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INDEPENDENT AUDITOR'S REPORT

Ilector 1. Balderas
New Mexico Stale Auditor

And
Members of the Board of Directors
[lammond Conservancy District
Bloomfield, New Mexico

We have audited the accompanying financial statements of the business-type activities of the
State of New Mexico, ITammond Conservancy District (the District) as ol and for the year ended
December 31. 2008, which collectively comprise the District’s basic financial statements as
listed in the accompanying table of contents, We also have audited the budgetary comparison
presented as supplemental information in the accompanying financial statements as of and for
the vear ended December 31, 2008. These financial statements are the responsibility of the
Disirict’'s management. Qur responsibility is o express opinions on these financial statements
hased on our audit,

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and with standards applicable o [inancial audits contained in (Government
Auditing Standards, issucd by the Comptroller General of the Umited States. Those standards
require that we plan and perform the audit to obtain reasonable assurance aboul whether the
linancial statements are free of material misstatement. An audit includes examining. on a test
hasis, evidence supporting the amounts and disclosures in the financial statements. An audil also
includes assessing the accounting principles used and significant estimates made hy
management. as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred o above present fairly, in all material respects,
the financial position of the business-type activities of the District as of December 31, 2008, and
the respective changes in linancial position and cash flows thereaf for the vear then ended in
conlormity with accounting principles generally accepted in the United States ol America. In
addition, in our opinion, the financial statements relerred (o above presents fairly, in all material
respects, the budgelary comparison for the proprietary fund of the District for the year then
ended in conformity with accounting principles generally accepted in the United States ol
America,

In accordance with Gavernment Auditing Standards, we have also issued our reporl dated
Octoher 22, 2009 on our consideration vl the District’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements and other matiers. The purpose of that report is to describe the scope of our
lesting of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.
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Management’s discussion and analysis. on pages 5 through 7 are not a required part of the hasic
financial statements but 1s supplementary information required by accounung principles
generally aceepled in the Uniled State of America. We have applied certain limited procedures,
which consisted primarily of inquiries of management regarding the methods ol measurement
and presentation of the required supplementary information. Iowever, we did not audit the
information and express no opinion on it,

Albuguerque, New Mexico
October 22, 2009



STATE OF NEW MEXICO
HAMMOND CONSERVANCY DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2008

For financial reporting purposes. Hammond Conservancy District (the District) is considered a special
purpose. primary povernment according o the delinilion in Governmental Accounting Standards Board
(GASB) Statement 4. Accordingly, the District’s financial statements have been presented using the
gronumic resources measurement [ocus and accrual basis accounting. Under the accrual basis, revenues are
recognized when eamed. and expenses are recorded when an obligation has heen incurred.

The report consists of Managements’ [Jiscussion and Analysis, the Statement of Net Assets, the Statement
of Revenues, Expenses, and Changes in Net Assets, and the Statement of Cash Flows, These statements
provide both long-term and short-term financial information for the District.

The discussion and analysis ol the Districl’s [inancial stalements provides an overview ol its financial
activities as of and for the vear ended December 31, 2008.

Financial Highlights

« The District’s assets exceeded its liahilities ar the close of the fiscal vear ecember 31, 2008 by
$10,371,475 (net assets). This was a decrease of $336.329 from December 31, 2007 net assets of
$10.707.804, Of the December 31 2008 net assets, $106,078 is unrestricted

« The District’s financial position declined in 2008 as compared 1o prior year, Nel assets decreased
during the year by $336,329. Depreciation expense of $313.692 is included in this decrease of net
assets.

»  The Distriel’s vash and cash equivalents rellect $134 882 at December 31, 2008, All excess cash assets
are invested in certificates of deposit, In addition, funds have been designated for future operation and
maintenance and pump replacement in the amount of $74.617.

The Stalement of Net Assets and Statement of Revenue, Expenses. and Changes in Nel Assels

‘The Statement of Net Assets and Statement of Revenues, Expenses, and Changes in Net Assets report the
District’s net assets and how they have changed. Net Assets is defined as the difference between assels and
liabilities. It is one indieator that measurcs the District’s financial health, or position, Non-financial factors
are also important to consider. including number of members and the condition of the svstem.

These statements include all assets and liabilities using the accrual basis of accounting. All of the current
yoar's revenues and capenses are recognized when carned or incurmed, regardless ol when cash is receved
or paid. The following table summarizes the District’s assets, liabilities, and net assets as of December 31,
2008 and 2007,

Analvysis of Net Assets

The 1)istrict’s assets exceeded habilities by $10.371,475 at the ¢lose of the fiscal vear. et assets consist of
99.8% Capital Assets (e.g. project works, buildings, and equipment) or $10,396.279. The District uses
these capital assets in its mission to deliver irrigated water to land owners in the District’s service area;
consequently, these assets are not available for future spending. Net Assets also consist of restricted assets
in the amount of §74,617, Unrestricted net assets are available for the District’s ongoing operations and are
$106.078.




