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INDEPENDENT AUDITORS' REPORT

Mr. Hector H. Balderas, State Auditor and
The Board of Directors

Elephant Butte Irrigation District

Las Cruces, New Mexico

We have audited the accompanying financial statésradithe governmental activities, the businesg-ggtivities,

each major fund and the aggregate remaining fufmnvation of the Elephant Butte Irrigation Distrithe

“District”), as of and for the year ended Octob#&y 3008, which collectively comprise the Distridvasic financial
statements as listed in the table of contents.al@have audited the financial statements of e&tie District's

nonmajor governmental, and nonmajor enterprisedpnelsented as supplementary information in thenapanying
individual fund financial statements as of andtfar year ended October 31, 2008, as listed iretble bf contents.
These financial statements are the responsibifith® District’s management. Our responsibilitytdsexpress
opinions on these financial statements based oaunit.

We conducted our audit in accordance with audsiiagdards, generally accepted in the United Stdt&merica
and the standards applicable to financial audittaioed inGovernment Auditing Standards, issued by the
Comptroller General of the United States. Thoaaddrds require that we plan and perform the aadibtain
reasonable assurance about whether the finanatehs¢nts are free of material misstatement. Ait sndudes
examining, on atest basis, evidence supportingrti@ints and disclosures in the financial statesnekit audit also
includes assessing the accounting principles useds@nificant estimates made by management, asasel
evaluating the overall financial statement pregerta We believe that our audit provides a reablanasis for our
opinions.

In our opinion, the financial statements referrecabove present fairly, in all material respedtg, tespective
financial position of the governmental activitiéise business-type activities, each major fund, taedaggregate
remaining fund information of the Elephant Buttégiation District, as of October 31, 2008, the exgjve changes
in financial position and cash flows, where appiieathereof for the year then ended in conformiti accounting
principles generally accepted in the United Stateésmerica. In addition, in our opinion, the fir@al statements
referred to above present fairly, in all materedpects, the respective financial position and flagis of each
enterprise fund of the Elephant Butte Irrigatiostiict, as of October 31, 2008, and the budgetamyparisons for
the enterprise funds and the nonmajor governmémntal for the year then ended in conformity with @aating
principles generally accepted in the United StateSmerica.



Mr. Hector H. Balderas, State Auditor and
The Board of Directors

Elephant Butte Irrigation District

Las Cruces, New Mexico

Page Two

In accordance witksovernment Auditing Standards, we have also issued our report dated March 289 2B our
consideration of the Elephant Butte Irrigation Déits internal control over financial reportingagan our tests of its
compliance with certain provisions of laws, regioias, contracts, and grant agreements and otheensiatThe
purpose of that report is to describe the scopeuoftesting of internal control over financial refpoog and
compliance and the results of that testing andtmgirovide an opinion on the internal control ofieancial
reporting or on compliance. That report is angraépart of an audit performed in accordance @itiver nment
Auditing Standards and should be considered in assessing the refuwtg audit.

The management’s discussion and analysis on pagleodgh 9 is not a required part of the basicraial
statements but is supplementary information reduling accounting principles generally accepted @& Wnited
States of America. We have applied certain limitextedures, which consist principally of inquirdésnanagement
regarding the methods of measurement and presamt#tthe required supplementary information. Hesvewe
did not audit the information and express no opiroa it.

Our audit was conducted for the purpose of fornaipignions on the basic financial statements andviddal fund
financial statements presented as supplementanyration. The accompanying schedule of expenditiréederal
awards is presented for purposes of additionalyaisahs required by U.S. Office of Management anddgt
Circular A-133 Audits of Sates, Local Governments, and Non-Profit Organizations, and is not a required part of the
financial statements. The additional schedulésdias other supplementary information in the tabtmntents are
presented for purposes of additional analysis aadakso not a required part of the financial st&etst Such
information has been subjected to the auditingguioes applied in the audit of the basic finarsta@tements and, in
our opinion, is fairly stated in all material restsein relation to the basic financial statemeakeh as a whole.

Kriegel/Gray/Shaw & Co., P.C.

March 24, 2009
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ELEPHANT BUTTE IRRIGATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
OCTOBER 31, 2008

As management of Elephant Butte Irrigation Distriee offer the readers of Elephant Butte Irrigafitistrict’s financial
statements this narrative overview and analysisefinancial activities of Elephant Butte IrrigatiDistrict for the fiscal
year ended October 31, 2008. We encourage readeamnsider the information presented here in castjan with the
financial statements of Elephant Butte Irrigatioistilct and additional information provided.

Financial Highlights

o The assets of Elephant Butte Irrigation District@eded its liabilities at the close of the mosenediscal year by
$51,265,867 et assets). Of this amount, $2,718,89@restricted net assets) may be used to meet the
government’s ongoing obligations to citizens aretiors.

. The government’s total net assets decreased by&3B5The governmental activities increased by &2B(5%);
while the business-type activities decreased b@HE3 (105%).

. As of the close of the current fiscal year, ElefghBatte Irrigation District's governmental fundsparted
combined ending net assets of $523,947, an incaa&&23,701 or 4.52% in comparison with the prieay

Overview of the Financial Statements

This discussion and analysis is intended to ses\anantroduction to Elephant Butte Irrigation Eidts basic financial
statements. Elephant Butte Irrigation District'siodinancial statements comprise two componenjtgasic financial
statements and 2) notes to the financial statemEéhis report also contains other supplementaoyinétion in addition to
the basic financial statements themselves.

Government-widefinancial statements. Thegovernment-widefinancial statementsare designed to provide readers with a
broad overview of Elephant Butte Irrigation Distiscfinances, in a manner similar to a private-sebusiness.

Thestatement of net assets represents information on all of Elephant Buttigétion District’s assets and liabilities, with
the difference between the two reportedeisssets. Over time, increases or decreases in net ansgtserve as a useful
indicator of whether the financial position of Efegmt Butte Irrigation District is improving or de@ating.

Thestatement of activities presents information showing how the governmergtassets changed during the most recent
fiscal year. All changes in net assets are repatedoon as the underlying event giving rise tocthenge occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses are reported istétésnent for some items
that will only result in cash flows in future fidgaeriods (e.g., uncollected taxes and earned hused vacation leave).

Both of the government-wide financial statementistirtguish functions of Elephant Butte IrrigationsBict that are
principally supported by charges for services atetgovernmental revenugmyernmental activities) from other functions
that are intended to recover all or a significantipn of their costs through user fees and chalysmess-type activities).
The governmental activities of Elephant Butte Bitign District include local improvement districtrsices. The
business-type activities of Elephant Butte IrrigatDistrict include water distribution and maintena operations.

The government-wide financial statements can bedan pages 11 and 12 of this report.

Fund financial statements.fAnd is a grouping of related accounts that is usexddimtain control over resources that have
been segregated from specific activities or obyesti Elephant Butte Irrigation District, like ottstate, local governments
and special districts, use fund accounting to enand demonstrate compliance with finance-rel&gal requirements. All
of the funds of Elephant Butte Irrigation Distréztn be divided into two categories: governmentadifuand proprietary
funds.
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ELEPHANT BUTTE IRRIGATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
OCTOBER 31, 2008

Governmental funds. Governmental funds are used to account for essentially the sameifurscteported agovernmental
activities in the government-wide financial statements. Havewunlike the government-wide financial statements
governmental fund financial statements focusear-term inflows andoutflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Suchrimftion may be useful in evaluating a
government’s near-term financing requirements.

Because the focus of governmental funds is narrtiveer that of the government-wide financial statetigt is useful to
compare the information presenteddgovernmental fundswith similar information presented fgovernmental activitiesin
the government-wide financial statements. By dang readers may better understand the long-ternadingf the
government’s near-term financing decisions. Both governmental fund balance sheet and the govetamiemd
statement of revenues, expenditures, and chandaadnbalances provide a reconciliation to fadiitthe comparison
betweergovernmental funds andgovernmental activities.

Elephant Butte Irrigation District maintains ondiwidual governmental fund. Information is presehnseparately in the
governmental fund balance sheet and statementvehues, expenditures, and changes in funds baléorcdse water

reloan operations fund, which is considered to beranajor fund. Data from the governmental fundosibined into a
single, aggregated presentation. Individual funthdar the nonmajor governmental fund is providedhe form of

individual statements elsewhere is this report.

Elephant Butte Irrigation District adopts an anrapgropriated budget for all funds. A budgetary parison statement has
been provided for the operations and maintenanagrveonservation reloan and local improvementidisunds to
demonstrate compliance with this budget.

The basic governmental fund financial statememsbeafound on pages 13 and 14 of this report.

Proprietary funds. Elephant Butte Irrigation District maintains dgpe of proprietary fundEnterprisefundsare used to
report the same functions presentetusness-type activities in the government-wide financial statements. Elephant
Butte Irrigation District uses enterprise fundsatzount for its water distribution operations atsdwater conservation
reloan fund.

Proprietary funds provide the same type of inforamaas the government-wide financial statemently, iormore detail.
The proprietary fund financial statements providpasate information for the water distribution @iems, which is
considered a major fund of Elephant Butte Irrigatiistrict.

The basic proprietary fund financial statementslmafound on pages 15 through 19 of this report.
Notestothefinancial statements. The notes provide additional information thatssential to a full understanding of the
data provided in the basic financial statements. Adtes to the financial statements can be fourmhges 20 through 35
of this report.

Other information. Individual fund statements and schedules cambed on pages 37 through 40 of this report.
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ELEPHANT BUTTE IRRIGATION DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
OCTOBER 31, 2008

Government-wide Financial Analysis

As noted earlier, net assets may serve over tinaeuseful indicator of a government’s financialipos. In the case of
Elephant Butte Irrigation District, assets exceelallities by $51,265,867 at the close of the hresent fiscal year.

By far the largest portion of Elephant Butte Irtiga District’s net assets (95 percent) reflediitestment in capital assets
(e.g., land, buildings, machinery, equipment, weltstribution system), less any related debt usettjuire those assets
that is still outstanding. Elephant Butte IrrigatiDistrict uses these capital assets to providéces to land owners;

consequently, these assetsrateavailable for future spending. Although ElephaattB Irrigation District's investment in

its capital assets is reported net of related debhould be noted that the resources neededptry rihis debt must be

provided from other sources, since the capitaltaghemselves cannot be used to liquidate thelsiities.

