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INDEPENDENT ACCOUNTANT’S REPORT ON APPLYING AGREED-UPON PROCEDURES 

 

Mr. Robert Jaramillo, President 
Polvadera Mutual DomesƟc Water Consumers AssociaƟon 
Lemitar, New Mexico 

& 
Mr. Wayne Johnson 
New Mexico State Auditor 
Santa Fe, New Mexico 
 
We have performed the procedures enumerated below for the Polvadera Mutual DomesƟc Water Consumers 
AssociaƟon (AssociaƟon) for the year ended December 31, 2017, solely to assist the AssociaƟon in demonstraƟng 
compliance with a Tier 4 enƟty under the Audit Act, SecƟon 12-6-3 B (5) NMSA 1978, SecƟon 2.2.2.16 NMAC and 
SecƟon 6-6-2 (A) NMSA 1978, as set forth in the accompanying Exhibits A and B.  The procedures were agreed to 
by the AssociaƟon through the Office of the New Mexico State Auditor.  The AssociaƟon’s management is 
responsible for the organizaƟon’s accounƟng records.  This agreed-upon procedures engagement was conducted 
in accordance with aƩestaƟon standards established by the American InsƟtute of CerƟfied Public Accountants.  
The sufficiency of these procedures is solely the responsibility of those parƟes specified in the report.  
Consequently, we make no representaƟon regarding the sufficiency of the procedures described below either for 
the purpose for which this report has been requested or for any other purpose.  Our procedures and findings 
follow: 
 

1. Verify the local public body’s revenue calculaƟon and Ɵer determinaƟon documented on the form 
provided at www.osanm.org under “Tiered System ReporƟng Main Page.” 

 
Jaramillo AccounƟng Group LLC (JAG) verified the revenue calculaƟon and Ɵer determinaƟon.  This 
resulted in a drop to a Tier 4 engagement from the AssociaƟon’s iniƟal determinaƟon of a Tier 6 
engagement. 

 
2.  Cash 

a) Determine whether bank reconciliaƟons are being performed in a Ɵmely manner and whether 
all bank and investment statements for the fiscal year are complete and on-hand.   

 
JAG determined that bank reconciliaƟons were complete and on-hand and appear to have 
been performed Ɵmely for the checking and savings accounts.  They are also sent monthly to 
their contracted CPA for review. 
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b) Test at least 30% of the bank reconciliaƟons for accuracy.  Also, trace ending balances to the 
general ledger, supporƟng documentaƟon, and the financial reports submiƩed to DFA-Local 
Government Division. 

 
JAG selected four months of bank reconciliaƟons for the checking account and two quarters for 
three savings accounts; tested the bank reconciliaƟons for accuracy and traced ending balances 
to the general ledger, other supporƟng documentaƟon, and financial reports. 

 
c) Determine whether the local public body's financial insƟtuƟons have provided it with the 50% of 

pledged collateral on all uninsured deposits as required by SecƟon 6-10-17 NMSA 1978, NM Public 
Money Act, if applicable. 
 
JAG noted that the AssociaƟon’s bank accounts did not exceed $250,000 and thus pledged 
collateral was not required on any of its bank accounts. 

 
3.  Capital Assets 

 
Verify that the local public body is performing a yearly inventory as required by SecƟon 12-6-10 NMSA 
1978. 

 
JAG noted that a yearly inventory is not performed as required by SecƟon 12-6-10 NMSA 1978.  See 
Finding 2016-003. 

 
4.  Revenue 

 
IdenƟfy the nature and amount of revenue from sources by reviewing the budget, agreements, rate 
schedules, and underlying documentaƟon. 

 
a) Perform an analyƟcal review; test actual revenue compared to budgeted revenue for the year for 

each type of revenue. 
 

JAG performed an analyƟcal review of budget to actual for each type of revenue. 
 

b) Select and test a sample of revenue equal to at least 30% of the total amount of revenues for the 
following aƩributes: 

 
i. Amount recorded in the general ledger agrees to the supporƟng documentaƟon and the 

bank statement. 
 

JAG reviewed the 25 highest dollar cash receipts and an addiƟonal 10 random cash receipts, 
and agreed them to supporƟng documentaƟon, general ledger, and bank statements. 

 
ii. Proper recording of classificaƟon, amount, period per review of supporƟng documentaƟon, 

and the general ledger.  Perform this revenue work on the same accounƟng basis that the 
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local public body keeps its accounƟng records on, cash basis, modified accrual basis, or 
accrual basis. 

 
JAG reviewed the 25 highest dollar cash receipts and an addiƟonal 10 random cash receipts, 
noƟng agreement with proper supporƟng documentaƟon, proper classificaƟon, and 
recording in the general ledger. 