STATE OF NEW MEXICO
HAMMOND CONSERVANCY DISTRICT
MANAGEMENT'S DISCLISSION AND ANALYSIS

December 31, 2008

Met Assets. as of December 31, 2008 and 2007:

2008 2007

Jssels
Clurrent Assets b 1 06,080 5 159,506
Capital Asscls, Net 10,396,278 0,684,768
Non-Current Assets 74.617 73,030

Total Assets 10,576,975 10,922,304
Liabilities
Current Liahilities 3 9,000 8 9.000
Non-Current Liahilitics 196,500 205,300
Total Linbilities 205,500 214, 500
Met Assets
Invested in Capital Assets $ 10,190,779 $ 10,475,268
Kestricted Expendable 74.617 73,030
LInrestricted | 06,079 159506
Total Met Assets % 10371475 g 10,707,804

The following table summarizes the istrict’s revenue, expenses. and changes in net assets for the year
ended December 31, 2008 and 2007:

Revenue, Expenses and Changes in Net Assets

2008 2007
Operating Revenues $ 210,696 $ 214,688
Operating Lxpenses S98.641 577.724
Cperating Loss (387.945) (363,036)
Nom-operating Revenues (Expenses) 51.616 73.422
Decrease in Met Assets b (336,329 3 (289.814)

During the fiscal vear. the District’s net assets decreased by $336,329. This decrease represents 160% of
revenues. (perating revenues decreased by 83,992 (2% decrease).

The District’s budget increased proportionately to accommodate increase in fees.

Operating Revenues
The following table summarizes the District’s operating revenues [or the liscal year ended December 31,

2008 and 2007:

2008 2007
Charges for services $ 204,193 § 207853
Other operating revenuss 6.503 a5
Total Operating Revenues $ 210,696 $214.688

b




STATE OF NEW MEXTCO
HAMMOND CONSERVANCY DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2008

enses
The following table summarizes the District’s operating expenses for the fiscal year ended December 31,
2008 and 2007:

2008 2007

Personnel services % 152,748 £ 130.276
Maintenance, operations and

contractual services 106,654 93,336

Material and supplies 25,547 19.482

Depreciation 313.692 314210

Total Operating Expenses § 598,641 § 577.724

Nun-Operating Revenues and Expenses

The following table summarizes the District’s non-operating revenues (expenses) for the fiscal vear ended
December 31, 2008 and 2007:

2008 2007

Interest income $ 3,760 $ 4,187

Ad valorem taxes 47,906 41,672

Operating grants -1- 25,000
Gain (loss) on disposition

of capital assets {507 2.563

Total Non-operating Revenues $ 51,616 $ 73,422

Capital Assets and Long-Term Debt
The District added 521,252 and $21,538 in capital assets during the fiscal year ended December 31, 2008

and 2007. The District sold capital assets with book value of $1,050 and with an aggregate original cost of
$4,500, during the yvear ended December 31, 2008. Depreciation expenses for the vear ended December 3 1.
2008 and 2007, amounted to $313.691 and $314,210, respectively.

The District made principal paymenls in the amount of $9,000 and 58,000 during the years ended
December 31, 2008 and 2007, respectively,

Factors Impactiong Future Periods
The District will continue maintenance on the delivery svstem of irrigation water to land owners in its
service area.

Comparison of Budset (v Actual
In¢luded in this audit report is 3 Budpet Comparison Summuary ol the original budgel 1o the linal budget to
the actual revenue and expenses. This report is required by the New Mexico State Auditor.

Operating revenues were under budget by S33,104, and non-operating interest income under budget by
$240). Total expenses (operating and non-operating) were under budget by $1.050.
« Personnel services were under budget by 82,354,
+ Maintenance, operations and contractual services were over budget by $2.254,
e Matcrials and supplics were under budget by $9353.
Bl &



State of New Mexico

Hammuond Conservancy Distriet

Proprictary Fund
Statement of Net Assets
As of December 31, 2008

Assets
Current assets:
Cash and cash equivalents
Accounts receivable net of allowance of §9735
e from other governments
Prepaid cxpenses

Total current assets
MNoncurrent assets,
Restricted assets-cash
Capital asseis, net of accumulated depreciation
I'otal noncurrent assets
Tiral Asscts
Liabilitics and net assets
Current liabilities
Current portion of noncurcent lalilities
Total current liabiliries
Noncurrent lighilities
Mote payvable LS Departmenr of Interior
less noncurrent portion
Total noncurrent lahilities
T'otal Lighilines
MNel assers
Invested in capital assels net of related debt
Reslricted expendable (Note 5)
Unrestricted {defieit)