Elephant Butte Irrigation District
Summary of Net Assets

Governmental Business-Type
Activities Activities Total
2008 2007 2008 2007 2008 2007
Assets:

Current assets and other assets $523,947 $500,246 7515294  $3,469,374 $3,275,94  $3,969,620
Capital assets, net 0 0 48,856,539 49,055,4148,856,53 49,055,414
Total assets $523,947 $500,246 $51,608,533 $52,524,788 $52,132,480 $53,025,034

Liabilities:

Long-term liabilities outstanding $0 $0 $641,441  $7,0569 $641,44. $1,017,059

Other liabilities 0 0 225,182 168,424  225,17: 168,424
Total liabilities 0 0 866,613 1,185,483 866,61. 1,185,483

Net Assets:

Invested in capital assets, net of

related debt 0 0 48,546,974  46,683,29148,546,97 46,683,291

Unrestricted 523,947 500,246 2,194,946 2,656,0142,718,89. 3,156,260
Total net assets 523,947 500,246 50,741,920 51,339,30551,265,86 51,839,551
Total liabilities and net assets $523,947 $500,246 $51,608,533 $52,524,788 $52,132,480 $53,025,034

The remaining balance ofirestricted net assets ($2,718,893) may be used to meet the governmamgsing obligations to
constituents and creditors.

At the end of the current fiscal year, Elephant®utigation District is able to report positivalances on both categories
of net assets, both for the government as a wisoleedl as for its separate governmental and busityg® activities.

There was a decrease of $198,875 in capital assetsted in connection with Elephant Butte IrrigatiDistrict’s
business-type activities. The majority of this @ase was the recording of current year depreciafitephant Butte
Irrigation District’'s governmental activities dotrmoaintain capital assets.

The government’s net assets decreased $892,55¢dhe current fiscal year. This decrease repteska increase in
personnel costs and related benefits due in panetgously vacant positions being filled.
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ELEPHANT BUTTE IRRIGATION DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
OCTOBER 31, 2008

Governmental activities. Governmental activities increased Elephant Bluttgation District net assets by $23,701,
Governmental activities comprise an extremely Eahifunction within Elephant Butte Irrigation Distrbngoing operating
activities, which are primarily conducted as bussype activities.

. Charges for services remained unchanged as a fsuliximum assessment rate of $5.00 per acrertiyre
assessed and the volume of acres subject to loqabiement district assessment remained uncharged a
compared to the prior fiscal year.

Elephant Butte Irrigation District
Statement of Activities

Governmental Business-type
Activities Activities Total
2008 2007 2008 2007 2008 2007

Revenues:
Program Revenues:
Charges for services $20,910 $20,881 $7,891,656 $A4B12 $7,912,566 $7,533,352
Operating grants and contributions 0 0 0 0 0 0
Capital grants and contributions 0 0 555,128 1,134,476555,128 1,134,476
General Revenues:
Unrestricted investment earnings 12,925 20,799 192,02 219,985 164,946 240,784
Other income 0 0 106,585 0 106,585 0
Gain (loss) on disposal of capital assets 0 0 79,661 00,3P5 79,661 100,395

Total revenue 33,835 41,680 8,785,051 8,967,327 8,818,886 9,009,007
Expenses:
Local improvement district operations 10,134 8,161 0 0 10,134 8,161
Water system operations and maintenance 0 0 9,2445B%78,540 9,244,584 7,778,540

Total expenses 10,134 8,161 9,244,584 7,778,540 9,254,718 7,786,701
Net increase (decrease) in net assets $23,701 $33,519 ($459,533) $1,188,787 ($435,832) $1,222,306

For the most part, increases in expenses werbuthle to expenditures of grant funds for cons@maefforts and
irrigation distribution system improvements.
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ELEPHANT BUTTE IRRIGATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
OCTOBER 31, 2008

Business-typeactivities. Enterprise activities decreased Elephant Butigelion District net assets by $459,533 thereby
accounting for all of the decline in the net asséthe District. Key elements of this decreaseaaréollows:

o Charges for services increased $379,185 (5 pert®#f),891,656 during the year. This increaseresalt of a
change in the method of assessments to includea@tswater.

. Ongoing capital grant awards decreased $579,348)§1$555,128 as grant projects to support imprergs to
Elephant Butte Irrigation District's water distrifian system were winding down to completion.

o Total revenues decreased $182,276 (2 percent)gliményear. This change is the product of a deernedsderal
grants and special use fees.

. Decreases in the District’s operating and capitahty which decreased $579,348 over the prior Gearstruction
activity funded by ongoing grant awards furnishesburces to support water distribution system imgmeents
discussed above.

Operations and M aintenance Fund Budgetary Highlights
Elephant Butte Irrigation District’s original budgeas amended during the current period due tovaHg:

Revenue:
» A decrease in special use fees.
» A decrease in anticipated interest income.
» Adecrease in the reimbursable costs originallicgrsted for the Energy and Water Development Apgation
Act and decreases in various BOR federal grants.
* Increase in auction revenues.

Ongoing drought conditions have decreased Eleatite: Irrigation District’s historical annual alloent from Bureau of
Reclamation reservoir water resulting in reduceallalsility of water to landowner constituents. Dhgithe year however,
as a result of reservoir water volume improvemeartgrvoir allocations on a per acre-foot watercation to individual
landowner-constituents were 30", 24” and 14" fecél years ending October 31, 2008, 2007 and 286p6¢ctively.

Expenditures:
* Increase in legal and consulting costs due to égmgddigation/mediation.
» Bureau and reservoir fee increases for extraorgimaintenance.
* Fuel cost increases.
e Utility increases.
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ELEPHANT BUTTE IRRIGATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
OCTOBER 31, 2008

Capital Asset and Debt Administration

Capital assets. Elephant Butte Irrigation District’s investmentdapital assets for its business type activitiesf ©&ctober
31, 2008, amounts to $48,856,539 (net of accunui@preciation). This investment in capital assetsides land and
improvements, buildings, equipment and furnishiagd the water distribution delivery system. Thaltdiecrease in
Elephant Butte Irrigation District’'s investmentdapital assets for the current fiscal year wastleesss one percent.

Major capital asset events during the current figear included the following:

o Water distribution system improvements were congplébr remain in process) totaling $744,747, ctingjof
canals, laterals, drains and waste ways.

. Purchases of machinery and equipment of $1,001968aich approximately $500,000 was paid for byngra
funding.
Business-type
Activities
October 31,
Capital Assets: 2008
Land and land improvements $38,459,774
Buildings and system 712,956
Machinery and equipment 5,797,016
Furniture and fixtures 375,081
Water distribution system 20,533,931
Construction in process 185,504
$66,064,262

Long-term debt. At the end of the current fiscal year, the Elagtutte Irrigation District had total outstandidgbt of
$397,551. Elephant Butte Irrigation District madgubstantial principal payment on the meter refoads note payable
since few constituents borrowed funds for metetaitegions.

Elephant Butte Irrigation District’s total debt deased $375,618 (37 percent) during the curresalify@ar. The key factor
in this change was accelerated repayments of oulisig obligations.
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ELEPHANT BUTTE IRRIGATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
OCTOBER 31, 2008

Economic Factors

. Reservoir capacity and actual storage, in acre feet
October 31  October 31
Capacity 2008 2007
Elephant Butte 2,210,208 576,180 325,550
Caballo 343,990 25,620 20,620
2,554,198 601,800 346,170
o Of Elephant Butte Irrigation District's 90,640 tbiaigable acres, approximately 75,000 acres aigated in
typical conditions. Crop irrigation acres as of @ar 31, 2008 and 2007 are as follows:
Acres Irrigated 68,038 67,235
Acres Fallowed 16,130 16,130
Total Acres 84,168 83,365
. Elephant Butte Irrigation District’s annual assessta remained the same for the 2008 budget yearrdibs

remain at $65.00 per water righted acre for one feat of water per acre and $10.00 per acre éoatdnserved
water. The rates remain the same for the 2008diudgr but the pricing structure changed.

During the current fiscal year, unrestricted neeésin the Water Distribution Operations fund dased to $2,194,946.
Elephant Butte Irrigation District’'s unrestrictedtrassets are available for expenditure in the 2808l year.

Requestsfor Information
This financial report is designed to provide a gahaverview of Elephant Butte Irrigation Distristfinances for all those

with an interest in the District’s finances. Quess concerning any of the information providedis teport or requests for
additional financial information should be addresgethe Controller, 530 S. Melendres, Las Crudesy Mexico 88005.

-10-
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STATEMENT OF NET ASSETS

OCTOBER 31, 2008

Governmental  Business-type
Activities Activities Total
ASSETS
Cash and temporary investments $517,555 $1,526,208 $2,043,763
Receivables, net 6,392 679,079 685,471
Inventories 0 245,018 245,018
Prepaids 0 184,122 184,122
Notes receivable 0 117,567 117,567
Capital assets, net 0 48,856,539 48,856,539
Total assets 523,947 51,608,533 52,132,480
LIABILITIES
Accounts payable and other current liabilities 0 225,172 225,172
Noncurrent liabilities:
Due within one year 0 90,451 90,451
Due in more than one year 0 307,100 307,100
Compensated absences 0 243,890 243,890
Total liabilities 0 866,613 866,613
NET ASSETS
Invested in capital assets, net of related debt 0 48,546,974 48,546,974
Unrestricted 523,947 2,194,946 2,718,893
Total net assets $523,947 $50,741,920 $51,265,867

The Notes to Financial Statements are an integral part of these statements.

-11-
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ELEPHANT BUTTE IRRIGATION DISTRICT

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED OCTOBER 31, 2008

Program Revenues Net (Expenses) Revenues and Changes in Net Assets
Operating Capital Primary Government
Charges for Grants and Grants and Governmental Business-type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Irrigation District
Governmental Activities:

Operation and maintenance $10,134 $20,910 $0 $0 $10,776 $0 $10,776

Total governmental activities 10,134 20,910 0 0 10,776 0 10,776
Business-type Activities:

Water distribution operations 9,244,584 7,891,656 0 555,128 (797,800) (797,800)
Total business-type activities 9,244,584 7,891,656 0 555,128 (797,800) (797,800)
Total irrigation district $9,254,718 $7,912,566 $0 $555,128 # $10,776 ($797,800) ($787,024)

General Revenues
Unrestricted investment earnings $12,925 $152,021 $164,946
Other income 0 106,585 106,585
Gain on sale of capital assets 0 79,661 79,661
Total general revenues 12,925 338,267 351,192
Change in net assets 23,701 (459,533) (435,832)
Net assets, beginning of year, as previously stated 500,246 51,339,305 51,839,551
Restatements 0 (137,852) (137,852)
Net assets, beginning of year, as restated 500,246 51,201,453 51,701,699
Net assets, end of year $523,947 $50,741,920 $51,265,867

The Notes to Financial Statements are an integral part of these statements.

