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INDEPENDENT ACCOUNTANTS’ REPORT 
APPLYING AGREED-UPON PROCEDURES 

 
Brian S. Colón, Esq., State Auditor and 
The Board of Directors of 
Valley Water and Sanitation District 
 
We have performed the procedures enumerated below which were agreed to by Valley Water and Sanitation District (District) and the New 
Mexico State Auditor (the specified parties), solely to assist users in evaluating the District's financial reporting relating to its Cash, Capital 
Assets, Revenues, Expenditures, Journal Entries, Budget, and Capital Outlay information and its compliance with Section 12-6-3 NMSA 
1978 and Section 2.2.2.16 NMAC, as of and for the year ended June 30, 2019. The District is responsible for its financial reporting as 
described above. This agreed-upon procedures engagement was conducted in accordance with attestation standards established by the 
American Institute of Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of those parties 
specified in the report. Consequently, I make no representation regarding the sufficiency of the procedures described below either for the 
purpose for which this report has been requested or for any other purpose.  

In accordance with Tier 6 of the Examination or review Act – Section 12-6-3 B (5) NMSA 1978 and Section 2.2.2.16 NMAC, my 
procedures and associated findings are as follows: 

 

1. TIER CALCULATION 

Procedures 

a) Verify the local public body’s revenue calculation and tier determination documented on the forms provided at www.osa.nm.org 
under “Tiered System Reporting Main Page.” 

Results of Procedures 

The tiered reporting is accurate for the Tier 6 

 

2. CASH 

Procedures 

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

b) Perform a random test of bank reconciliations for accuracy. Also, trace ending balances to the general ledger, supporting 
documentation and the financial reports submitted to Department of Finance & Administration - Local Government Division 
(DFA-LGD).  

c) Determine whether the local public body’s financial institutions have provided it with the 50% of pledged collateral on all 
uninsured deposits as required by Section 6-10-17 NMSA 1978, NM Public Money Act, if applicable. 

Results of Procedures 

In the testing of the bank accounts and whether they were complete and reconciled timely. 5 of 12 reconciliations were tested for 
accuracy and traced to the general ledger.  One of the bank reconciliations was not completed in a timely manner. Financial reports 
were submitted to DFA without exception. 3 of 12 months were tested for uninsured bank balances. The financial institution did not 
need to pledged collateral for the funds deposited in the financial institution as required by state statute, since the balance was never 
above the FDIC Insurance level.  

3. CAPITAL ASSETS 

Procedure 

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

Results of Procedure 

The District’s perform a yearly inventory as required by Section 12-6-10 NMSA 1978.   

http://www.osa.nm.org/
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Brian S. Colón, Esq., State Auditor and 
The Board of Directors of 
Valley Water and Sanitation District 
 
 
4. DEBT 

Procedure 

a) If the local public body has any debt, verify that the required payments were made during the year.  If the debt agreement requires 
reserves, verify that the local public body is in compliance with those requirements. 

Results of Procedure 

The District loan payment was paid as required.  The District keeps a reserve for the loan in the form of certificates of deposits. 

 

5. REVENUE 

Procedures 

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

a) Perform an analytical review; test actual revenue compared to budgeted revenue for the year for each type of revenue. 
 

Select a sample of revenues based on accountant’s judgment and test using the following attributes: 

b) Amount recorded in the general ledger agrees to the supporting documentation and the bank statement. 
 

c) Proper recording of classification, amount, and period per review of supporting documentation and the general ledger. Perform 
this revenue work on the same accounting basis that the local public body keeps its accounting records on, cash basis, modified 
accrual basis, or accrual basis. 

Results of Procedures 

Revenue was analytically tested and there were variances in tax distributions from expected and budgeted amounts. The receipts tested 
were 40%.  The receipts were determined to be properly recorded as to amount, classification and period.  The receipts were traced to 
the bank statements.   