Tuotal nel axsels

Lotal liahilities and nel assels

The notes to the financial satements are an intregral part of this statement

60,265
17,363
16,375
12,077

106 (&0

T4617
10,396,278

10,470,895

10,570,975

S.000

8,000

196,500

205,500

205,500

10,194,779
T4.617
106,079

1,371,475

10,576,975




state of New Mexico
Hammond Conservancy District
I'roprietary Fund
Statement of Revennes, Fxpenses, and Changes in Net Assets
Fur The Year Ended December 31, 2008

Operating revenues:

Charges for services % 204,193
Other operating revenues f.503
| otal operaring revenies 210,656

Operating expenses:

Mainlenunee, eperations and contractunl services 106,654
Fersonnel services 152,748
Wlaterials and supplics 25547
Depreciation 313,692
I'ntal oparatimg expenses 598,041
Cperating income [ loss) {387.945)

Non aperatling revenues and {eapenscs)

Interest income 3,760

Ad valorem taxes 47 G
Cain (loss) on disposition of asser (509

Total non operating revenues and {expenses) 31,616
Tnerease (decrease) in nel asscls [335,324)

Met assets at the beginning of the year 10,707,804

Met assets at the end of the vear 5 10,371,473

The notes to the financial statements areé an intregal part of this statement
e



State of New Mexicn
Hammaond Conservancy District
Proprietary Fund
Statement of Cash Flows
For the Year ended December 31, 2008

Cash flows {rom operating activities:
Received from customer services and [eex
Cash payments to emplovees
Paid to suppliers for goods and services
et cash provided (used) by operating activities

Cash flows (rom noncapital financing activities:
Ad valorem taxes
Mer cash provided (used) by noncapital Mnancing activities

Cash flows from capital financing activities:
Acquisition ol Nxed assets
Proceads from disposition of assets
repavment of debt
Mel cash provided (used) by capital financing activities

Cash flows from investing activilics:
Investment incoine
Net cash provided (used) by investing acrivities

NET INCREASE (DECREASE)
CASH AND CASH EQUIVALENTS
Cash and cash equivalents at JTanuary |
Cach and cash equivalents at Decamber 31

RECONCILIATION OF OPERATING INCOME (LOSS) T
NET CASH PROVIDED BY OPERATING ACTIVITIES

Operating Income (Loss)

Adjustment to reconcile operating income (loss)

to net cash provided by operaring acriviries:

Diepreciation

Chunpes in assets and liabilities:
{imcreass) decrease in:

Accounts receivable

Prepaid insurance

Net cash provided (used) by operating activities

The noles to the financial statements are an integral part of this statement.

_10-

241,011
(152.74a)
(131,681)

(43,116)

47,506

47,906

(21,252)

Luoy
{9.000)

(29.252)

3,760

3.760

{21,002)
155 884

134,882

(387,945}

313.692

30315

522

{43.416)




HAMMOND CONSERVANCY DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2008

NOTE |- CREATION OF ENTITY AND BASIS OF PRESENTATION

Reporti ntity

The District was created by decree of the State of New Mexico, Chapter 75, New Mexico State Statules
Annotated 1953, as a political subdivision of the State in April 1938, The District participated in the
Colorado River Storage Project. pursuant to an agreement with the Department of Interior, subject to
Federal Reclamation Laws, beginning in 1959, The Project accomplished the construction of a
diversion dam, main canal, pumping plant and associated water transpurtation system, and
headquarters. Subsequent to the development perivd, the District assumed responsibility lor the
operation and maintenance of the Project to deliver irrigation water to land owners located within
Bloomfield. New Mexico. The District is governed by a Board of Directors clected by the members of
the District. The Board of Directors of the District has decision-making authority, the power 1o
designale management, and the ability to significantly influenee operations and primary accountability
for fiscal matters, Baged on the application of these criteria no [duciary lunds or component units were
included in the financial statements.

Basis of Accounting

For linancial reporting purposes. the District is considered a special-purpose government engaged in
business-lype activitics, The financial statements are preparcd wsing the economic resources
measurement focus and the accrual basis of accounting in conlormity with accounting principles
generally accepted in the United States of America. Under the accrual basis, revenues are recognized
when earned, and expenses are recorded when incurred. All significant intra-entily transactions have
been eliminated.

The proprictary [und tinancial statements are reported using Lthe accrual basis of accounting. Revenues
are recorded when earned and cxapenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met, 'The district uses an enterprise lund for
which a fee is charped 10 an external user,

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

The District has the option to apply all Financial Accounting Standards Board (FASB) proneuncements
issued afier November 30, 19849, unless FASB conflicts with GASB. The Distri¢t has elected nol 1w
apply FASB pronouncements issued after the applicable date.