-12-



ELEPHANT BUTTE IRRIGATION DISTRICT
NONMAJOR GOVERNMENTAL FUND

STATE OF NEW MEXICO

BALANCE SHEET
OCTOBER 31, 2008

Local
Improvement
District
ASSETS
Cash and temporary investments $517,555
Receivables:
Accounts 6,392
Total assets $523,947
LIABILITIES AND FUND BALANCE
LIABILITIES
Accounts payable $0
Total liabilities 0
FUND BALANCE
Unreserved:
Undesignated, reported in;
Special revenue fund 523,947
Total fund balances 523,947
Total liabilities and fund balance $523,947

The Notes to Financial Statements are an integral part of these statements.

-13-



ELEPHANT BUTTE IRRIGATION DISTRICT

STATE OF NEW MEXICO

NONMAJOR GOVERNMENTAL FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

FOR THE FISCAL YEAR ENDED OCTOBER 31, 2008

Local
Improvement
District
REVENUES
Charges for services $20,910
Interest 12,925
Total revenues 33,835
EXPENDITURES
Current:
Operations and maintenance 10,134
Contractual services 0
Total expenditures 10,134
Net change in fund balance 23,701
Fund balance, beginning of year 500,246
Fund balance, end of year $523,947

The Notes to Financial Statements are an integral part of these statements.

-14-
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ELEPHANT BUTTE IRRIGATION DISTRICT
PROPRIETARY FUNDS

STATEMENT OF NET ASSETS
OCTOBER 31, 2008

Business-type Activities - Enterprise Funds

Nonmajor Fund

Water Water
Distribution Water Meter Conservation Totals
Operations Reloan Reloan Current Year
ASSETS
Current Assets:
Cash and temporary investments $1,490,944 $165 $35,099 $1,526,208
Accounts receivables, net of allowance ($6,006)
Accounts 242,044 0 0 242,044
Grant revenue receivable 304,469 0 0 304,469
Other 132,566 0 0 132,566
Notes receivable - current maturities 8,920 26,194 9,500 44,614
Inventory 245,018 0 0 245,018
Prepaid expenses 184,122 0 0 184,122
Due from other funds 0 0 0 0
Total current assets 2,608,083 26,359 44,599 2,679,041
Noncurrent Assets:
Notes receivable - net of current maturities 0 55,736 17,217 72,953
Capital Assets:
Land 38,459,774 0 0 38,459,774
Building and improvements 712,956 0 0 712,956
Equipment and vehicles 5,797,016 0 0 5,797,016
Furniture and fixtures 375,081 0 0 375,081
Irrigation distribution system 20,533,931 0 0 20,533,931
Construction in process 185,504 0 0 185,504
66,064,262 0 0 66,064,262
Less: accumulated depreciation (17,207,723) 0 0 (17,207,723)
Total capital assets 48,856,539 0 0 48,856,539
Total noncurrent assets 48,856,539 55,736 17,217 48,929,492
Total assets $51,464,622 $82,095 $61,816 $51,608,533

The Notes to Financial Statements are an integral part of these statements.

-15-
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ELEPHANT BUTTE IRRIGATION DISTRICT
PROPRIETARY FUNDS
STATEMENT OF NET ASSETS
OCTOBER 31, 2008

Business-type Activities - Enterprise Funds

Nonmajor Fund

Water Water Meter Water
Distribution Reloan Conservation Totals
Operations Fund Reloan Current Year
LIABILITIES AND NET ASSETS
Current liabilities:
Notes payable - current maturities $61,630 $28,821 $0 $90,451
Accounts payable 111,658 0 0 111,658
Accrued expenses 111,454 2,060 0 113,514
Deferred revenue 0 0 0 0
Due to other funds 0 0 0 0
Total current liabilities 284,742 30,881 0 315,623
Noncurrent Liabilities:
Notes payable - net of current maturities 247,935 59,165 0 307,100
Compensated absences 243,890 0 0 243,890
Total noncurrent liabilities 491,825 59,165 0 550,990
Total liabilities 776,567 90,046 0 866,613
Net Assets:
Invested in capital assets, net of related debt 48,546,974 0 0 48,546,974
Unrestricted 2,141,081 (7,951) 61,816 2,194,946
Total net assets 50,688,055 (7,951) 61,816 50,741,920
Total liabilities and net assets $51,464,622 $82,095 $61,816 $51,608,533

The Notes to Financial Statements are an integral part of these statements.
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STATE OF NEW MEXICO

ELEPHANT BUTTE IRRIGATION DISTRICT
PROPRIETARY FUNDS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

FOR THE FISCAL YEAR ENDED OCTOBER 31, 2008

Business-type Activities - Enterprise Funds

Nonmajor Fund

Water Water
Distribution Water Meter Conservation Totals
Operations Reloan Reloan Current Year

OPERATING REVENUES:
Charges for services $7,348,481 $124,265 $0 $7,472,746
Operating agreements and other 418,910 0 0 418,910

Total operating revenues 7,767,391 124,265 0 7,891,656
OPERATING EXPENSES:
Personnel services 4,121,816 18,250 0 4,140,066
Employee benefits 1,256,799 0 0 1,256,799
Contractual services 780,128 0 0 780,128
Operations and maintenance 1,116,346 106,015 0 1,222,361
Administration and other operating 955,149 0 0 955,149
Depreciation 868,429 0 0 868,429

Total operating expenses 9,098,667 124,265 0 9,222,932

Operating income (loss) (1,331,276) 0 0 (1,331,276)
NON-OPERATING REVENUES (EXPENSES)
Intergovernmental grants 555,128 0 0 555,128
Interest income 148,832 1,790 1,399 152,021
Gain on disposal of fixed assts 79,661 0 0 79,661
Insurance recovery 106,585 0 0 106,585
Interest expense (14,607) (7,045) 0 (21,652)

Total non-operating revenues (expenses) 875,599 (5,255) 1,399 871,743

Change in net assets (455,677) (5,255) 1,399 (459,533)
Net assets, beginning of year, as previously stated 51,281,584 (2,696) 60,417 51,339,305
Restatements (137,852) 0 0 (137,852)
Net assets, beginning of year, as restated 51,143,732 (2,696) 60,417 51,201,453
Net assets, end of year $50,688,055 ($7,951) $61,816 $50,741,920

The Notes to Financial Statements are an integral part of these statements.
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STATE OF NEW MEXICO

ELEPHANT BUTTE IRRIGATION DISTRICT
PROPRIETARY FUNDS

STATEMENT OF CASH FLOWS

FOR THE FISCAL YEAR ENDED OCTOBER 31, 2008

Business-type Activities - Enterprise Funds

Nonmajor Fund

Water Water
Distribution Water Meter Conservation Totals
Operations Reloan Reloan Current Year

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $7,731,277 $124,265 $0 $7,855,542
Payment to vendors (2,813,709) (106,015) 0 (2,919,724)
Payments to and on behalf of employees (5,346,836) (18,250) 0 (5,365,086)

Net cash provided (used) by operating activities (429,268) 0 0 (429,268)
CASH FLOWS FROM NONCAPITAL AND RELATED
FINANCIAL ACTIVITIES
Notes payable 0 0 0 0
Issuance of notes receivable 0 (81,930) 0 (81,930)
Receipts on notes receivable 2,941 0 4,886 7,827
Repayment of long-term debt (62,558) (344,839) 0 (407,397)
Interest paid on long-term debt (14,607) (7,678) 0 (22,285)
Advance from/(to) other funds 168 (168) 0 0

Net cash provided (used) by noncapital and

related financial activities (74,056) (434,615) 4,886 (503,785)
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Proceeds from capital grants 109,536 0 0 109,536
Proceeds from sale of capital assets 79,661 0 0 79,661
Purchase of capital assets (672,993) 0 0 (672,993)
Proceeds from insurance recoveries 106,585 0 0 106,585
Capital assets expensed (transferred) 3,439 0 0 3,439

Net cash provided (used) by capital and related

financial activities (373,772) 0 0 (373,772)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest income 148,832 1,790 1,399 152,021

Net cash provided by investing activities 148,832 1,790 1,399 152,021

Net increase (decrease) in cash and

temporary investments (728,264) (432,825) 6,285 (1,154,804)
Cash and temporary investments, beginning of year 2,219,208 432,990 28,814 2,681,012
Cash and temporary investments, end of year $1,490,944 $165 $35,099 $1,526,208

The Notes to Financial Statements are an integral part of these statements.
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STATE OF NEW MEXICO
ELEPHANT BUTTE IRRIGATION DISTRICT

PROPRIETARY FUNDS

STATEMENT OF CASH FLOWS

FOR THE FISCAL YEAR ENDED OCTOBER 31, 2008

Business-type Activities - Enterprise Funds

Nonmajor Fund

Water Water
Distribution Water Meter Conservation Totals
Operations Reloan Reloan Current Year
Reconciliation of operating income (loss)
to net cash provided (used) by operating
activities:
Operating income (loss) ($1,331,276) $0 $0 (%$1,331,276)
Adjustments to reconcile operating income (loss)
to net cash provided (used) by operating activities:
Depreciation expense 868,429 0 0 868,429
Allowance for uncollectible accounts (1,761) 0 0 (1,761)
(Increase) decrease in:
Accounts receivable (34,353) 0 0 (34,353)
Inventory (6,386) 0 0 (6,386)
Prepaid expenses (16,352) 0 0 (16,352)
Increase (decrease) in:
Accounts payable 24,870 0 0 24,870
Accrued expenses 35,782 0 0 35,782
Accrued compensated absences 31,779 0 0 31,779
Net cash provided (used) by
operating activities ($429,268) $0 $0 ($429,268)

The Notes to Financial Statements are an integral part of these statements.
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STATE OF NEW MEXICO

ELEPHANT BUTTE IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Elephant Butte Irrigation District (District) wasganized on June 15, 1918, by agreement with tlitetl8tates Bureau of
Reclamation resulting in the contractual dissolutid Elephant Butte Water Users Association andrdesfer of rights,
benefits, privileges, liabilities and project reues of the irrigation system. The statutory authidor the District is
designated as section 79-10-1 of the New Mexictugts Annotated (NMSA 1978).