 

6. EXPENDITURES 

Procedures 

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

a) Determine that amount recorded as disbursed agrees to adequate supporting documentation. Verify that amount, payee, date and 
description agree to the vendor’s invoice, purchase order, contract and cancelled check, as appropriate.  

b) Determine that disbursements were properly authorized and approved in compliance with the budget, legal requirements and 
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 (Section 13-1-28 through 13-1-99 NMSA 1978) and State 
Purchasing Regulations (1.4.1 NMAC) and Regulations Governing the Per Diem and Mileage Act (2.42.2 NMAC). 

Results of Procedures 

Thirty disbursements were tested of the one hundred thirty-six disbursements made. Disbursements tested were accurate as to 
amount, payee, date and description, were properly authorized, and were in compliance with the budget, procurement code, and the 
Per Diem and Mileage Act, where applicable. No exceptions were noted.  The District did not have a purchase order system in place.  
We tested fourteen payroll checks.  



4801	N	Butler	Ave.	Ste.	8101		
Farmington,	NM		87401

Phone	(505)	566-1900
Fax	(505)	566-1911

afs@afsolutions-cpa.com

5 | P a g e

Brian S. Colón, Esq., State Auditor and 
The Board of Directors of 
Valley Water and Sanitation District 

7. JOURNAL ENTRIES

Procedures

Test all non-routine journal entries, such as adjustments, and reclassifications posted to the general ledger for the following attributes:

a) Journal entries appear reasonable and have supporting documentation.
b) The local public body has procedures that require journal entries to be reviewed and there is evidence the reviews are being

performed.

Results of Procedures 

Journal entries appeared to be reasonable.  The journal entries did not show evidence of a review or approval process. 

8. BUDGET

Procedures

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 the answer is yes,
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.

Results of Procedures 

The budget was reviewed and determined to be properly authorized by the District Board and certified by DFA-LGD. Expenditures 
did not exceed the budgeted amounts for the fund level, which is the legal level of budgetary control. The Schedule of Revenues and 
Expenditures - Budget and Actual (Cash Basis) are presented on pages 8 of this report. 

9. CAPITAL OUTLAY APPROPRIATIONS

Procedures

The scope of the agreed-upon procedures engagement shall encompass any and all state-funded capital outlay appropriations of the
New Mexico Legislature that meet Tier 6 criteria. Request and review all state-funded capital outlay awards, joint powers agreements,
correspondence and other relevant documentation for any capital outlay award funds expended by the recipient during the fiscal year
that meet the Tier 6 criteria. Perform the following tests on all state-funded capital outlay expenditures:

a) Determine that the amount recorded as disbursed agrees to adequate supporting documentation.  Verify that amount, payee, date
and description agree to the purchase order, contract, vendor’s invoice and canceled check, as appropriate.

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

c) Determine that the bid process (or request for proposal process if applicable), orders, contracts and agreements were processed in
accordance with the New Mexico Procurement Code and State Purchasing Regulations (Section 13-1-28 through 13-1-199 NMSA
1978 and 1.4.1 NMAC).

d) Determine the physical existence (by observation) of the capital asset based on expenditures to date.
e) Verify that status reports were submitted to the state agency per terms of agreement and amounts in the status report agree with

the general ledger and other supporting documentation.
f) If the project was funded in advance, determine if the award balance (and cash balance) appropriately reflects the percentage of

completion based on the project schedule and expenditures to date.
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Brian S. Colón, Esq., State Auditor and 
The Board of Directors of 
Valley Water and Sanitation District 

g) If the project is complete, determine if there is an unexpended balance and whether it was reverted per statute and agreement with
the grantor.

h) Determine whether cash received for the award was accounted for in a separate fund or separate bank account that is non-interest
bearing if so required by the capital outlay award agreement.

i) Determine whether reimbursement requests were properly supported by costs incurred by the recipient. Determine whether the
costs were paid by the local public body prior to the request for reimbursement.

Results of Procedure 

The disbursements for capital outlay was verified, was properly authorized and purchased according to a legal budget. The 
disbursement did not require any procurement other than 3 quotes.  The District does not have a procurement officer.  The District 
did not receive an award to pay for the capital outlay. 