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents
Cash and cash equivalents include amounts in demand deposit accounts, cash on hand, and certificates

of deposits.

State statutes authorize the District o invest excess funds in United Stales bonds or treasury certificates
or uvther instruments backed by the full faith and credit of the United States Government.

Collateral is required for at least 50% (102% for overnight deposits) of all balances not insured by the
IDIC, Obligations that may be pledged as collateral are obligations of the U.S. Government, its
agencies and state and local governments, Collateral is held in salckeeping at depository institutions.
As of October 3, 2008 the FDIC limit was temporarily raised from $100,000 to $250,000 until June 30,
2010,

-11-



HAMMOND CONSERVANCY DISTRICT
NOTES TO FINANCIAL STATEMENTS - continued
December 31, 2008

NOTL 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Accounts Receivable

Land within the District is statutorily classified as Class A (irrigable) and Class B (non-irrigable)
land, Class A land owners pay for waler services as [ollows:

Tevies are charged at the rate of $12 per acre for approximately 3.933 acres of authorized irrigable
land, Water usage is charged at the rate of 818.50 per acre. Each Class A land owner is charged
S60 per vear to provide additional {unds for operations.

I'he District is required to provide service and grant credit to a diverse customer base within its
service territory. The District may require security deposits prior (o providing service to customers
depending upon an assessment of credit worthiness. The District reviews customer accounts
receivahle om a regular basis and has an accounts receivable collection policy.

The District has reviewed its customer base for concentratons of credil nisk and has determined
that no individual customer or group of customers engaged in similar activities represent a matcrial
concentration of credit risk to the Districr.

Due from Other Governments

Intergovermmental receivables include amounts due from grantars for grants for specilic programs
and capital projects. Program grants and capital grants lor general fixed assets are recorded as
reccivables and revenues at the time reimbursable project costs are incurred. Revenues received in
advance of project costs being incurred are deferred, Capital grants for [ixed asset additions to the
proprictary funds are recorded as receivables and a corresponding increase to contributions in aid
of construction when reimbursable project costs are incurred.

The District receives indirect cost reimbursements from the Bureau of Reclamation prant. These
revenues are for expenses incurred in perlorming administrative functions on behalf of the project.
The associaled expense is included as a cost of the constructed assets.

Prepaid Ttems
Payments made to vendors for services that will benefit periods bevond the year-end are recorded

as prepaid items.
Restricted Assets

The restricted assets consist of certificates of deposit required lor compliance with various debi
agreements.

<P



HAMMOND CONSERVANCY DISTRICT
NOTES TO FINANCTIAL STATEMENTS - continued
December 31, 2008

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Capital assets
Capital assets are recorded al original cost, or fair value if donated. The District’s capitalization

policy for moveable equipment includes all items with a unit cost of $5.000 or more. and an
estimated useful life of greater than one year. The District includes software purchased with a piece
of equipment in the cost of capitalization. This total cost 1s depreciated over the uselul life of the
equipment. In compliance with AICPA SOP 98-1. software purchased for internal use is
capitalized and depreciated. Renovations to buildings, inlrastructure and land improvements thal
significantly increase the value or extend the useful life of the structure are capitalized.

Routine repairs and maintenance are charged Lo operating expense in the year in which the expense
was incurred. Depreciation is caleulated using the straight-line method over the estimated useful
lives of the assets, generally 10 to 50 vears [or project works and headquarters, 7 to 10 years for
shop and maintenance equipment, and 3 to 10 years for office and transportation cquipment,

Compensated Absences
It is the policy of the District to permit certain employees to accumulate a limited amount of earned

but unused vacation leave, which will be paid to cinplovees upon separation from the District. The
cost of earned but unpaid vacation leave is normally recognized in proprictary funds when the
benefit vests to the employee and becomes a legal liability to the District. 1t is the policy ol the
District to allow employees o take their vacation leave prior to the nexl irripation scason. At
December 31, 2008, substantially all of the accumulated compensated absences had been used
prior to year-end, and no liability was accrued, The District does not pay for unused sick leave
upon termination: therefore. amounts arc not accrued for sick leave liability.

Net assets

Net assets are classified as follows:

Invested in capital assets, net of related debt represent the District’s total investment in capital
assets, nel ol vulstanding debt related to those capital assets,

Resiricted net assets represent those operating lunds on which external restrictions have been
imposed that limit the purposes for which such funds can be used. Resiricted expendable net assets
are resources that the District is legally or contractually obligated 1o spend in accordance with
imposed restrictions by third parties. Restricted non-expendable net asscts consist of endowment
and similar funds in which third parties have stipulated, as a condition of the gift instrument, that
the principal 15 to be mainlained inviolate and n perpetuity, and mvesied for the purpose of
producing present and future income. There are no restricted non-expendable net assets as ol
December 31, 2008,

Unrestricted net assety consist ol those operating funds over which the governing board retains full
control Lo use in achieving any of its authorized purposes.