The District was established as an agriculturgyation district in cooperation with the United $®tBureau of

Reclamation. The District’s governing body operatéh a nine member board of directors elected ftoenlandholders

and water users within the boundaries of the Ristfihe District is responsible for the operatiod anaintenance of the
water distribution system and improvements of Partleasburg and Mesilla diversion dams, includhng ¢anal and

drainage system and structures. The physical boigsdzegin approximately 1.5 miles south of Cabialin extending to

the New Mexico-Texas state line. Currently, thetiishas 90,640 water righted acres availablarfagation.

The significant accounting policies and procedwfeke District are more fully described below.

Financial Reporting Entity

The accompanying financial statements presentittadd, who is not a component unit to any goveental agencies. The
District, itself, has no component unit entitiedasined by applying the criteria set forth in GASIB.14.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e.statement of net assets and the statement ofehanget assets) report
information on all of the activities of the primaggvernment. For the most part, the effect of foteat activity between
governmental activities and business-type act#/figs been eliminated in these statemésager nmental activities, which
normally are supported by taxes and intergovernah@éatenues, are reported separately fhusiness-type activities,
which rely to a significant extent on fees and gearfor support.

The government-wide statement of activities denratest the degree to which the direct expenseg efitious functional
activities and segments of the District are offsgbrogram revenueDirect expenses are those that are clearly identifiable
with a specific function or segmenrogram revenues include charges to customers or applicants whecthr benefit
from goods, services or privileges provided bywaegifunction or segment. Program revenues alsadecgrants and
contributions that are restricted to meeting theraponal or capital requirements of a particularction or segment,
including special assessments. Taxes and othes wetproperly included as program revenues amarteghas general
revenues. The general revenues support the netafote functions and segments not covered byranogevenues.

Separate financial statements are provided for mowental and proprietary funds. There were no madividual

governmental funds with one major and two nonmiajdividual enterprise funds and are reported aarseép columns in
the fund financial statements.
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STATE OF NEW MEXICO
ELEPHANT BUTTE IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

M easur ement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reparsing theconomic resour ces measurement focus and theaccrual
basis of accounting. Revenues are recorded when earned and expemsescarded when the liability is incurred,
regardless of the timing of related cash flows. &Waissessments are recognized as revenues inahyevhich the
assessment is billed. Grants and similar itemsema@gnized as revenues as soon as all eligitelifyirements imposed by
the provider have been met.

Governmental fund financial statements are reparséty thecurrent financial resour ces measurement focusand modified
accrual basis of accounting. Revenues are recognized as soon as they arengatsurable and available. Revenues are
considered to be available when they are collextilithin the current period or soon enough theeeadt pay liabilities in

the current period. For this purpose, the Distiarisiders revenues to be available if they arectt within 60 days of
the end of the current fiscal period. Expenditugeserally are recorded when a liability is incurrad under accrual
accounting.

Only the portion of special assessments receivéilbdewithin the current fiscal year is consideredaosusceptible to
accrual as revenue of the current period and hese tecognized as revenues of the current fisdaldo@s under accrual
accounting, grants and similar items are recogn&edevenue as soon as all eligibility requireménizosed by the
provider have been met. All other revenue itemgansidered to be measurable and available onlpwheh is received
by the government.

The District reports the following nonmajor govermal fund:

Thelocal improvement district special revenue fund accounts for special assedsrtexied on properties within the
District.

The District reports the following proprietary fund

Major Proprietary Fund

The Water Distribution Operations Fund is the District’s primary operating fund. It acesi for all financial resources of
the District, except those required to be accoufdaeth another fund.

TheWater Meter Reloan Funds account for funds advanced from the New Mexicerstate Stream Commission to be
loaned to individual land owners for water meterchases and installation.

Nonmajor Proprietary Fund

The Water Reloan Operations account for funds advanced from the New Mexicerbtate Stream Commission and loaned
to individual landowners for water conservationjgcts.

Amounts reported garogram revenues include 1) charges to customers or applicantgdads, services, or privileges

provided, 2) operating grants and contributionsl @&ncapital grants and contributions, includingapl assessments.
Internally dedicated resources are reportegeaeral revenues rather than as program revenues.
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STATE OF NEW MEXICO

ELEPHANT BUTTE IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial statements for proprietary funds usegbenomic resources measurement focus and the hbasia of
accounting. Under the accrual basis of accountawgnues are recognized when earned and expeases@gnized when
incurred.

Proprietary funds distinguish operating revenuesexpenses from nonoperating items. Operating tmgand expenses
generally result from providing services and pradgand delivering goods in connection with a prejary fund’s
principal ongoing operation. The principal opergthevenues of thevater distribution operations fund are the water
righted assessments and charges to customersdsiasal services. Operating expenses for the eiseefpnds include the
cost of sales and services, administrative expersesdepreciation on capital assets. All reverangs expenses not
meeting this definition are reported as nonopegatwenues and expenses. When both restrictedaestiicted resources
are available for use, it is the District’s polioyuse restricted resources first, the unrestricedurces as they are needed.

Private-sector standards of accounting and finarejerting issued prior to December 1, 1989, galheare followed in
both the government-wide and proprietary fund foiarstatements to the extent that those standardst conflict with or
contradict guidance of the Governmental Accoungigndards Board. Governments also havespkien of following
subsequent private-sector guidance for their basige activities and enterprise funds, subjeitigsame limitation. The
District has elected not to apply FASB statementbiaterpretations issued after November 30, 1989.

Assets, Liabilities and Net Assets

Depositsand I nvestments

The District is authorized under the provision €f@®10 NMSA 1978, as amended, to deposit its manbginks, savings
and loan associations and/or credit unions whosausts are insured by an agency of the United Stélkee District's cash
and cash equivalents are considered to be caslam klemand deposits and short-term investments avigjinal
maturities of three months or less from the datacgjuisition.

All money not immediately necessary for the pubbes of the District may be invested in:

a. bonds or negotiable securities of the United StaitesState or any county, municipality or schdstritt which
has taxable valuation of real property for the paisteding year of at least one million dollars@0,000) and has
not defaulted in the payment of any interest dkisimfund obligation or failed to meet any bond urdies at any
time within the preceding five years; or

b. securities that are issued by the United StatesfBovent or by its agencies or instrumentalities #na either
direct obligations of the Unites States or are bddby the full faith and credit of the United Staovernments or
agencies guaranteed by the United States Governaraht

c. contracts with banks, savings and loan associatiortgedit unions for the present purchase andeedaa
specified time in the future of specific securigspecified prices as a price differential repngisg the interest
income to be earned by the investor. The conttzat be on the books of the financial institutiankeeing the
property of the investor and designation shalldr@@mporaneous with the investment. The contradiisé fully
secured by obligations of the United States haangarket value of at least one hundred two peroktite
contract. The contract required for investmenhidontracts provided for in the subsection steedifipwn on the
books of the financial institution as being thegany of the investor and the designation shatidseemporaneous
with the investment. State statutes authorize nlrestment of District funds in a wide variety offruments
including certificates of deposit and other simdatigations, state investment pool, money markevants, and
United States Government obligations.

-22-



STATE OF NEW MEXICO

ELEPHANT BUTTE IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Pursuant to Section 6-10-10.1 NMSA 1978, as amenfhbe District is unable to receive payment oiblic money at the
rate of interest as set forth in Section 6-10-36ML978 from financial institutions within the geaghic boundaries of
the governmental unit, then a local public finaaffieial having money of that local public bodydastody not required for
expenditure within thirty days or less may, witk tonsent of the appropriate local board of finaiiesy, remit some or
all of such money to the state treasurer, bankimgsand loan associations or credit unions fpiodé for the purpose of
short-term investment as allowed by law.

Before any local funds are invested or reinvesbedife purpose of short-term investment pursuaBeiction 6-10-10.1
NMSA 1978, as amended, the local public body firaofficial shall notify and make such funds avdiatp banks,

savings and loan associations and credit uniorgddavithin the geographical boundaries of thaipegtive governmental
unit, subject to the limitation on credit union aaats. To be eligible for such funds, the finaniciatitution shall pay to the
local public body the rate established by the statesurer pursuant to a policy adopted by the $taard of finance for
such short-term investments.

State regulations require that uninsured demandsditspand deposit-type investments such as cettficof deposit, be
collateralized by the depository thrift or bankingtitution. Currently, state statutes require ghatinimum of fifty percent
(50%) of uninsured balances on deposit with anyistéution must be collateralized, with highequ&ements up to one
hundred percent (100%) for financially troubledtitogions. If the securities pledged are Unitedt&agovernment
securities, they are pledged at market value gif ire New Mexico municipal bonds, they are pledafguhar value.

In accordance with Federal Deposit Insurance Aithgoublic unit deposits are funds owned by thetidt. Time
deposits, savings deposits and interest bearing N@WWunts of a public unit in an institution in geme state will be
insured up to $250,000 in aggregate and sepamatetfre $250,000 coverage for public unit demanadsiépat the same
institution.

The State Treasurer Local Government InvestmeritiPoot registered with the Securities and Exclea@gmmission.
Section 6-10-10.1, NMSA 1978, empowers the Stagadurer, with the advice and consent of the Staded®f Finance,
to invest money held in the short-term investmands in securities that are issued by the UnitateSigovernment or by
it's departments or agencies and are either baokete full faith and credit of the United Statesvgrnment or are
agencies sponsored by the United States governiifent.ocal Government Investment Pool investmeastgnitored by
the same investment committee and the same pdiaébprocedures that apply to all other state inversts. The pool does
not have unit shares; at the end of each monthtalest earned is distributed by the State Tremgtarthe contributing
entities in amounts directly proportionate to thgpective amounts deposited in the fund and tiggHer time the amounts
of the fund were invested. Any unrealized gainoss on the portfolio is distributed through thedstment yield on
distribution dates. The carrying amount of the fotic approximates the fair value of all investrrgeat October 31, 2008.
The State of New Mexico is the regulatory oversigtity and participation in the pool is voluntary.

The District’s cash and cash equivalents are censttito be cash on hand, demand deposits andtsharinvestments

with original maturities of three months or lessnfrthe date of acquisition. Cash and temporansinvents for the District
are reported at fair value.

-23-
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ELEPHANT BUTTE IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Receivables

The District recognizes water assessment receisalglieof any allowance for uncollectible accountsen applicable. The
related assessment revenues are recognized whed, lievconjunction with the receivables, net direated refunds. All

other receivables are reported at their gross vahae where appropriate, are reduced by the estihpadrtion that is
expected to be uncollectible.