 
5.  Expenditures 

 
Select a sample of cash disbursements equal to at least 30% of the total dollar amount and test the total 
amount of expenditures for the following aƩributes: 

 
a) Determine that amount recorded as disbursed agrees to adequate supporƟng documentaƟon.  

Verify that amount, payee, date and descripƟon agree to the vendor's invoice, purchase order, 
contract and canceled check, as appropriate. 
 

b) Determine that disbursements were properly authorized and approved in compliance with the 
budget, legal requirements, established policies and procedures. 
 

c) Determine that the bid process (or request for proposal process if applicable), purchase orders, 
contracts and agreements were processed in accordance with the New Mexico Procurement Code 
(SecƟon 13-1-28 through 13-1-199 NMSA 1978) and State Purchasing RegulaƟons (1.4.1 NMAC) 
and RegulaƟons Governing the Per Diem and Mileage Act (2.42.2 NMAC). 

 
JAG reviewed the 15 highest dollar expenditures and an addiƟonal 10 random expenditures. 
AddiƟonally, we haphazardly selected a sample of 12 payroll expenditures. We verified the 
disbursements agreed to the supporƟng documentaƟon and that the transacƟons were properly 
authorized and approved.  JAG also verified that the transacƟons were in compliance with the 
New Mexico Procurement Code, the State Purchasing Act and RegulaƟons Governing the Per 
Diem and Mileage Act. 

 
6.  Journal Entries 

 
Test all non-rouƟne journal entries, adjustments, and reclassificaƟons posted to the general ledger for the 
following aƩributes: 

 
a) Journal entries appear reasonable and have supporƟng documentaƟon. 

 
JAG reviewed the QuickBooks lisƟng of journal entries recorded during the year and determined 
that they were rouƟne and appeared reasonable.  JAG also noted the journal entry and supporƟng 
documentaƟon to record the NMFA grant for $37,500. 

 
b) The local public body has policies and procedures that require journal entries to be reviewed and 

there is evidence the reviews are being performed.   
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JAG reviewed all journal entries made during the year, noƟng that a review is done during board 
meeƟngs and is documented in the board minutes. 

 
7.  Budget 

 
Obtain the original fiscal year budget and all budget amendments made throughout the fiscal year and 
perform the following test work: 

 
a) Verify, through a review of the minutes and correspondence, that the original budget and 

subsequent budget adjustments were approved by the local public body's governing body and 
DFA-LGD. 
 

b) Determine if the total actual expenditures exceeded the final budget at the legal level of 
budgetary control; if so, report a compliance finding.  
 

c) From the original and final approved budgets and general ledger, prepare a schedule of revenues 
and expenditures budget and actual on the budgetary basis used by the local public body (cash, 
accrual or modified accrual basis) for each individual fund. 

 

JAG reviewed the board-approved original budget submiƩed to DFA-LGD for approval and noted 
DFA approval was provided in correspondence to the AssociaƟon.  We noted that the AssociaƟon 
did not process any budget adjustment requests during the fiscal year.  See Finding 2016-005.  See 
Exhibit A. 

 
8.  Other 

 
If informaƟon comes to the IPA’s aƩenƟon (regardless of materiality) indicaƟng any fraud, illegal acts, 
noncompliance or any internal control deficiencies, such instances must be disclosed in the report as 
required by SecƟon 12-6-6 NMSA 1978.  The findings must include the required content detailed in 
SecƟon 2.2.10(L) NMAC. 

  
No other informaƟon or findings came to our aƩenƟon during the engagement. 
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This agreed-upon procedures engagement was conducted in accordance with aƩestaƟon standards established 
by the American InsƟtute of CerƟfied Public Accountants.  We were not engaged to, and did not conduct an 
examinaƟon or a review, the objecƟve of which would be the expression of an opinion or conclusion, respecƟvely, 
on the Tier VerificaƟon, Cash, Capital Assets, Revenue, Expenditures, Journal Entries, Budget and Other of the 
AssociaƟon as of and for the year ended December 31, 2017, included in the accompanying informaƟon provided 
to us by management of the AssociaƟon.  Accordingly, we do not express such an opinion or conclusion.  Had we 
performed addiƟonal procedures, other maƩers might have come to our aƩenƟon that would have been reported 
to you.   
 
This report is intended solely for the informaƟon and use of the Polvadera Mutual DomesƟc Water Consumers 
AssociaƟon, the New Mexico State Auditor’s Office, the Department of Finance and AdministraƟon - Local 
Government Division, and the New Mexico Legislature.  It is not intended to be and should not be used by anyone 
other than those specified parƟes. 
 