When an cxpense is incurred that can be paid using either restricted or unrestricted resources, the
Distriet’s policy is to first apply the expense towards restricted resources, and then towards
unrestricted resources.

13-



HAMMOND CONSERVANCY DISTRICT
NOTES TO FINANCIAL STATEMENTS - continued
December 31, 2008

NOTE 2- SUMMARY OF SIGNTFTCANT ACCOUNTING POLICIES - continued

Revenues

Revenues are classified as operating or non-operating according to the [ollowing criteria:
Operating revenue include activities that have the characteristics of an exchange transaction, such
as a) charges for services and fecs, net of allowance for uncollectible allowance,

Non-operating revenues include activitics that have the characteristics of non-exchange
transactions, such as a) capital grants; and b) investment income. General (ad valorem) laxes arc
collected by the San Juan County Treasurer and distributed monthly to the District. Class A and B
landowners pay property taxcs based on the assessed valuation as of January st of each vear. The
tax levy is payable in two installments, November 10th and April 10th, The property taxes are
considered delinquent and subject ta lien. penalty and interest, 30 days after the date on which they
are due. Propertly taxes are recognized as revenue when levied by San Juan County Treasurer.

(irants and similar items are recognized as revenug as svon as all eligibility requirements imposed
by the provider have been met.

Expenses

Expenses are classilied as operating or non-operating according to the following criteria:

Cperating expenses include activities that have the characteristics ol an exchange transaction, such
as a) emplovee salaries, benefits, and related expense; b) utilitics, supplies, and other services; d)
prolessional fees; and ¢) depreciation expenses related 1o District property, plant, and equipment.

Nun-vperating  expenses  include activities that have the characteristics of non-exchange
transactions, such as interest on capital asset-relaled debt and bond expenses that are defined as
non-operating expenses by GASB Statement No. 9 Reporting Cash Flows of Proprietary and
non-expendable Trust Funds and Governmental Entries That Use Proprivtary Fund Accounting,
and GASB Stalement No. 34,

Tax Status

The income generated by the District is excluded lrom federal income taxes under section 115(a)
ol the Internal Revenue Code. The District is exempt under section 501(a) ol the Internal Revenue
Code as an organization described in sectivn 501(c)(3). Income generated from activities unrelated
to the District’s exempt purpose is subject to tax under Internal Revenue Code section 511,

Budgets
According to State statute, the District adopts and approves an annual non-appropriated budget

adopted on a cash (non-GAAP) basis. Budgetary control is prepared at the fund level. Once
adopted, the Board is authorized 1o amend the budget at the fund level.

-14-



HAMMOND CONSERVANCY DISTRICT
NOTES TO FINANCIAL STATEMENTS - ¢ontinued
December 31, 2008

NOTE 2- SUMMARY OF SIGNTFICANT ACCOUNTING POLICIES = continued

Use of Estimates

The preparation of linancial statements in conformity with accounting principles generally
accepted in the United States of America, requires management Lo make cstimates and assumptions
that affect the reported amounts of assets and liabilitics and disclosure of contingent assels and
liabilities at the date of the financial statements and the reported amounts ol revenues and expenses
during the reporting period. Actual results could differ from those estimates,

NOTE 3- LEGAL COMPLIANCE - BUDGETS

Prior to June 1, the Business Muanager submits to the Board of Directors a proposed operaling
budget lor the fiscal year commencing the following July 1. The operating budget includes
proposed expenditures and the means of [inancing them. Public hearings are conducted to obtain
laxpavers comments, Prior 10 September 1, the budget is legally enacted through passage of a
resolution.

The Business Manager is authorized to transfer budgeted amounts between departments within any
fund. However, any revisions thal alter the total expenditures of any fund must by approved by the
Board of Tirectors. Expenditures of the District may not legally excced appropriations at the level
al which the budget is adopted, that is. expenditures in each fund may not exceed the budgeted
appropriation for that [und.

Budgets for proprictary enterprise funds are adopted on a cash (non-GAAP) basis.
NOTE 4- CASH AND CASH EQUIVALENTS

Custodial Credit Risk — deposits, In the case of deposits, Lhis is the risk that in the event of a bank
failure, the District’s deposils may nol be returned to it, State statute requires that the bank depusits
be 50% collateralized. As of December3 1. 2008, the District was in compliance with state statute.

At December 31, 2008, the carrving amount of the District’s deposits was $134,882 and the bank
balance was $143.571 as ol December 31, 2008. Of this balance $145.371 was covered by lederal
depository insurance and therefore, no deposits were subject to custodial credit risk.