Water assessments are levied on November 1 bagbé tandowner’s water righted acres containetiégnandowner’s
property deed records. Water assessments uncdllefter February 1 are considered delinquent. iDisiissessments
attach as an enforceable lien on the property &slofuary 1.

Inventories and Prepaid Items

Inventories are recorded at the lower of cost orketaon a FIFO basis, and consist of operatingspanaterials and
supplies held for use in operations and are recaadénventory when purchased. Inventory issuan@edomplished with
departmental procurement supply requisitions itiitgathe recognition of materials and supplies esee

Certain payments to vendors for items that incindarance and water irrigation system maintenagosements with the
New Mexico Interstate Stream Commission reflectapplicable to future accounting periods andererded as prepaid
items in both the government-wide and fund finanstatements.

Notes Receivable

Notes receivable are comprised of the Districtimgmnistration of loans advanced from the New Mexiderstate Stream
Commission on behalf of landowners for the consitmacand/or renovation of landowner irrigation stures. Repayment
terms for the District’s reloan fund are generédlyfive (5) years with interest payable at two amé half percent (2.5%),
due semi-annually. Repayment terms for loans adbtadandowners from the District's operations arahtenance fund
for similar construction and renovation projects payable annually and are non-interest bearing.abllove notes are
secured by deed and mortgage agreements.

Capital Assets

Capital assets, which include property, plant, pongint, and water irrigation system assets (e.qusgdeanals, diversions,
laterals, and similar items), are reported in tpeliaable governmental or business-type activitekimns in the
government-wide financial statements. Capital asset defined by the District as assets with aralnindividual cost of
more than $5,000 (amount not rounded) and an estimseseful life in excess of one year. Such assetsecorded at
historical cost or estimated historical cost ifghased or constructed. Pursuant to the implementatiGASB No. 34, the
historical cost of infrastructure assets, (retrivadb 1979) are included as part of the governalexapital assets reported
in the government-wide financial statements. Dahat#pital assets are recorded at estimated faievat the date of
donation.

The costs of normal maintenance and repairs thabtadd to the value of the asset or materiatigrekassets lives are not

capitalized. Major outlays for capital assets angrovements are capitalized as projects are cartettuNo interest was
included as part of the cost of capital assetseplat service or under construction during theenirfiscal year.
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ELEPHANT BUTTE IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, plant, and equipment of the Districtdgpreciated using the straight-line method ovefdhewing estimated
useful lives:

Assets Years
Land improvements 40
Buildings and system 40
Machinery and equipment 3-10
Furniture and fixtures 5-10
Irrigation distribution system 25-50

Deferred Revenue

Accounting principles generally accepted in thetebhiStates of America require that grant revenuebegnized at the
time the related expense is made if the expenditdréunds is the prime factor for determining dbidity for
reimbursement.

Compensated Absences

District employees are entitled to certain compgtkabsences based on length of employment. Withrmakceptions, the
District allows full-time employees to accumulateused sick leave to a maximum of 600 hours. Foietemployees

accrue 3.08 hours of sick leave in each pay pariaighty (80) hours of regular paid time. Howewsrcumulated sick

leave is not eligible for payment to terminatingpdoyees. Earned vacation, up to the amount the@replaccrues each
year, is allowed to be carried over from one cadeygar to the next. Upon termination, employeedl sbceive payment

for unused, accrued vacation. All vacation pagasrued when incurred in the operations and maamies proprietary

fund financial statement. A liability for these anmds is reported in accrued expenses for amouatta/ithbe used or have
matured, for example, as a result of employee mesigns and retirements. The noncurrent balamepated as long-term
debt.

Service Years Vacation Hours Earned
1-3 3.08
4-6 3.69
7-9 4.31
10-12 4.621t05.23
13-14 5.451t0 5.85
15+ 6.15

Long-Term Obligations
In the government-wide financial statements, aredtioprietary fund types in the fund financialetagnts, long-term debt

and other long-term obligations including compeedatbsences, are reported as liabilities in thiécgigbe governmental
activities, business-type activities, or proprigtiamd type statement of net assets.
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ELEPHANT BUTTE IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Net Assets and Fund Equity
In the government wide financial statements, fuguity represents the following:

* Invested in capital assets, net of related delftis Tomponent of net assets consists of capitatagwluding
restricted capital assets, net of accumulated digien and reduced by the outstanding balancesybonds,
notes, or other borrowings that are attributabld&acquisition, construction, or improvementtafse assets.

» Restricted - This component of net assets corgistinstraints placed on net asset use throughhexonstraints
imposed by creditors (such as through debt covehagtantors, contributors, or law or regulatiofiother
governments. It also pertains to constraints imgdselaw or constitutional provisions or enabliegiklation.

» Unrestricted - This component of net assets cansfatet assets that do not meet the definitidmnesttricted” or
“invested in capital assets, net of related debt.”

In the fund financial statements governmental fuleg®rt reservations of fund balance for amourdsare not available
for appropriation or are legally restricted by adesparties for use for a specific purpose. Dedigna of fund balance
represent tentative management plans that arecsubjehange.

Restricted and Unrestricted Revenue

Amounts reported as program revenues include Ipekdo customers for services or privileges prewj®) operating
grants and contributions, and 3) capital grants @mdributions. Proprietary funds distinguish opiegrevenues and
expenses from nonoperating items. Operating reveame expenses generally result from providing isesvand
producing and delivering goods in connection wittr@prietary fund’s principal ongoing operations.

The principal operating revenues of the proprietangls are special assessment charges to landofengrigation water

services. When both restricted and unrestrictegureges are available for use, it is the Distripitdicy to use restricted
resources first, then unrestricted resources, &sdte needed. The governmental fund's primarycecnfrrevenue is a
special assessment for District use to maintainrepdir certain watershed structures and draingseras with the

geographic boundaries of the District.

Estimates
The preparation of financial statements in confoymith accounting principles generally acceptethamUnited States of

America requires management to make estimates ssuingptions that affect certain reported amountsdisalosures.
Accordingly, actual results could differ from thosgtimates.
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NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008
NOTE 2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

The District’s Treasurer/Manager and Controllermsiilio the District’s Board of Directors on or begoAugust 31, a

proposed operating budget for the fiscal year conuing the following November 1. The operating budgeludes

proposed expenditures and the means of financieg.tiBudget meetings are conducted from June tceSwyer to
formulate the proposed operating budgets. Uponaappiby the State of New Mexico Department of Foeuand
Administration (DFA), the budget is legally enactbdough passage of the budget resolution. TheiftistBoard of

Directors is authorized to transfer budgeted anmowithin departments within any fund; however, egwsions that alter
the total expenditures of any fund must be apprdethe DFA.

Formal budgetary integration is employed as a mamagt control device during the year for the Spé&sgarenue Fund.
Budgets for the District's governmental activitees adopted on a basis that is not in accordarntbewagounting principles
generally accepted in the United States of AmdfEdP). The budgets secure appropriations for ongnear. All annual
appropriations lapse at fiscal year end. Budgeteolats are as originally adopted, or as amendéadpistrict’'s Board
of Directors. Budgets adopted for business-typiwities or proprietary fund types represent finahplans based on the
accrual basis of accounting and are amended ascfalanformation becomes available.

Encumbrance accounting, under which purchase gmmrgacts and other commitments for the experedd@fimonies are
recorded in order to reserve that portion of thpliapble appropriation, is not employed as an esiten of formal
budgetary integration in the District's governméiattad business-type activity funds.

NOTE 3. DEPOSITSAND TEMPORARY INVESTMENTS

Cash and temporary investments as of October B,20e classified as and comprised of in the apamying financial
statements as follows:

Cash and cash equivalents — unrestricted $2,043,763
Cash on hand $1,500
Deposits held with financial institutions 433,045
Deposits held with NM State Treasurer 1,609,218

$2,043,763

Authorized Deposits and | nvestments

Under provisions of New Mexico Statutes Annotateé, District may invest in certain types of depasitl investment
accounts as listed in Note 1 (C)(1) to the finanstatements.
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NOTE 3. DEPOSITSAND TEMPORARY INVESTMENTS (CONTINUED)

Custodial Credit Risk

Custodial credit risk for deposits is the risk thiathe event of the failure of a depository fio@hinstitution, a government
will not be able to recover its deposits or willtio@ able to recover collateral securities thatiathe possession of an
outside party. The District has not adopted a dépad investment policy with policy requiremertiat would limit the
exposure to custodial credit risk for depositseotinan the following provision for deposits: Staturequire collateral
pledged for deposits in excess of the federal dejpesirance to be delivered, or a joint safekegpateipt be issued, to the
District for at least one half (50 percent) of #mount on deposit with the institution.

At October 31, 2008, of the District’'s bank balan€&534,108, $298,568 was exposed to custodiditaiek because it
was uninsured and the collateral was held by tedgihg bank’s trust department, not in the Disginame. At October
31, 2008, the carrying amount or book balance e$¢tdeposits was $433,045.