 
Jaramillo AccounƟng Group LLC (JAG) 
Albuquerque, New Mexico  
May 3, 2018 
 



STATE OF NEW MEXICO
POLVADERA MUTUAL DOMESTIC WATER CONSUMERS ASSOCIATION

STATEMENT OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL (INCOME TAX BASIS)
FOR THE YEAR ENDED DECEMBER 31, 2017

EXHIBIT A 

 
 Variances
 Favorable

Original Final Actual (Unfavorable)

Revenues
Fees and charges 254,520$         254,520$     232,583$      (21,937)$           
Miscellaneous (includes grants) 3                       3                    38,055           38,052               

Total Revenues 254,523           254,523       270,638         16,115               

Expenditures
Salaries - Operator, Bookkeeper, etc. 95,520             95,520          98,723           (3,203)                
Employee Benefits and Expenses -                        -                    -                      -                          
Electricity 24,000             24,000          27,215           (3,215)                
Other Utilities - Gas, Water, Sewer, Telephone 3,301               3,301            3,481             (180)                   
System Parts and Supplies 11,040             11,040          11,681           (641)                   
System Repairs and Maintenance 2,400               2,400            142                2,258                 
Vehicle Expenses -                        -                    344                (344)                   
Office and Administrative Expenses 64,294             64,294          62,546           1,748                 
Professional Services - Accounting, Engineering, Legal 4,640               4,640            7,609             (2,969)                
Insurance 9,000               9,000            10,738           (1,738)                
Dues, Fees, Permits and Licenses 5,160               5,160            5,717             (557)                   
Taxes 11,928             11,928          12,929           (1,001)                
Training -                        -                    -                      -                          
Miscellaneous (includes grants) 9,720               9,720            43,386           (33,666)              
Annual Debt Service - Loan 1 5,100               5,100            -                      5,100                 

Total Expenditures 246,103           246,103       284,511         (38,408)              

Excess revenues over (under) expenditures 8,420$             8,420$          (13,873)$       (22,293)$           

Budgeted Amounts
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2016-001 LATE REPORT         Resolved 
2016-002 BANK RECONCILIATIONS      Resolved 
2016-003 YEARLY PHYSICAL INVENTORY      Repeated 
2016-004 SUPPORTING DOCUMENTATION FOR EXPENDITURES   Resolved 
2016-005 ACTUAL EXPENDITURES EXCEEDED BUDGETED AMOUNTS  Repeated 
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2016-003   Yearly Physical Inventory – Compliance 
 
CondiƟon 
The AssociaƟon did not perform a yearly physical inventory of capital assets at or near year end.  The AssociaƟon 
did not make progress with correcƟve acƟon on this finding from last year. 
 
Criteria  
SecƟon 12-6-10 NMSA 1978 requires an annual physical inventory of capital assets.   
 
 
Effect 
The AssociaƟon is not in compliance with applicable statutes, thus creaƟng a risk that assets may not be accurately 
tracked and reported. 
 
Cause 
The AssociaƟon has not historically performed a physical inventory and was not aware of the requirement to do 
so.    
 
Auditor’s RecommendaƟon 
The AssociaƟon should ensure that in the future a yearly physical inventory is performed.   
 
Management’s Response 
The AssociaƟon will ensure in the future that a physical inventory is performed yearly.   
 
Person responsible 
Board and AssociaƟon Office Manager. 
 
Timeline of correcƟve acƟon 
By the end of fiscal year 2018. 
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2016-005   Actual Expenditures Exceeded Budgeted Amounts – Compliance 
 
CondiƟon 
Actual expenditures exceeded the approved budget by $38,417 for the fiscal year.  The AssociaƟon did not make 
progress with correcƟve acƟon on this finding from last year. 
 
Criteria 
New Mexico State Statutes SecƟon 6-6-6 states that all approved budgets shall bind all officials and governing 
authoriƟes and no official can pay claims in excess of the approved budget. 
 
Effect 
The AssociaƟon is not in compliance with DFA-LGD approved budget. 
 
Cause 
The AssociaƟon did not process budget adjustments to cover anƟcipated expenditures. 
 
Auditor’s RecommendaƟon 
The AssociaƟon should ensure that in the future all budget adjustments are processed in order to be in 
compliance with the approved budget.   
 
Management’s Response 
The AssociaƟon will ensure in the future all accounts are reconciled in a Ɵmely manner.  
  
Person responsible 
Board and AssociaƟon Office Manager. 
 
Timeline of correcƟve acƟon 
By the end of fiscal year 2018. 
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The contents of this report were discussed on May 3, 2018.  The following individuals were in aƩendance. 
 
Polvadera Mutual DomesƟc Water Consumers AssociaƟon 
 
Robert Jaramillo, Board President 
Theresa Chavez, Office Manager 
 
 
Jaramillo AccounƟng Group LLC (JAG) 
 
Audrey J. Jaramillo, CPA, CFE, Managing Partner  