Maturity Type of

Depasitory Account Name Late Account  Bank Balance
Wells Fargo Checking Account -- Checking § 18,296
Savings Account (20809 CD 127,273
Total Wells Fargo Bank 145,571
FDIC Insurance 250,000
Uninsured amount 0
Less 50 percent = Q
Amount requiring pledged collateral 3 0

5.




HAMMOND CONSERVANCY DISTRICT
NOTES TO FINANCIAL STATEMENTS - continued
December 31, 2008

NOTE 5- RESTRICTED ASSETS

The following is a summary of restricted assets as of December 31, 2008:

Operations and maintenance account
Pump replacement
Totlal Restricted Assets

5 37,042
37873
5 74617

Certain resources set aside for their warranlies, operations and equipment replacement. are
classificd as restricted assets on the balance sheet because their use is limited by applicable
agreements. The “operations and maintenance™ account Is used to report resources set aside to fund
operations and maintenance. The “pump replacement” account is used to reporl resources set aside

1o replace the pump in the future.

NOTE 6 — CAPITAL ASSETS

The lollowing is a summary of changes in capital assets during the [iscal year:

December 31,

1Jecember 31,

Business I'vpe Activities: 2007 Additions Delctions 2008
Capilal Assels
Project works &

headquarters $ 12790519 % 0 $ ] $ 12,790,519
Shop & maint. equip 374,752 ] 4500 370,252
(ffice equipment 69,330 ] 0 69.330
Transportation equip 46,204 21,252 0 67.436
Total Capital Assets 13,280,805 21,252 4,500 13,297,557
Less accumulated depreciation
Projeet works &

headguarters 2,171,714 289,107 2,460,821
Shop & maint. equip 329,212 13,952 3430 339,714
Office equipment 66,076 1.0O78 67,154
Transportation equip 24,036 9.554 33,590
l'otal Accum Depr 2,591,037 313,691 3,450 2,901,279
Capital Assets Net
Depreciation $ 10,689,768 § 10.396.278

Depreciation expense [or the year ended December 31, 2008 totaled § 313,691,

NOTE 7- LONG-TERM DEBT

During the year ended December 31, 2008, the following changes occurred in long-term debt:

Balance

12/31/2007 Additions

US Dept of Interior $ 214500 §
Total § 2143500 $

Balance Due Within
Deletions 12/31/2008 One Year
§ 0000 § 205500 §  9.000
$ 9000 § 205500 § 9000

e



[MAMMOND CONSERVANCY DISTRICT
NOTES TO FINANCIAL STATEMENTS - continued
December 31, 2008

NOTE 7- LONG-TERM DEBT - continucd

Note Pavable - U.S. Department of Interiar

The amount due to the United States Department of Interior, Burcau of Reclamation, dated October
1959, in the amount of $450,000 payable in 50 annual installments of $9,000, non-interest bearing,
and beginmung in 1982, The balance due as of December 31, 2008 was 52035,500.

The terms ol the contract with the Department of Interior provides for repaymen! ol principal only.
Accordingly. no interest expense has been recorded ur capitalized in the financial statements. The
terms ol the loan agreement require that the District maintain cash reserves as securily lor the debt,
and lor repairs and replacements, The District is in compliance with the reserve requirements as of
December 31, 2008,

Long-lerm debt serviee requircments to maturity are as follows;

S Depl.
Fiscal Year Iinded Interior
December 31, 2009 £ 9.000
December 31, 2010 9000
December 31, 2017 &.000
December 31, 2012 G000
December 31, 2013 8.000
December 31, 2014 = 2031 160,500
Debt service requirements 205,500
Less current portion (9.000)
Long - term debr, net $ 196,500

NOTE 8— NET ASSETS

I'he restricted aperation and maintenance asset is balanced by a reserve in net assets amounting to
$37.042. The restricted pump replacement assel is balanced by a reserve in net assets amounting to

$37,575. The District has designated $84,565 to provide funds for repairs. replacement and
maintenance of the assets of the District.

Ihe following is a summary of reserved, designated and undesignated net asscts as of December
31, 2008:
Restricted per agreement:

Operation and maintenance § 37.042
Pump replacement 375713
Total Restricted 5 74617
Unrestricted:
Designated for repairs and replacement §  B4.565
Undesignated nel assels 21513
Total Unrestricted § 106.078
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HAMMOND CONSERVANCY DISTRICT
NOTES TO FINANCIAL STATEMENTS - continued
December 31, 2008

NOTE 9- CONTINGENCIES AND COMMITMENTS

Risk Management
The District has purchased commercial insurance that transfers risks of loss w0 an unrelated party.
This coverage minimizes the District’s retained risks of loss up to the policy limits,