The schedule below discloses the insured portidgheoDistrict’s deposits:

Bank of
The West
Total of deposit in bank (Schedule 1) $534,108
Less: FDIC coverage 235,540
Total uninsured public funds $298,568
Pledged collateral held by the pledging bank’s agehin the District's name ($825,000)
Uninsured and uncollateralized 0
102% Pledged collateral requirement per statute $304,539
50% Pledged collateral requirement per statute 0
Securities pledged (Schedule 11) (825,000)
Pledged collateral (over) under the requirement ($520,461)
October 31, 2008: Rating Value at October 31, 2008
New Mexico GROW LGIP AAA $2,528,002 — 37.48 day WAM
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STATE OF NEW MEXICO

ELEPHANT BUTTE IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008

NOTE 4. RECEIVABLES

Receivables as of October 31, 2008, for the Didrindividual major funds in the aggregate, indhgithe applicable
allowances for uncollectible accounts, are as faito

Water Nonmajor

Distribution  Governmental
Operations Fund Totals

Receivables:

Accounts $248,050 $6,392 $254,442
Grant revenue 304,469 0 304,469
Other — Dona Ana County 132,566 0 132,566
Gross receivables 685,085 6,392 691,477
Less: allowance for uncollectible accounts (6,006) 0 (6,006)
Net receivables $679,079 $6,392  $685,471

The District retains the authority to enforce ligghts on delinquent landowner accounts when nomgay of water
assessments occurs. However, an allowance fotladiiiole accounts is established based on histbiiends in actual

account collections on assessments reflectingeéheealizable value of amounts due for fiscal yarating October 31,
2008.
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STATE OF NEW MEXICO

ELEPHANT BUTTE IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008

NOTE 5. CAPITAL ASSETS

Capital asset activity for the District's entergrigater distribution operations fund consists effttlowing at October 31,
2008:

Balance Balance
October 31, October 31,
2007 Additions Retirements  Transfers 2008
Business-type activities:
Water Distribution Operations
Capital assets not being depreciated:
Land $38,459,774 $0 $0 $0 $38,459,774
Construction in progress 109,765 145,549 0 (69,810) 185,504
Total capital assets not being
depreciated 38,569,539 145,549 0 (69,810) 38,645,278
Capital assets being depreciated:
Buildings and system 712,956 0 0 0 712,956
Machinery and equipment 5,962,254 239,558 (404,796) 0 5,797,016
Furniture and fixtures 368,141 14,560 (7,620) 0 375,081
Irrigation distribution system 20,194,234 273,326 0 66,371 20,533,931
Total capital assets being
depreciated 27,237,585 527,444 (412,416) 66,371 27,418,984
Total capital assets 65,807,124 672,993 (412,416) (3,439) 66,064,262
Less: accumulated depreciation
Buildings and system (508,455) (11,405) 0 0 (519,860)
Machinery and equipment (4,506,830) (410,919) (404,796) 0 (4,512,953)
Furniture and fixtures (275,375) (34,396) 7,620 0 (302,151)
Irrigation distribution system (11,461,050) (411,709) 0 0 (11,872,759)
Total accumulated depreciation (16,751,710) (868,429) 412,416 0 (17,207,723)
Total capital assets, net $49,055,414 ($195,436) $0 ($3,439) $48,856,539

Depreciation expense of $868,429 was charged iDistact’s water distribution operations fund foe fiscal year ended
October 31, 2008.

-30-
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ELEPHANT BUTTE IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008
NOTE 6. ACCOUNTSPAYABLE AND ACCRUED EXPENSES

Accounts payable and other current liabilities 8®ctober 31, 2008 for the District’'s funds arda@ows:

Water Nonmajor

Distribution Enterprise
System Fund Totals
Accounts Payable $111,658 $0 $111,658
Accrued Interest 883 2,060 2,943
Accrued Payroll Taxes 36,451 0 36,451
Deferred Revenue 0 0 0
Accrued Payroll 74,120 0 74,120
Total accounts payable and other current liakdlitie $223,112 $2,060 $225,172

NOTE 7. LONG-TERM DEBT
The following summarizes long-term debt and relatieanges during the year ended October 31, 2008:

Business-type activities

New Mexico | nter state Stream Commission:

Face Rate Dated Maturity Amount
Water Distribution Operations $300,000 2.50% 12/05/2001 08/31/2020 $211,362
Current maturities (13,980)
$197,382
Water Meter Reloan Operations  $432,825 1.75% 06/30/2007 06/30/2012 $87,986
Current maturities (28,821)
$59,165
Compass Bank:
Water Distribution Operations $225,000 7.00% 10/28/2005 11/28/2020 $98,203
Current maturities (47,650)
$50,553

-31-



STATE OF NEW MEXICO

ELEPHANT BUTTE IRRIGATION DISTRICT

NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008

NOTE 7. LONG-TERM DEBT (CONTINUED)

Balance Balance Amount Due
October 31, October 31, Within One
Business-type Activities 2007 Additions Retirements 2008 Year
Water Distribution Operations:
Notes payable $372,123 $0 ($62,558) $309,565 $61,630
Water Meter Reloan Operations:
Notes payable 432,825 0 (344,839) 87,986 28,821
804,948 0 (407,397) 397,551 90,451
Water Distribution Operations:
Compensated absences 212,111 115,514 (83,735) 243,890 0
$1,017,059 $115,514 ($491,132) $641,441 $90,451

Notes payable debt service requirements to mataréyas follows:

Business-type Activities Operations and Maintenance Water Meter Reloan &ipas
Year Ended October 31, Principal Interest Principal Interest
2009 $61,202 $11,190 $28,821 $1,540
2010 65,389 7,266 29,326 1,035
2011 19,402 4,606 29,839 522
2012 15,034 4,211 0 0
2013 15,409 3,835 0 0
2014 - 2018 83,001 13,199 0 0
2019 — 2022 50,128 2,771 0 0
$309,565 $47,078 $87,986 $3,097
Interest charged to expense for the year endedb@c8i, 2008 was:
Water Water
Distribution Meter
Business-type Activities System Reloan Total
Interest expense $14,607 $7,045 $21,652
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ELEPHANT BUTTE IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008

NOTE 8. PENSION PLAN

The District contributes to a defined contributipension plan adopted under the provision of IntfeRevenue Code
Section 401.

A defined contribution pension plan provides pendienefits in return for services rendered, pravide individual
account for each participant, and specifies howridmutions to the individual’'s account are to béedmined instead of
specifying the amount of benefits the individualdgeceive. Under a defined contribution pengilam, the benefits a
participant will receive depend solely on the anmtatontributed to the participant’s account andrétaerns earned on
investments on those contributions.

As established on May 12,1999, the Board of dimscapproved a resolution establishing the plancemduly 26, 1999,
entered in an Agreement with the International @itsnagement Association Retirement Corporation (KGMo
administer the plan for District employees. Thelnational Management Association Retirement Taashmon law trust,
is governed by an elected board of trustees oviaggegtirement funds held by state and local govemtal entities and
their employees. ICMA acts as the investment adisthe Trust.

Employees of the District participating in the Deéel Compensation Plan before PERA was adopteél@ible to
participate. The District is required to contribéé of the employee’s gross earnings. Contributigribe District belong
to the participant upon retirement or terminatiprgvided the vesting requirements have been sadisfi

The vesting provision for all employees is as faHo

0% after 1 years of completed service
0% after 2 years of completed service
100% after 3 years of completed service

During the year ended October 31, 2008, the Di&niequired and actual contribution amount of B2, was 7% of its
current and 7% of its prior year covered payroll.

NOTE 9. DEFERRED COMPENSATION PLAN

Eligible employees of the District may participategconjunction with the Pension Plan above, iefeded compensation
plan adopted under the provision of Internal Reee@ode Section 457 (Deferred Compensation PlamsRéspect to
Service for State and Local Governments). The dsdezompensation plan is available to all employddke District.
Under the plan, employees defer a portion of tealaries and avoid paying taxes on the deferretiopountil the
withdrawal date. The deferred compensation amaumbt available for withdrawal by employees urgiintination,
retirement, death, or unforeseeable emergency.

All contributions withheld from employee/particiganwages by the District have been paid to the RPldministrator.
Employee contributions withheld and remitted to pten were $9,087, for the year ended October G282
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ELEPHANT BUTTE IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008

NOTE 10. PERA PENSION PLAN

The District elected to participate in New Mexiaabitic Employee Retirement Association effective Riaer 13, 2005,
under Municipal Plan 1.

Plan Description. Substantially all of the Elephant Butte IrrigatiDistrict’s full-time employees participate in alpic
employee retirement system authorized under thédEimployees Retirement Act (Chapter 10, ArticleNIMSA 1978).
The Public Employees Retirement Association (PERANe administrator of the plan, which is a cdstring multiple-
employer defined benefit retirement plan. The pliaovides for retirement, disability benefits, swoii benefits, and cost-
of-living adjustments to plan members and beneiesa PERA issues a separate, publicly availablnitial report that
includes financial statements and required suppiang information. The report may be obtained biting to PERA,
P.O. Box 2123, Santa Fe, New Mexico 87504-2123. e Taport is also available on PERA's website at
www.pera.state.nm.us.

Funding Policy. Plan members are required to contribute 7.08edf gross salary. The Elephant Butte Irrigatiostiit
is required to contribute 7% for employees. Thetdoution requirements of plan members and the ldep Butte
Irrigation District are established under ChaptrArticle 11 NMSA 1978. The requirements may beaded by acts of
the legislature. The Elephant Butte Irrigation Bistcontributions to PERA for the year ending Gpn31, 2008 were
$195,384 and employee contributions were $195,3®4al required contributions (both employer angayee) for the
year ending October 31, 2008 were $390,769 equhktoequired contributions for each year.

Historical Contribution Data is provided in the edile below:

Contribution requirements for the year ended:

EBID Employee Total
October 31, 2008 $195,384 $195,384 $390,768
October 31, 2007 $181,722 $181,722 $363,444
October 31, 2006 $135,638 $135,638 $271,276

NOTE 11. RETIREE HEALTH CARE ACT

The District has not elected to participate in Ndexico Public Employee Health Care Act plan andétere no required
contributions for fiscal year ending October 31020

NOTE 12. CONCENTRATIONS

Approximately 68% of the District’s revenues arekd from special assessments and services tovwarets. Reduction

or interruption of these revenue sources is noeetqal, however, if reduction or interruption ocedirrit would have a
material impact on the operations of the District.
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ELEPHANT BUTTE IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008

NOTE 13. RISK MANAGEMENT

The District maintains insurance coverage formlicipated risks excluding flood and earthquakesufmary of the more
significant policies and provisions are as follows:

Liability Limits

Policy Type Aggregate Per Occurrence Deductible

Commercial Liability $4,000,000 varies per type $5,000
Property $1,200,000 $2,000,000 $2,500
Inland Marine $1,141,170 $1,141,170 $2,500
Crime $100,000 $100,000 $10,000
Director and Officer E & O $1,000,000 $1,000,000 $10,000
Business Auto $2,000,000 $100,000 $2,500
Workers Compensation $500,000 $500,000 $0

Total premiums paid for the year were $451,800.

NOTE 14. CONTINGENT LIABILITIES

The District participates in a number of programattare fully or partially funded by grants receiviecom other
governmental agencies. Expenditures financed bytgrare subject to audit by the appropriate graag@ncy(s). If
expenditures are disallowed due to noncompliangh gfiant program regulations, the District may bguired to
reimburse the grantor agency. As of October 31826ignificant amounts of grant expenditures hatdeen audited by
grantor agencies. Any disallowed claims, includangounts already collected, may constitute a ligioli the applicable
funds. The amount, if any, of expenditures that begiscovered in subsequent grantor audits maysb#owed by the
grantor. Amounts of disallowed grant expendituieany, cannot be determined at this time. The disexpects such
amounts, if any, will not have a material effectamy of the individual funds or the overall finaadgiosition of the District.