10. OTHER

Procedure

a) If information comes to the IPA’s attention (regardless of materiality) indicating any fraud, illegal acts, noncompliance, or any
internal control deficiencies, such instances must be disclosed in the report as required by Section, 12-6-6 NMSA 1978. The
findings must include the required content per Section 2.2.2.10 (I) (3) (C) NMAC.

Results of Procedures 

Nothing else was noted that is required to be disclosed. 

We were not engaged to, and did not conduct an examination or review, the objective of which would be the expression of an opinion or 
conclusion on the District's financial reporting to the State Auditor as described above. Accordingly, I do not express such an opinion or 
conclusion. Had I performed additional procedures; other matters might have come to my attention that would have been reported to you. 
This report is intended solely for the information and use of State of New Mexico Valley Water & Sanitation District, New Mexico Office 
of the State Auditor, the New Mexico Legislature, and the New Mexico Department of Finance and Administration and is not intended to 
be and should not be used by anyone other than those specified parties. 

This report is intended solely for the information and use of the management of Abiquiu Mutual Domestic Water & Sewer Association, the 
New Mexico State Auditor, the Department of Finance and Administration and the New Mexico State Legislature and is not intended to 
be and should not be used by anyone other than those specified parties. 

Farmington, New Mexico 
November 11, 2019 

Terry
AFS
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SUPPLEMENTAL SECTION 
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VALLEY WATER AND SANITATION DISTRICT 

AGREED-UPON PROCEDURES REPORT 
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STATE OF NEW MEXICO

VALLEY WATER & SANITATION DISTRICT

PROPRIETARY FUND
Schedule of Revenues, Expenses, and Changes in Fund Net Position -

Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2019

Variance with
Final Budget

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

Operating revenue:
Monthly service sales 343,500$           343,500$           360,449$             16,949$             
San Juan County gross receipts tax 83,000               83,000               82,522                (478)                  
Construction/engineering fees -                        -                        725                     725                   
Other (Capital Donation) 46,724               46,724               -                         (46,724)             

Total operating revenue 473,224             473,224             443,696              (29,528)             

Operating expenses:
City of Farmington collection 80,000               80,000               85,126                (5,126)               
Secretarial 8,400                8,400                8,760                  (360)                  
Operations Maintenance Service 174,400             174,400             151,260              23,140               
Pre-treatment (chemicals) 75,000               75,000               63,044                11,956               
Office expense 3,400                3,400                4,071                  (671)                  
Repairs and maintenance 35,000               35,000               49,229                (14,229)             
Equipment rental 2,700                2,700                2,778                  (78)                    
Insurance 11,050               11,050               11,231                (181)                  
Utilities 20,000               20,000               19,995                5                       
Legal and professional 4,500                4,500                4,439                  61                     
Miscellaneous 56,220               56,220               9,273                  46,947               

Total operating expenses 470,670             470,670             409,206              61,464               

Change in net position - budgetary basis 2,554$               2,554$               34,490                31,936$             

Net position beginning of the year -                        -                        4,638,584            4,638,584          

Net position end of the year 2,554$               2,554$               4,673,074            4,670,520$        

RECONCILIATION TO GAAP BASIS:
Change in property and equipment 976,355
Change in payable (37,038)               
Depreciation (112,331)             

Change in net position 861,476$             

AGREED UPON PROCEDURES
SUPPLEMENTAL SECTION
8 | P  a  g  e
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STATE OF NEW MEXICO 
SPECIAL DISTRICT OF 

VALLEY WATER AND SANITATION DISTRICT 

RESOLUTION TO APPROVE 

JUNE 30, 2019 YEAR END 
FINANCIAL REPORT 

WHEREAS, the Board of Directors ("Board") of Valley Water and Sanitation 
District ("District") approves the financial statements for the year ending on June 30, 
2019; 

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of Valley 
Water and Sanitation District that the financial statements for the year ending on June 30, 
2019 are approved 

PASSED, APPROVED ANO ADOPTED THIS� DAY OF --l.��l1..::4=:..i,o,,.---'' 2019

BOARD OF DIRECTORS 

VALLEY WATER AND SANITATION DISTRICT 

Attest: ��� 
Director 

AGREED-UPON PROCEDURES 
SUPPLEMENTAL SECTION 

13 | P a g e



 