NOTE 10 - GAIN ON DISPOSITION OF ASSET

During the vear ended December 31. 2008 the District sold a 1986 dump truck that had been
purchased in 2004, The District sold the dump truck to a member of the Board after trying for
several months to sell it to the public. The Board member paid $1.000 giving the District a loss of
$50 on the disposition ol the dump truck.
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State of New Mexico
Hammond Conservancy District
Proprietary Fund
Scheduole Revennes, Expenses, Budget and Actual (non-GAAP Budgetary Basis)
Year Ended December 31, 2008

Original Final Vuriance
Approved Approved Favorahly
Budget Budget Actual (Unfavorable)
n[l{i ra li!’lﬂ_ FeEYEMUES:
Churges for services § 211,800 § 211800 % 204193 0§ (7,607
Other operating revenues 32,000 32,000 6,303 (25.497)
Total operating revenues 243, 800 243 RU0U 210696 (33;104)
Uperating expenses:
Maintenance, operations
and contracrual services 104,400 104,400 106634 (2.254)
Persomnel services 155,100 155,100 152,748 2352
Materials and supplies 20.500 26,500 23,547 933
Tutul operating expensas: 286,000 286,000 284,949 1,051
Non operating revenues {expenses)
Long term debt payment (9,000 {9,000 (9,000 -
Interest income o, (00 4,000 3,760 (2409
Ad valorem taxes 47,200 7,200 47,206 706
Federal grants - - - -
Gain on disposition of asset - . {50 {500
Total non operating revenues 42200 42,10 A2.616 d16
Lixcess (deficiency) of revenues and other
spurces over expenses and other uses B - & - (31,637) B -
FCONC .
Depreciation {313,602)
Long term debt payment 8.000
Change in nel ussels per financial statements (page ) I (336,329)

The notes 1o the financial statements are an integral part of this statement
-19-
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REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPTIANCE AND OTHER MA I'TERS
BASED ON AN ATUIDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Ilector H. Balderas,
New Mexico State Auditor

And
Members ol the Board of Directors
Hammond Conservancy District
Bloomfield, New Mexico

We have audited the financial statements of the business-type actlivilies and the budget comparison
presented as supplemental information o’ Hammond Conservancy District (the Distriet), as of and for the
vear ended December 31, 2008, and have issued our report thereon dated October 22, 2009. We

conducted our audit in accordance with auditing standards penerally accepted in the United States of
America and the standards applicable to financial audils contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing vur audit, we considered the District’s internal conirol over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on
the financial statements, but not for the purpose of expressing an opinion on the effectivencss of the
District’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness ol the ageney’s internal control over financial reporting.

A control deficiency exists when the design or vperation of a control does not allow management or
employees, in lhe normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significam deficiency is a control delicicncy, or combination of
control deficiencies, that adversely affects the District’s ability to initiate, authorize, record, process, or
report Linancial data rcliably in accordance with generally accepled accounting prmmp!eq such that there
is more than a remote likelihood that a misstatement of the District’s financial statements that is more
than inconscquential will not be prevented or detected by the agency's internal control.

A material weakness is a significant deficiency, or combination ol significant deficiencies, that results in
more than a remole likelihood that a material misstatement of the [inancial statements will not be
prevented or detected by the District’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal control
that might be signilicant deliciencies or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined above,

Compliance and Other Matlers

As part of obtaining reasonable assurance about whether the District’s [inancial statements are free of
material misstatemenl. we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effcet on the
determination of financial slalement amounts. However, providing an opinion on ¢ompliance with thuse
provisions was not an objective of our audit, und accordingly, we do not express such an opinion, The
results of our tests disclosed instances of noncompliance or other matters that are required to be reported

=M=




under Government Auditing Standards and which are described in the accompanying schedule of findings
and responses as items 2006-1, 2008-1 & 2008-2.

The District’s responses (o the finding identified in our audit are described in the accompanying schedule
of findings and responses. We did not audit the District’s response and, accordingly, we express no
upinion on it

'his report is intended solely for the information and use of the Board of Directors. management, and the
New Mexico State Auditor, the New Mexico Legislature, the New Mexico Department of Finance and
Administration, Umted States Department of Interior, Bureau of Reclamation and is not intended Lo be
and should not be used by anyone other (han these specified partics.

B

Oetober 22, 2004
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STATE OF NEW MEXICO
HAMMOND CONSERVANCY DISTRICT
SCHEDULE OF FINDINGS, RECOMMENDATIONS AND RESPONSES
December 31, 2008

CURRENT YEAR I'INDINGS

2006-1 — Auditor Preparation of Financial Statements

Condition

‘The District does not have controls over the preparation of the financial statements which
would prevent or detect a misstatement in the linancial statements. The District’s
emplovees and management lack the taining and qualifications o apply gencrally
accepted accounting principles in recording the District’s financial transactions and
preparation of the linancial statements,

Criteria

A system of internal control over financial reporting includes controls over [inancial
statement preparation (including footnote disclosures). Employees and management need
to have training and qualifications to apply generally accepted accounting principles in
recording the District’s financial transactions and preparation of the linancial statements.
(SAQO Rule 2.2.2.8.].(4) und SAS 112)

Cause

The auditor prepared the audited financial statements (including lootnote disclosures)
because the District’s employees and management lack the proper training and
qualifications to apply generally accepted accounting principles in recording the
District’s financial transactions and preparation of the financial stalements.