The District is the plaintiff and defendant in vars lawsuits. Although the outcome of these lawssinot presently
determinable, it is the opinion of the District smagement and legal counsel that the resolutitimese matters will not
have a material adverse effect on the financiatlitmm of the District.

NOTE 15. OTHER REQUIRED DISCLOSURES

The District incurred a deficit in net assets ia tater meter reloan fund during the year of ($¥)99 his deficit will be

funded in the future from interest income from ddoents upon the loaning and subsequent repayofiémids for water
meter installations.
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ELEPHANT BUTTE IRRIGATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2008

NOTE 16. RESTATEMENTS OF BEGINNING BALANCES

Business-type Activities Net Assets at Novembe2Q)7 $51,339,305
Restatements made to the fund financial statements (137,852)
$51,201,453

Restatements made to fund financial statements:

Proprietary Funds
Water Distribution Operations — to correct NovembgeP007 balance of deferred revenue on

the FEMA grant prior year; expenditures incorreatifluded non-federal expenditures. ($137,852)
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ELEPHANT BUTTE IRRIGATION DISTRICT
OCTOBER 31, 2008

SPECIAL REVENUE FUND

The Special Revenue Funds are used to accourgdoifis revenues that are legally restricted taeexjiture for particular
purposes.

Local Improvement District (NMSA, 4-50-1 to 4-50-9T o account for special assessment levied onepties to keep
lands irrigable with costs estimated and assessnb@ased on proportionate share, i.e., per acre wale.

PROPRIETARY FUNDS

The Proprietary Funds are used to account for ¢easged to external users for goods and servicemgare sound
financial management.

Water Distribution Operations (NMSA, 73-9-1 to 7&8) - To account for all financial resources of thetilct, except
those required to be accounted for in another Amtirepresent the District’s primary operating fund

Water Conservation Reloan (NMSA, 72-14-29p account for funds advanced from the Statdéesf Mexico Interstate
Stream Commission loaned to individual landownersafater conservation projects.

Water Meter Reloan (NMSA, 72-14-29T o account for funds advanced from the Statéeat Mexico Interstate Stream
Commission loaned to individual landowners for waeter installation.
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ELEPHANT BUTTE IRRIGATION DISTRICT
LOCAL IMPROVEMENT DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGETARY BASIS AND ACTUAL
FOR THE FISCAL YEAR ENDED OCTOBER 31, 2008

Variance
Budget Budget Favorable
Original Final Actual (Unfavorable)
REVENUES:
Charges for services $20,883 $20,883 $20,910 $27
Interest 0 0 12,925 12,925
Total revenues 20,883 20,883 33,835 12,952
EXPENDITURES:
Current:
Operations and maintenance 20,883 20,883 10,134 10,749
Total expenditures 20,883 20,883 10,134 10,749
Excess (deficiency) of revenue over expenditures $0 $0 $23,701 $23,701

Reconciliation of the District's governmental special revenue fund between the Non-GAAP budgetary (cash) basis
and the financials on the GAAP basis:

Excess (deficiency) of revenue over expenditures (Budgetary Basis) $23,701

Excess (deficiency) of revenue over expenditures (GAAP Basis) $23,701

The Notes to Financial Statements are an integral part of these statements.
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ELEPHANT BUTTE IRRIGATION DISTRICT

WATER DISTRIBUTION OPERATIONS

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND NET ASSETS
BUDGETARY BASIS AND ACTUAL

FOR THE FISCAL YEAR ENDED OCTOBER 31, 2008

Variance
Budget Budget Favorable
Original Final Actual (Unfavorable)
OPERATING REVENUES:
Charges for services $7,476,480 $7,476,480 $7,348,481 ($127,999)
Operating agreements and other 755,636 1,105,500 418,910 (686,590)
Total operating revenues 8,232,116 8,581,980 7,767,391 (814,589)
OPERATING EXPENSES:
Personnel services and employee benefits 5,500,000 5,500,000 5,378,615 121,385
Contractual services 674,106 815,278 780,128 35,150
Operations and maintenance 2,091,999 2,124,641 2,071,495 53,146
Total operating expenses 8,266,105 8,439,919 8,230,238 209,681
Operating income (loss) (33,989) 142,061 (462,847) (604,908)
Non-Operating Revenues (Expenses)
Intergovernmental 1,100,459 2,948,448 555,128 (2,393,320)
Interest income 220,000 160,000 148,832 (11,168)
Gain on sale of fixed assets 0 167,161 79,661 (87,500)
Insurance recovery 0 0 106,585 106,585
Interest expense (23,000) (20,000) (14,607) 5,393
Total non-operating revenues (expenses) 1,297,459 3,255,609 875,599 (2,380,010)
Change in net assets 1,263,470 3,397,670 412,752  ($2,984,918)
Reconciling Items:
Depreciation (868,429)
Change in net assets (GAAP basis) ($455,677)

The Notes to Financial Statements are an integral part of these statements.
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ELEPHANT BUTTE IRRIGATION DISTRICT
WATER METER RELOAN

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND NET ASSETS
BUDGETARY BASIS AND ACTUAL

FOR THE FISCAL YEAR ENDED OCTOBER 31, 2008

Variance
Budget Budget Favorable
Original Final Actual (Unfavorable)
REVENUES:
Miscellaneous income $0 $146,500 $124,265 ($22,235)
Total revenues 0 146,500 124,265 (22,235)
EXPENDITURES:
Current:
Operations and maintenance 0 138,500 124,265 14,235
Total expenditures 0 138,500 124,265 14,235
NON-OPERATING REVENUES (EXPENSES):
Interest income 0 3,500 1,790 (1,710)
Interest expense 0 (11,500) (7,045) 4,455
0 (8,000) (5,255) 2,745
Change in net assets 0 0 (5,255) ($5,255)
Change in net assets (GAAP Basis) ($5,255)

The Notes to Financial Statements are an integral part of these statements.
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ELEPHANT BUTTE IRRIGATION DISTRICT
WATER CONSERVATION RELOAN
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND NET ASSETS
BUDGETARY BASIS AND ACTUAL
FOR THE FISCAL YEAR ENDED OCTOBER 31, 2008

Variance
Budget Budget Favorable
Original Final Actual (Unfavorable)
REVENUES:
Interest income $10,000 $10,000 $1,399 ($8,601)
Total revenues 10,000 10,000 1,399 (8,601)
EXPENDITURES:
Current:
Interest expense 5,000 5,000 0 5,000
Operations and maintenance 5,000 5,000 0 5,000
Total expenditures 10,000 10,000 0 10,000
Change in net assets 0 0 1,399 $1,399
Change in net assets (GAAP Basis) $1,399

The Notes to Financial Statements are an integral part of these statements.
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ELEPHANT BUTTE IRRIGATION DISTRICT
SCHEDULE OF DEPOSITS AND TEMPORARY INVESTMENTS

BY DEPOSITORY FOR PUBLIC FUNDS

OCTOBER 31, 2008

Bank Reconciled
Balance Balance
Type of October 31, Reconciling October 31,
Name of Depository Account 2008 Items 2008
Depository Accounts:
Bank of The West
Operating Checking $165 $0 $165
Operating Checking 276 0 276
Operating Checking 200,000 (101,063) 98,937
Operating Checking 35,099 0 35,099
Operating Repo-Sweep 298,568 0 298,568
Total $534,108 ($101,063) 433,045
Cash on Hand:
Petty and till cash 1,500
Temporary Investments:
NM State Treasurer
Investment Pool 1,609,218
$2,043,763
Total Cash and Temporary Investments as of
October 31, 2008:
Cash and temporary investments - Governmental activities $517,555
Cash and temporary investments - Business-type activities 1,526,208
$2,043,763

The Notes to Financial Statements are an integral part of these statements.
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ELEPHANT BUTTE IRRIGATION DISTRICT
SCHEDULE OF COLLATERAL PLEDGED
BY DEPOSITORY FOR PUBLIC FUNDS
OCTOBER 31, 2008

Current PV -

Description of Name and Location Fair Market Value
Name of Depository Pledged Collateral of Safekeeper October 31, 2008
Bank of The West Southern Sandoval NMA (Municipal) Wells Fargo Brokerage Services $350,000
CUSIP# - 843789DJ4 Minneapolis, MN
Due: 8/1/2018
Bank of The West Southern Sandoval NMA (Municipal) Wells Fargo Brokerage Services 200,000
CUSIP# - 843789DES5 Minneapolis, MN
Due: 8/1/2014
Bank of The West UNM Gallup (Municipal) Wells Fargo Brokerage Services 175,000
CUSIP# - 914684CH6 Minneapolis, MN
Due: 8/1/2011
Bank of The West Southern Sandoval NMA (Municipal) Wells Fargo Brokerage Services 100,000
CUSIP# - 843789DG0 Minneapolis, MN
Due: 8/1/2016
$825,000

The Notes to Financial Statements are an integral part of these statements.
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ELEPHANT BUTTE IRRIGATION DISTRICT
SCHEDULE OF SPECIAL ASSESSMENT RECEIVABLES

FOR PUBLIC FUNDS
OCTOBER 31, 2008

Business-type Governmental

Assessment Year Activities Activities
2007 $118,322 $1,171
2006 45,564 807
2005 22,056 732
2004 14,287 634
2003 11,304 597
2002 8,918 439
2001 7,026 361
2000 5,814 309
1999 4,871 251
1998 2,730 236
1997 and prior 7,158 855

$248,050 $6,392

The Notes to Financial Statements are an integral part of these statements.
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ELEPHANT BUTTE IRRIGATION DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED OCTOBER 31, 2008

Federal
CFDA
Number Accrued or Accrued or
or (Deferred) (Deferred)
Agency Project Award Revenue at Revenue at
Federal Grantor/Program Title Prefix Number Amount 10/31/2007  Restatement Receipts Expenditures  10/31/2008
U.S. Department of Interior - Bureau
Direct:
Cooperative Agreement 15.517 06-FC-40-2541 $1,802,323 $0 $0 ($97,935) $157,124 $59,189
Irrigation, Modernizations, Delivery Efficiencies, and
Habitat Restoration Activities
Cooperative Agreement 15.507 05-FC-40-2394 300,000 33,162 0 (33,162) 0 0
Water 2025
Total U.S. Department of Interior $2,102,323 $33,162 $0 ($131,097) $157,124 $59,189
U.S. Department of Homeland Security
Federal Emergency Management Agency:
Disaster Grants - Public Assistance 97.036 $1,577,651 ($3,271) ($137,852) $386,403 $245,280
Total Federal Financial Assistance $3,679,974 $29,891 ($137,852) ($131,097) $543,527 $304,469

Basis of Presentation:

The above schedule of expenditures of federal awards includes the federal grant activity of Elephant Butte Irrigation District and is presented on the accrual basis of accounting.