 
AGREED-UPON PROCEDURES 
SUPPLEMENTAL SECTION 
14 | P a g e  

  



 

 
AGREED-UPON PROCEDURES 

SUPPLEMENTAL SECTION 
15 | P a g e  

 



 

 
AGREED-UPON PROCEDURES 
SUPPLEMENTAL SECTION 
16 | P a g e  

  



 

 
AGREED-UPON PROCEDURES 

SUPPLEMENTAL SECTION 
17 | P a g e  

 



SCHEDULE OF FINDINGS AND RESPONSES 
Year Ended June 30, 2019 
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I. CURRENT YEAR FINDINGS 
 
There were no findings to be reported for the current year. 

 
 

II. PRIOR YEAR FINDINGS 
 

There were no prior year findings. 
 
 
 



REQUIRED DISCLOSURES 
Year Ended June 30, 2019 
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The financial statements were prepared by the independent public accountants. 
 
An exit conference was held November 18, 2019 during which the audit findings were discussed.  The exit conference was attended by the 
following individuals: 
 
 
Valley Water & Sanitation District 
 
 Jacqueline Foutz Chair 
 Jody Rico Office Manager  
 
 
ACCOUNTING & FINANCIAL SOLUTIONS, LLC 
 
 Terry Ogle, CPA Partner 
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INDEPENDENT ACCOUNTANT’S COMPILATION REPORT 
 
 

 
Brian S. Colón, Esq., State Auditor and 
The Board of Directors of 
Valley Water & Sanitation District 
 
 
Management is responsible for the accompanying financial statements of the business-type activities of Valley Water & Sanitation District 
(the District) which comprise the Statement of Net Position – Proprietary Fund, as of the year ended June 30, 2019, and the related 
Statement of Revenues, Expenses, and Change in Net Position – Proprietary fund, and Statement of Cash Flows – Proprietary Fund for 
the year then ended, and the related notes to the financial statements in accordance with Section 2.2.2.16 New Mexico Administrative Code 
(NMAC). 

We have performed a compilation engagement in accordance with Statements on Standards for Accounting and Review Services 
promulgated by the Accounting and Review Services Committee of the AICPA.  We did not audit or review the financial statements nor 
were we required to perform any procedures to verify the accuracy or completeness of the information provided by management.  
Accordingly, we do not express an opinion, a conclusion, nor provide any form of assurance on these financial statements. 

In order to comply with the requirements of Section 12-6-3(B) NMSA, the proprietary fund financial statements and the notes related to 
those financial statements were prepared using the modified accrual basis of accounting.  However, in complying with these requirements, 
management has omitted the following financial statements and notes required by accounting principals generally accepted in the United 
States of America (GAAP):  The statement of cash flows – proprietary funds and the disclosures related to the cash flow statement.  These 
omissions result in the financial statements being presente4d on a basis of accounting other than GAAP. 

We draw attention to Note I of the financial statements, which describes the basis of accounting.  The financial statements are prepared in 
accordance with the modified accrual basis of accounting, which is a basis of accounting other than accounting principles generally 
accepted in the United States of America 

Management has elected to omit the related disclosures that are required by accounting principles generally accepted in the United States. If 
the omitted statements and disclosures were included in the financial statements, they might influence the user’s conclusions about the 
District’s financial position and results of operations and cash flows. Accordingly, the financial statements are not designed for those who 
are not informed about such matters.  