Lifect
lhe financial statements (including footnotes) could have misstatements that are not
discovered on a umely basis,

Recommendation

The District should adopt policies and procedures [ur controls over financial statement
preparalion (including footnotes). Also the District should invest in its employees and
management 50 they may receive the proper training and qualifications to apply generally
accepted accounting principles in recording the District’s linancial transactions and
preparation of the financial statements.

Apency Response:
The District will consider adopting policies and procedures for controls over linancial
stalement preparation (including footnotes).
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STATE OF NEW MEXICO
HAMMOND CONSERVANCY DISTRICT
SCHEDULE OF FINDINGS, RECOMMENDATIONS AND RESPONSES
{continued)
December 31, 2008

2008-1 — Computer Control Securily

Condition

The District does not have adequate controls over its computer system that would prevent
unauthorized access to the District’s computer or software, I'he computer is kept in the
front office and has no passwords in place.

Criteria

Physical security and access to programs and data should he appropriately controlled to
prevent unauthorized use. disclosure, modification, damage or loss of data.

Causec

‘There are currently no saleguards in place lo prevent unauthorized access W the
compuler, programs or data.

FEffect

By not having adequate controls over its computer or computer system could result in
unauthorized entrics or adjustments being made.

Becommendation

We recommend that management adopt controls over computer access such as better
physical controls and the usc of passwords.

Agency Kesponse:

Ihe District concurs with the finding and has since implemented better controls and
password protection on computer access.



STATE OF NEW MEXICO
HAMMOND CONSERVANCY DISTRICT

SCHEDULE OF FINDINGS, RECOMMENDATIONS AND RESPONSES

2008-2

Condition:

Criteria

Cause:

Efteet:

Recommendation:

Response:

{continued)
December 31, 2008

Late Audit Report

I'he Board did not submit its audit repart for the year ended December 31, 2008 by
its due date June |, 2009. The report was submitted to the NM State Auditor’s
Office on October 22, 2009,

The New Mexico State Auditor rules require that State Agency audit reports be
submitted by May 31 of each year. (SAQ Rule 2.2.2.9 A (1) (d))

The Board was unable W submil the December 31, 2008 audit report because the
auditor did not receive the approved contract until after the contract due date.
Signed contract was recetved on June 13, 2009,

I'he Board is not in comphance with the New Mexico State Auditor Rules and
Regulations leaving the Hoard unable to use the report for management and
budgetary purposes. The users of the financial statements such as legislators,
creditors, bondholders, state and [ederal grantors, elc., do not have umely audit
reports and [inancial statements lor therr review, Late audit reports could have an
effect on state and lederal lunding.

The Board needs (o ensure that all luture audit reports are liled in a limely manner.

Concur the Board will work un procedures to resolve [nding.
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STATE OF NEW MEXICO
HAMMOND CONSERVANCY DISTRICT
SUMMARY OF PRIOR YEAR AUDIT FINDINGS
December 31, 2008

Current Status

2006-1 — Auditor Preparation of Financial Statements Repeated

5



STATE OF NEW MEXICO
HAMMOND CONSERVANCY DISTRICT
REQUIRED MSCLOSURE
Deeember 31, 2008

Exit Conference

An exit conference was held on October 22, 2009,
Representing Hammond Conservancy Distriet:

Board President R. Russell Smith
Business Manager Teresa Lane

Representing the firm of Fidel A. Bemal, P,C. was:

Fidel A. Bernal, (PA

Report Drafting

The financial statements, accompanying notes, and independent auditor’s reports were
drafted by Fidel A. Bernal, P.C.; however, maintaining the audited books and records is
the responsibility of management. Accordingly, management is responsible for ensuring
that these books and records adequately support the preparation of financial statements in
accordance with penerally accepted accounting principles and that records are current and
in balance.



FIDEL A. BERNAL, P.C. 1108 ALVARADO NE, ALBUQUERQUT, NM 87110

CERTITTER PURETC ACCOUNTANT A05 230 A AKX S05-256-(4

October 22, 2009

State of New Mexico
Office of the State Auditor
2113 Warner Cirele

Santa Fe, NM 87505-5404

Re: Hammond Conservancy District
Year ended December 31, 2008

For the year ended December 31, 2008 there are no passed adjustments for Hammond
Conservancy District.




