water Association for servicing the disconnection, removal, and/or 
reconnection of water meters at the rate for such services stated in the 
Village Ordinance 17-2-9. Due to the indefinite date of cancellation of the 
project, and the infrequency of disconnections, removal, and/or 
reconnections of water meters, the total cost of the project is 
undeterminable and as such the cost applicable to the association is 
undeterminable. 
 
Undeterminable 
 
Village of Jemez Springs 
 
Both parties 
 
 
Fees assessed to residents for the disconnection, removal, and/or 
reconnection of water meters is received and recorded by the Village. The 
Village records expenditures for the reimbursements paid to the Association. 
The Association records expenditures for the cost of each disconnection, 
removal, and/or reconnection of water meters and then records a revenue for 
the reimbursement received from the Village. 
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STATE OF NEW MEXICO
JEMEZ SPRINGS DOMESTIC WATER ASSOCIATION

PROPRIETARY FUND
SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS -

BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)
Year ended March 31, 2008

Variance with
Final Budget

Budgeted Amounts Actual Amounts Positive
Original Final (Budgetary Basis) (Negative)

Operating revenue:
Water sales 173,118$          173,118$          167,592$          (5,526)$             

    Other 8,384                8,384                8,184                (200)                  

Total operating revenue 181,502            181,502            175,776            (5,726)               

Operating expenses:

Salaries and benefits 55,963              55,963              57,812              (1,849)               
Employee benefits 13,625              13,625              31,744              (18,119)             
T l 1 753                1 753                2 302                (549)                  Travel 1,753                1,753                2,302                (549)                  
Plant operations 10,739              10,739              13,202              (2,463)               
Office expense 5,871                5,871                7,625                (1,754)               
Repairs and maintenance 11,453              11,453              4,612                6,841                
Insurance 15,943              15,943              12,360              3,583                
Legal and professional 11,970              11,970              7,037                4,933                
Miscellaneous 3,460                3,460                3,413                47                      

Depreciation 21,350              21,350              31,516              (10,166)             

Total operating expenses 152,127            152,127            171,623            (19,496)             

Income from operations 29,375              29,375              4,153                (25,222)             

Non-Operating income (expenses)
Interest income 3,131                3,131                2,562                (569)                  
Grant income -                        -                        331,820            331,820            

Interest expense (8,450)               (8,450)               (5,774)               2,676                

Total nonoperating revenues (expenses) (5,319)               (5,319)               328,608            333,927            

Net income (loss) 24,056              24,056              332,761            308,705            

Net assets beginning of year -                        -                        807,109            807,109            

Net assets end of year 24,056$            24,056$            1,139,870$       1,115,814$       

22



STATE OF NEW MEXICO
JEMEZ SPRINGS DOMESTIC WATER ASSOCIATION

SCHEDULE OF PLEDGED COLLATERAL
March 31, 2008

First Community
Bank

Jemez Valley
Credit Union

Cash on deposit 11,641$                    85,422$                    
Certificates of deposit 43,556                      -                                

Total deposits 55,197                      85,422                      

Less FDIC Coverage (55,197)                     (85,422)                     

Total uninsured funds -$                              -$                              

Account Name Account Type Bank Name Bank Amount

Operating Checking Jemez Springs Credit Union 10,046$                    
Jemez Savings Checking Jemez Springs Credit Union 761                           
Tank Reserve Savings Jemez Springs Credit Union 72,236                      
Construction Checking Jemez Springs Credit Union 1,820                        
Regular Reserve Savings Jemez Springs Credit Union 559                           
Savings Business Savings First Community Bank 11,641                      
First State CD Certificate of deposit First Community Bank 43,556                      

Total 140,619$                  

Adjustments to cash:
Bank Balance 140,619$                  
Cash on hand 200                           
Investments (43,556)                     
Cutomer deposits (1,400)                       
Reconciling items (4,321)                       

Total adjustment to cash 91,542$                    
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PRIOR YEAR AUDIT FINDINGS 
 
No audit findings to report 
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SCHEDULE OF FINDINGS 
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CURRENT YEAR AUDIT FINDINGS 
 

No audit findings to report 
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The independent public accountant prepared the financial statements. 
 
The exit conference was held August 27, 2008.  The exit conference was attended by the following individuals: 
 
Representing Jemez Springs Domestic Water Association: 
 
 Bob Wilson, Treasurer 
 
Representing the Keystone Accounting, LLC: 
 
 Phil Rasband, CPA 
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