Management has omitted the management’s discussion and analysis that accounting principles generally accepted in the United States of 
America require to be presented to supplement the basic financial statements. Such missing 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.  This information is the 
representation of management.  This information was subject to our compilation engagement; however, we have not audited or reviewed 
the required supplementary information and, accordingly, do not express an opinion, a conclusion, or provide any form of assurance on 
such information 

 
 
 
Farmington, New Mexico 
November 11, 2019 

Terry
AFS
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STATE OF NEW MEXICO

VALLEY WATER & SANITATION DISTRICT

PROPRIETARY FUND
Statement of Net Position

June 30, 2019

Assets
Current assets:

Cash and cash equivalents 177,970$        
Accounts receivable (net of allowance of $0.00) 73,259            
Taxes receivable 12,074            
Assessment receivable current portion 46,533            

Total current assets 309,836          

Noncurrent assets:
Assessment receivable noncurrent portion 679,721          
Capital assets:

Land 33,200            
Buildings and improvements 1,860              
Buildings and irrigation system 5,839,001       
Less: accumulated depreciation (586,058)         

Total noncurrent assets 5,967,724       

Total Assets 6,277,560$     

Liabilities
Current liabilities:

Accounts payable 37,038$          
Loans payable - current 40,860            

Total current liabilities 77,898            

Noncurrent liabilities:
Loans payable (less current portion) 699,602          

Total Liabilities 777,500          

Net Position
Net investment in capital assets 5,288,003       

Unrestricted 212,057          

Total Net Position 5,500,060       

Total Liabilities and Net Position 6,277,560$     

FINANCIAL SECTION 
6 | P  a  g  e

See accompanying notes and accountant's report.



STATE OF NEW MEXICO

VALLEY WATER & SANITATION DISTRICT

PROPRIETARY FUND
Statement of Revenues, Expenses, and Changes in Net Position

Year ended June 30, 2019

Operating revenue:
Monthly service sales 360,449$         
San Juan County gross receipts tax 82,522            
Construction/engineering fees 725                 

Other (Capital Donation) 976,355           

Total operating revenue 1,420,051        

Operating expenses:
City of Farmington collection 91,513            
Secretarial 9,520              
Operations Maintenance Service 162,612           
Pre-treatment (chemicals) 79,583            
Office expense 4,596              
Repairs and maintenance 49,353            
Equipment rental 2,778              
Insurance 11,231            
Utilities 21,346            
Legal and professional 4,439              
Miscellaneous 9,273              
Depreciation 112,331           

Total operating expenses 558,575           

Operating income (loss) 861,476           

Net position - beginning 4,638,584        

Net position - ending 5,500,060$      

See accompanying notes and accountant's report.
FINANCIAL SECTION
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STATE OF NEW MEXICO

VALLEY WATER & SANITATION DISTRICT

PROPRIETARY FUND
Statement of Cash Flows
Year ended June 30, 2019

Cash Flows From Operating Activities
Cash received from customers 1,357,948$        
Cash payments to employees (9,520)               
Cash payments for supplies and maintenance (420,691)           

Net cash Provided by (used in) operating activities 927,737            

Cash Flows From Capital And Related Financing Activities
Purchases of capital assets (976,355)           
Principal paid on debt 687,677            

Net cash used in capital and related financing activities (288,678)           

Cash Flows From Investing Activities
Assessment fees receivable (long term) (643,046)           

Net decrease in cash and cash equivalents (3,987)               

Cash and cash equivalents at beginning of the year 181,957            

Cash and cash equivalents at end of the year 177,970$           

Reconciliation Of Operating Income To Net Cash
Provided (Used) By Operating Activities
Operating income (loss) 861,476$           

Adjustments to reconcile operating income to net
cash provided (used) by operating activities:
Depreciation expense 112,331            
(Increase) decrease in:

Customer receivables (22,774)             
Taxes receivable 100                   
Assessment fees receivable current (39,429)             

Increase (decrease) in:
Accounts payable 16,033              

Total adjustments 66,261              

Net cash Provided by (used in) operating activities 927,737$           

Noncash investing and financing activity:
Interest accrued -$                     

FINANCIAL SECTION 
8 | P  a  g  e

See accompanying notes and accountant's report.
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A. Reporting Entity 

Valley Water and Sanitation District (District) was created by decree of the State of New Mexico, as a political subdivision of 
the State. The District was incorporated for the purpose of constructing, maintaining, and operating a wastewater system for its 
members. The District is governed by an elected five-member Board of Directors elected by the members of the District. The 
District has approximately 120members served in the Kirtland community in San Juan County.  The Board of Directors of the 
District has decision-making authority, the power to designate management, and the ability to significantly influence operations 
and primary accountability for fiscal matters.  