This information in this schedule is presented in accordance with the requirements of OMB Circular A.133, Audits of State, Local Governments, and Non-Profit Organizations.

Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in the preparation of the basic financial statements.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERSBASED ON AN AUDIT OF FINANCIAL STATEMENTSPERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Mr. Hector H. Balderas, State Auditor and
The Board of Directors

Elephant Butte Irrigation District

Las Cruces, New Mexico

We have audited the financial statements of thegouental activities, the business-type activitlesh major fund,
and the aggregate remaining fund information, aedridividual funds presented as supplementaryrimdiion of
the Elephant Butte Irrigation District (the “Digtti), as of and for the year ended October 31, 2808 have issued
our report thereon dated March 24, 2009. We caedumur audit in accordance with auditing standgedeerally
accepted in the United States of America and @redsirds applicable to financial audits containe@ader nment
Auditing Standards, issued by the Comptroller General of the UnitedeSta

Internal Control Over Financial Reporting

In planning and performing our audit, we considetreziElephant Butte Irrigation District’s interr@introl over
financial reporting as a basis for designing outiting procedures for the purpose of expressingpimions on the
financial statements, but not for the purpose @regsing an opinion on the effectiveness of theltdat Butte
Irrigation District’s internal control over finaraireporting. Accordingly, we do not express amigm on the
effectiveness of the Elephant Butte Irrigation Bis$ts internal control over financial reporting.

A control deficiency exists when the design or atien of a control does not allow management orleyeps, in the
normal course of performing their assigned fundjdim prevent or detect misstatements on a timasjsb A
significant deficiency is a control deficiency, combination of control deficiencies, that adversaifect the
Elephant Butte Irrigation District’s ability to itéte, authorize, record, process, or report firedmtata reliably in
accordance with generally accepted accounting ipfegec such that there is more than a remote likelihthat a
misstatement of the Elephant Butte Irrigation Di$s financial statements that is more than inegpntial will not
be prevented or detected by the Elephant Butigalicin District’s internal control.

A material weakness is a significant deficiencycambination of significant deficiencies, that fésin more than a
remote likelihood that a material misstatementhef financial statements will not be prevented dected by
Elephant Butte Irrigation District’s internal cooltr

Our consideration of internal control over finamgigorting was for the limited purpose describedhe first
paragraph of this section and would not necessaténtify all deficiencies in internal control thatight be
significant deficiencies or material weaknesse® dii not identify any deficiencies in internal tmhover financial
reporting that we consider to be material weakressedefined above.
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Mr. Hector H. Balderas, State Auditor and
The Board of Directors

Elephant Butte Irrigation District

Las Cruces, New Mexico

Page Two

Compliance and Other M atters

As part of obtaining reasonable assurance abouhehthe Elephant Butte Irrigation District’s fir@al statements
are free of material misstatement, we performed te#fdts compliance with certain provisions of wegulations,
contracts and grant agreements, noncompliance wiitich could have a direct and material effect oa th
determination of financial statement amounts. Havgproviding an opinion on compliance with thosevisions
was not an objective of our audit, and accordinglg,do not express such an opinion. The resultsiotests
disclosed no instances of noncompliance or othéensahat are required to be reported u@®ernment Auditing
Sandards.

This report is intended solely for the informatamd use of management, members of the Board oftDigs others
within the entity, the Office of the State Auditblew Mexico Department of Finance and Administratibhe New

Mexico Legislature, and federal awarding agenaiesgass-through entities and is not intended ambleshould not
be used by anyone other than these specified partie

Kriegel/Gray/Shaw & Co., P.C.

March 24, 2009
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REPORT ON COMPLIANCE WITH REQUIREMENTSAPPLICABLE TO EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Mr. Hector H. Balderas, State Auditor and
The Board of Directors

Elephant Butte Irrigation District

Las Cruces, New Mexico

Compliance

We have audited the compliance of the ElephaneButgation District the (“District”) with the tygs of compliance
requirements described in théS Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federagpams for the year ended October 31, 2008. The
Elephant Butte Irrigation District’s major fedepabgrams are identified in the summary of auditoesults section

of the accompanying schedule of findings and gaeetl costs. Compliance with the requirements ofJaw
regulations, contracts and grants applicable th ebits major federal programs is the respongjtuli the Elephant
Butte Irrigation District’s management. Our resgbilisy is to express an opinion on the ElephanttBirrigation
District’'s compliance based on our audit.

We conducted our audit of compliance in accordavitteauditing standards generally accepted in thigdd States
of America; the standards applicable to finanaiglits contained iGovernment Auditing Standards, issued by the
Comptroller General of the United States; and OMB@ar A-133,Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 requirewegplan and perform the audit to obtain
reasonable assurance about whether noncompliaticéheitypes of compliance requirements referredbave that
could have a direct and material effect on a migjderal program occurred. An audit includes exangnon a test
basis, evidence about the Elephant Butte Irrigafitrict’'s compliance with those requirements gedforming
such other procedures, as we considered necesséng icircumstances. We believe that our auditigesva
reasonable basis for our opinion. Our audit do¢pravide a legal determination on the Elephant@ltigation
District’'s compliance with those requirements.

In our opinion, the Elephant Butte Irrigation Disticomplied, in all material respects, with thguigements referred
to above that are applicable to each of its madefal programs for the year ended October 31,.2008

Internal Control Over Compliance

The management of the Elephant Butte Irrigatiortri2isis responsible for establishing and maintainéffective
internal control over compliance with requiremeuitiaws, regulations, contracts and grants applécebfederal
programs. In planning and performing our audit,csesidered the Elephant Butte Irrigation Distrigtigernal
control over compliance with requirements that ddwdve a direct and material effect on a majorrdgigogram in
order to determine our auditing procedures foipilngose of expressing our opinion on compliancenbufor the
purpose of expressing an opinion on the effectigsméinternal control over compliance. Accordingée do not
express an opinion on the effectiveness of ElepBatte Irrigation District’s internal control oveompliance.
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A control deficiency in an entity’s internal control over compliancéstx when the design or operation of a control
does not allow management or employees, in theaaourse of performing their assigned functioogrevent or
detect noncompliance with a type of compliance irequent of a federal program on a timely basissighificant
deficiency is a control deficiency, or combination of contiefficiencies, that adversely affect the entitygity to
administer a federal program such that there isrtttan a remote likelihood that non-compliance \aitlype of
compliance requirement of a federal program thatdse than inconsequential will not be preventedetected by
the entity’s internal control.

A material weaknessis a significant deficiency, or combination ofrsiiicant deficiencies, that results in more than a
remote likelihood that material noncompliance veittype of compliance requirement of a federal paogwill not
be prevented or detected by the entity’s interpatrol.

Our consideration of internal control over comptianvas for the limited purpose described in ths fiaragraph of
this section and would not necessarily identifglaficiencies in internal control that might bengigant deficiencies
or material weaknesses. We did not identify afficidmcies in internal control over compliance tivatconsider to
be material weaknesses, as defined above.

This report is intended solely for the informatemd use of management, members of the Board oftDigs others
within the entity, the Office of the State Auditblrew Mexico Department of Finance and Administratibhe New

Mexico Legislature, and federal awarding agenaiespass-through entities and is not intended ambeshould not
be used by anyone other than these specified partie

Kriegel/Gray/Shaw & Co., P.C.

March 24, 2009
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STATE OF NEW MEXICO

ELEPHANT BUTTE IRRIGATION DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED OCTOBER 31, 2008

SECTION | - SUMMARY OF AUDITOR’S RESULTS

FINANCIAL STATEMENTS

Type of Auditor's Report issued: Unqualified
Internal Control Over Financial Reporting:
e  Material weakness(es) identified? Yes X No
e Significant deficiencies identified that are nohsmlered to be material

weaknesses? Yes X No
Noncompliance material to financial statements adidte Yes X No
FEDERAL AWARDS
Internal Control Over Major Programs:
e  Material weakness(es) identified? Yes X No
e Significant deficiencies identified that are nohsmlered to be material

weaknesses? Yes X No
Type of Auditor's Report issued on compliance fa@jon programs: Unqualified
Any audit findings disclosed that are required éaéported in accordance with
section 510(a) of Circular A-133? Yes X No
Identification of Major Programs:

CFEDA Number(s) Name of Federal Program or Cluster

97.036 Disaster Grants — Public Assistance

Dollar threshold used to distinguish between Typan8l Type B Programs: $300,000
Auditee qualified as low-risk auditee? X Yes No
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STATE OF NEW MEXICO

ELEPHANT BUTTE IRRIGATION DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED OCTOBER 31, 2008

SECTION Il — FINANCIAL STATEMENT FINDINGS

CURRENT YEAR SIGNIFICANT DEFICIENCIES:

None.

CURRENT STATUSON PRIOR YEAR FINDINGS:

2007-01 No Budget for Water Meter Reloan Fund

Resolved and not repeated.
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STATE OF NEW MEXICO

ELEPHANT BUTTE IRRIGATION DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED OCTOBER 31, 2008

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

CURRENT YEAR FINDINGS AND QUESTIONED COSTS —
MAJOR FEDERAL AWARD PROGRAM AUDIT:

None.

PRIOR YEAR FINDINGS AND QUESTIONED COSTS —
MAJOR FEDERAL AWARD PROGRAM AUDIT:

None.
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STATE OF NEW MEXICO
ELEPHANT BUTTE IRRIGATION DISTRICT

EXIT CONFERENCE
OCTOBER 31, 2008

EXIT CONFERENCE:

The exit conference was held March 27, 2009 and was attended by the following:

From Elephant Butte Irrigation District:

James Salopek, President

Gary Esdlinger, Treasurer/Manager

Gail Norvell, Controller

From Kriegd/Gray/Shaw & Co., P.C.:

Debbie Gray, CPA, Shareholder
Vanessa Williams, Auditor

FINANCIAL STATEMENT PREPARATION
Thefinancial statements of Elephant Butte Irrigation District were prepared from original books and records provided by

and with assistance from the management of the District and Kriegel/Gray/Shaw & Co., P.C. asof and for the year ended
October 31, 2008.
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