The District’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. 

Generally Accepted Accounting Principles (GAAP) requires that financial statements present the District (primary government) 
and its component units. The District has no component units that are required to be presented in accordance with 
Governmental Accounting Standards Board (GASB) Statement No. 14, The Financial Reporting Entity and GASB Statement No. 
39, Determining Whether Certain Organizations Are Component Units, an amendment of GASB Statement No. 14, and GASB Statement 
No. 61, The Financial Reporting Entity: Omnibus – an amendment of GASB Statements No. 14 and No. 34. 

1. Blended Component Units 

The District does not have any component units reported as blended component units. 

2. Discretely Presented Component Units 

The District does not have any component units reported as discretely presented component units. 

The summary of significant accounting policies of the District is presented to assist in the understanding of the District’s 
financial statements.  The financial statements and notes are the representation of Valley Water & Sanitation District’s 
management who is responsible for their integrity and objectivity.  The financial statements of the District 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. 

 

B. Proprietary 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.  Property taxes are recognized as revenues in the year for which they are levied.  Grants and similar items 
are recognized as revenue as soon as all eligibility requirements imposed by the provider have been met. 

The government uses a proprietary fund to record all of its transactions. 

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 District’s enterprise fund is charges to customers for sales and 
services.  Operating expense for the enterprise fund includes 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. 
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d) 
 

C. Assets, Liabilities, and Net Position or Equity 

1. Deposits and investments 

The District’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 District’s funds in a wide variety of instruments including certificates of 
deposit and other similar obligations, state investment pool, and money market accounts.  The District is also allowed to 
invest in United States Government obligations.  All funds for the District must follow the above investment policies. 

Deposits of funds may be made in interest or non-interest-bearing checking accounts in one or more banks or savings and 
loan within the geographical boundaries of the District.  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. 

2. Accounts Receivable 

The accounts receivable reported in the Statement of Net Assets and an allowance for doubtful accounts has been 
recorded.  Receivables are recognized when services are rendered and revenue has been earned. 

3. Capital assets 

The District’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. 

4. Net Position 

Net Position is presented on the Statement of Net Position and may be presented in any of three components. 

a. Net investment in capital assets 

This component of Net Position consists of capital assets, including restricted capital assets, net of accumulated 
depreciation and reduced by the outstanding balances of any bonds, mortgages, notes, or other borrowings that are 
attributable to the acquisition, construction, or improvement of those assets.  The portion of the debt attributable to 
the unspent proceeds is not included in the calculation of invested in capital assets, net of related debt.  That portion 
of the debt is included in restricted for capital projects. 

b. Restricted Net Position 

Net Position is reported as being restricted when the restriction is either externally imposed by creditors, grantors, 
contributors, or laws or regulations of other governments or imposed by law through constitutional provisions or 
enabling legislation.  Enabling legislation authorizes the government to assess, levy, charge, or otherwise mandate 
payment of resources (from external resource providers) and includes a legally enforceable requirement that those 
resources be used only for the specific purposes stipulated in the legislation.  

  

ESTIMATED USEFUL LIVES
ASSETS YEARS
Land improvements 20 - 80
Buildings & Improvements 7 - 10
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d) 
 

C. Assets, Liabilities, and Net Position or Equity (cont’d) 

c. Unrestricted Net Position 

Unrestricted Net Position consists of Net Position that does not meet the definition of “net investment in capital 
assets” or “restricted.” 

When both restricted and unrestricted resources are available for use, it is the government’s policy to use restricted 
resources first, then unrestricted resources as they are needed. 

In the governmental environment, Net Position often is designated to indicate that management does not consider them to 
be available for general operations.  In contrast to restricted Net Position, these types of constraints on resources are 
internal and management can remove or modify them.  However, enabling legislation established by the reporting 
government should not be construed as an internal constraint. 

5. Expenses 

Expenses are classified as operating or non-operating according to the following criteria:  Operating expenses include 
activities that have the characteristics of an exchange transaction, such as a) employee salaries, benefits, and related 
expense; b) utilities, supplies, and other services; d) professional fees; and e) depreciation expenses related to District 
property, plant, and equipment.  Non-operating expenses include activities that have the characteristics of nonexchange 
transactions, such as interest on capital asset-related debt and bond expenses that are defined as non-operating expenses. 

6. Budgets 

According to State statute, the District adopts and approves an annual non-appropriated budget adopted on a cash (non-
GAAP) basis. Budgetary control is prepared at the level of account classification, and serves as a management control 
device.  Once adopted, the Board is authorized to amend the budget at the account classification and fund level. 

Prior to June 1, the Board of Directors adopts a proposed operating budget for the fiscal year commencing the following 
July 1. The operating budget includes proposed expenditures and the means of financing them. Prior to March 1, the 
budget is enacted through passage of a board resolution. 

The Board is authorized to transfer budgeted amounts between departments within any fund. However, any revisions that 
alter the total expenditures of any fund must be approved by the Board of Directors. Expenditures of the District may not 
exceed appropriations at the level at which the budget is adopted, that is, expenditures in each fund may not exceed the 
budgeted appropriation for that fund. 

7. 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. 

8. Tax Abatements 

Governmental Accounting Standards Board Statement No. 77 requires the District to disclose information on certain tax 
abatement agreements effecting the District. Accordingly, the District did not have any tax abatements effecting the 
District during the year ended June 30, 2019. 

  



NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2019 

 

 

 
 

STATE OF NEW MEXICO FINANCIAL SECTION 
VALLEY WATER AND SANITATION DISTRICT 13 | P a g e  

II. DETAILED NOTES ON ALL FUNDS 
 

A. Cash and Temporary Investments 

Cash and equivalents 

Reconciliation of bank balances to the financial statements: 

 

According to the Federal Deposit Insurance Authority, public unit deposits are funds owned by the District.  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 
$250,000 in aggregate and separate from the $250,000 coverage for public unit demand deposits at the same institution. 

At June 30, 2019, the carrying amount of the District’s deposits was $177,970 and the bank balance was $179,328 with the 
difference consisting of outstanding checks.  Of this balance $179,328 was covered by federal depository insurance and none 
was covered by collateral held in joint safekeeping by a third party. 

Custodial Credit Risk 

Custodial credit risk is the risk that in the event of a bank failure, the District’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 June 30, 2019, none of the District’s bank balance of was exposed to custodial 
risk as follows: 

 

  

BALANCE

Financial institution:
Bank of the Southwest 179,328$         

Less:
Net reconciling items (1,358)             

Total cash and equivalents 177,970$         

INSURED UNDER INSURED TOTAL

Bank deposits:
Uninsured and uncollateralized -$                         -$                         -$                      
Uninsured and collateral held by pledging 

bank's trust dept not in the Cooperative's name -                           -                           -                        

Total uninsured -                           -                           -                        

Insured (FDIC) 179,328               -                           179,328            

Total deposits 179,328$             -$                         179,328$          

State of New Mexico collateral requirement:
50% of uninsured public fund bank deposits -$                         -$                         -$                      
Pledged security -                           -                           -                        

Over collateralization -$                         -$                         -$                      
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II. DETAILED NOTES ON ALL FUNDS (cont’d) 
 

A. Cash and Temporary Investments (cont’d) 

The following is a list of accounts held by the District: 

 

B. Receivables 

Receivables as of June 30, 2019 are as follows:  

 

 

The above receivables are deemed to be 100% collectible. 

 
 
II. DETAILED NOTES ON ALL FUNDS (cont’d) 
 

C. Capital Assets 

Capital assets activity for the year ended June 30, 2019 was as follows: 

 

  

BANK BALANCE

Bank of the Southwest
Checking 179,328$        

Customer Taxes Assessment

General Funds 73,259$            12,074$            46,533$        

RECEIVABLES

BEGINNING INCREASES DECREASES ENDING

Business-type activities:
Capital assets not being depreciated:

Land 33,200$            -$                    -$                     33,200$          

Capital assets being depreciated:
Buildings 1,860 -                      -                       1,860
Land impovements 4,862,646         976,355          -                       5,839,001       

Total capital assets being depreciated 4,864,506         976,355          -                       5,840,861       

Less accumulated depreciation for:
Buildings (884)                  (186)                -                       (1,070)             
Land impovements (472,843)           (112,145)         -                       (584,988)         

Total accumulated depreciation (473,727)           (112,331)         -                       (586,058)         

Total capital assets being depreciated, net 4,390,779         864,024          -                       5,254,803       

Total capital assets, net 4,423,979$       864,024$        -$                     5,288,003$     
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D. Liabilities 

Note Payable – Whipple Taps: The District obtained approximately one acre of land for one of its lift stations on December 
4, 2009.  In exchange for the land, the District gave the property owner some cash at the time and the future waste water 
connections.  The District owes the property owner two commercial connections and nine residential connections which the 
property owner may take at any time in the future. 

Note Payable – San Juan County: Installment loan payable dated December 1, 2015, in the amount of $59,483 payable in 7 
annual installments of $8,600, noninterest bearing, and beginning in 2015. 

San Juan County obtained grants for the installation of sewer lines and a lift station for an area of the Kirtland community 
which will be referred to as the Lagoon area.  The grant did not cover the cost of the engineering of the system which was 
$86,000.  The residents of the Lagoon area were assessed a monthly fee of $8.00 to pay the County back the engineering costs.  
The Lagoon system was connected to the District’s waste water collection system and in December 2015 the District agreed to 
take over the maintenance and operations of the Lagoon system.  The District assumed responsibility for repayment of the 
remaining loan balance and began collecting the monthly fee assessment from the residents.  The balance of the note at the 
time the District assumed responsibility was $59,483 and requires monthly payments of $717 through November 2022. 

Note Payable – San Juan County: a loan agreement in the amount of $660,736 to finance the construction costs related to 
connecting the Harper Valley Home Owners Association’s (HVHOA) current waste water system to the District’s system. The 
connection of the HVHOA system will add 137 homes to the District’s system. The loan will be financed for 19 years with an 
interest rate of 1.20%. Residents of the HVHOA will be assessed a monthly fee of up to $27.69 to pay for the repayment of the 
loan. The District made an initial lump sum payment of $13,206.80 and will make 221 payments of $3,307.70 per month and a 
final payment of $1,201.48. 

Changes in long term debt – During the year ended June 30, 2019 the following changes occurred in liabilities: 

 

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

 

 
  

BEGINNING ENDING DUE WITHIN
BALANCE ADDITIONS RETIREMENTS BALANCE ONE YEAR

N/P - San Juan County 37,983$           -$                   8,600$               29,383$         8,600$              
N/P - Whipple 11,500             -                     -                         11,500           -                        
N/P - San Juan County -                       667,319         -                         667,319         32,260              

49,483$           667,319$       8,600$               708,202$       40,860$            

YEAR ENDING TOTAL

JUNE 30, PRINCIPAL INTEREST REQUIREMENTS

2019 45,957$           -$                    45,957$           
2020 45,959             -                      45,959             
2021 45,959             -                      45,959             
2022 40,940             -                      40,940             
2023 37,357             -                      37,357             

2024 - 2028 186,783           -                      186,783           
2029 - 2033 186,783           -                      186,783           
2034 - 2038 139,224           -                      139,224           

Total 728,962$         -$                    728,962$         
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III. OTHER INFORMATION 
 

A. Risk Management 

The District has purchased commercial insurance that transfers risks of loss to an unrelated party. This coverage minimizes the 
District’s retained risks of loss up to the policy limits. 

 

B. Employee Retirement Plan 

The District has not elected to be included in the New Mexico Public Employees Retirement Fund (PERA) and does not have 
any retirement plan in place for its employees. 

 

C. Subsequent Events 

Subsequent events were evaluated through November 11, 2019 which is the date the financial statements were available to be 
issued.  

 




