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Independent Auditor’s Report

Mr. Heetor H Balderas
New Mexico State Auditor
and
Members of the Board
Thoreau Water and Sanitation District
Thoreau, New Mexico 87323

We have audited the accompanying linancial starements of the business-type activities of the State vl
New Mexico, Thoreau Water and Sanitation District (the District). as of and for the year ended June
30, 2009, which callectively comprise the District’s basic financial stalements as listed in the table of
confents. We also have audiled the budgetary comparison presented as supplementary information in
the accompanyinyg linancial statements as of and lor the vear ended June 30. 2004 Lhese financial
staternents are the responsihility of the State of New Mexico, Thoreau Water and Sanitation District's
management. Our responsibility is 1o express an opinion on these financial statements based on our
audil.

Cxcept as discussed in the following paragraph. we conducted our audit in accordance with audiling
standards generally acvepted in the United States of America and the standards applicable 1o financial
audits contained in Government Auditing Standarvds, issued by the Comprrolier General of the United
States. Those stundards require that we plan and perform the audit to obtain reasonable assurance aboul
whether the financial statements are free of material misstalement. An audit includes examining. on a
test basis, evidence supporting the amounts and disclosures in the financial statements, An audit alse
includes assessing the accounting principles used and significant ¢stimates made by managcoicnt, as
well as evaluating the vverall financial statement presentation, We believe that our audit provides a
reasonable basis for vur vpinion.

We were unable to obtain sullicienly detailed property records o adequately extend our anditing
procedures to utility planl i scrviee and related depreciation cxpense. which represents 64% of the
District’s assels,

In our opinion. excepl tor the effects of such adjustments, if any. as might have been determined 1o be
necessary had we heen able 1o adequately extend our auditing procedures to utility plant in service and
related depreciation expense, or had we been able (0 satisfy ourselves as to those financial activities by
other auditing procedures. the [inancial statements referred to above present fairly, in all matenal
respects, the respective financial position ol the business-tvpe activities ol the [hstrict as of June 30,
2004, and the respective changes in financial position and cash flows thereof for the year then ended in
conformily with accounting principles gencrally accepted in the United States of America In addition,
i our opimon, the financial statcments referred o above presents fairly, the budgetary comparison for
the proprietary fund of the District for the year then ended in conlormity with accounting principles
generally accepted in the United States of Amenca.

]




In accordance with Government Auditing Standards, we have also issued our report dated October 30.
2009 on our consideration of the Districys internal control over financial reporting and on our tests of
its compliance with certain provisions of laws. regulations, contracts and grant agreements and other
matters.  The purpose of that report 18 to describe the scope of our testing 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. Thut report is an integral part of an audit
perlvrmed in accordance with Gaverament duditing Standurds and should be considered in assessing
the results of our audil.

The Distriet has not presented the Management’'s Discussion and Analysis required by GAAP that

accounting principles wencrally accepted in the United States has delermined is necessary (o
supplement. althuugh not required to be part ol the basic financial statements.

S

Cretober 30, 2009
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ASSETS
Current assats:
Cash and cash equivalents

Accounlts Receivabie net of allowance of' $ 677

Unballed reecivable
Tnvenlory

Uither Asscls
Prepaid assets

Tatal current assers

MNonCuTeEn! Assets:

Cusle resbrivied for customer deposits

Cash restricted for retirement
{“apiral aszefs’
Property. Plant & Fyuip

I zss necumulzted depreciation

Total noncurent assets
Total assets

LIABILITIES
Current liabilities:

Dug within one year
Acciunls Puyuble
Compensated absences
Customer deposir pavahle
Accrued Mayroll & 1.ash

Total current Habilities
MWoneurrent liabilities:
Compensated absences
Retirement payahle
Totnl nencarrent labitities
Total labilities
NET ASSETS
Iovested in capital assers

Linrestricted

Total et ussels

Taral liakilities and net assolx

The potes w the financial statements are an imegrel part of this starement,

‘I'horean Warer and Sanitation Districl
Propriclzry Fund
Balunce Shest
Ture 30, 2009

e

Lachibit- |

78,004
33,709
Lat2
2786
23

e A

[

131,456

68.910

2T

1,376,000
(972,243

SO0

632378




Thoreau Water and Sanitation District Lxchibi-2
Proprigtary Fund
Statement of Revenues. Lapenses. and Changes 1n Net Assets
For The Year Ended Tune 30, 2009

Olperaling revenucs:

Charges tor services 3 209,134
Miscellangous Income 3573
Total operating revenues 213727
Qperaring expenses:
Sulaties ST 4R
Contract labor 2332
Depreciation 43,548
Marerials, supphes and maintenance 73,763
Legal & accounting 6,074
Fostage 1,792
Renrement fund contributions 2,052
I axes 12,956
Litihies 310,397
Trsurancy 9,252
[Lub fees 240
Crues and filing fees 458
Telephone 1.985
Cither explnses 2. 1a%
Toal aperafing evpenses 244,479
Crperating income (loss) {31,753
Nonoperating revenues [expenses ).
(3rant incomi BN
InteTest incimc Lai2
Tolal nunoperating revenues (expenses) L0297
Chamge in net assers (3439
I'otal net asscls - begmmng FJIRFIN
Tl net assets - efding 578,260

The notes tu the [inancial statements are an integral part of this statement



state of New Masicn
Thoreau Water and Sanittion District
Proprietary Fund
Staterment of Cash Flows
For the Year ended June 30, 2009

Cash Mlows frony eperating activities:
Recerved from customer serviees and fees
Cash puyments 10 employees
Paid 1o suppliers for goods and scrvices
Net cash provided {(used) by operating activiriss

Cash Nows lron investing activities:
Investment income
Wet cash provided (used) by investing nctivitics

Casli flows from capnal and related financing acliviliss:
Grant revenue
Dhefurred revenue
Acquisition of capital assets
Pavment of interesl
MNet cosh provided (used) by capital und related
financing activities
MLET INCREASE (DECREASE)
CASH AND CASH EQUIVALLENTS
L'ash and cash equivilents i July 1, 2008
Cush gnd cash equivalents al Tune 30, 2009

RECONCILIATION OF OPERATING INCOME (LOSS) TO
NET CASH FROVIDED BY QOPERATING ACTIVITIES
Operating neome (Loss)
Adjustment to reconcile operating income {loss)
tormet cash provided by aperanng activitias:
Uepreciaﬁnn
Changes in assets amd lahilities:
ringrease ) decrease in
Aceounts recelvabie
Prepawud insuranee
Enhilled recervable
[rventary
Other assets
(decreasze) inerease i,
Accounts pavabls
Payroll & liabilities pavable
Retiremen! puvable
Compensated ahsencis
Customer deposits
Net cash provided {used)y by aperating astivities

The notes to the financial statements arc an witegral part of this statement

o

207,701
(33431
(142,205

|, bad

1,012

|, 012

9,28
9,281
(3383
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5,604
169,467

175,161
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RT&
(323)

ubgs




STATE OF NEW MEXICO
THOREAL WATER AND SANITATTON DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30. 2009

Orpanization and Background

Thoreau Water and Sanitation District (the Disrrict) was established under the Laws ol 1414,
under the provisions ol the act now referred to as Chapter 75, Article [ NMSA 1978 The
Distrier operates under the direction of an elected Board of Directors. The Board s required o
consist ol [ive members each of which 1s ¢lected for a period of {our years,

I'he predecessor, Thoreau Mutual Domestic Water Consumers and Sewage Works Association.
owned and operated the water and sewage svstem in the Village ol Thoreau from its creation vn
Oetober 3, 1962, On May 27, 1977, a petition to vrpganize a Thoreau Sanitation Distriet was
begun and in 1978 the transfer of the Association Lo a distriet was finalized. It 1s cstimated that
cash and plant assets of approximately $240,000 were contributed Lo the District by MeKinley
County. These contributions are included n the invested in capital assets.

At the time of the transfer, the District did not and has not refunded memberstups paid to the
Association.

Summury of Significant Accounting Policies
‘The summary of signilivan accounting policies of the Distriet 15 presented Lo assist in the

understanding of the District's {inaucial statements, The financial statements and notes are the
represenlation of | horeau Water and Sanitation District’s management wheo is responsible for
their integrity and objeetivity, The financial stalements of the District conlorm 1o penerally
aceepted nccounting principles (GAAP) as applied to governmental units. The Govermmental
Accounting Standards Board (GASB) is the accepred standard-setling body for establishing
governmental accounting and financial reporting principles.

The District’s lnancial statements include all financial information over wiuch the Board of
Dircetors exercises oversight responsibility. Oversight responsibility mncludes such aspeets as
appointment ol poverning body members. designation of management. the ahility
significantly influence operations, and accountability for fiscal matters. Based upon the
application of these criteria, no component units were ieluded in the financial statements.

A Measuremeni locus, basis of accounting and linancial statement presenlation
The government-wide financial statements arc reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund
financial statements, neither [duciary funds or componeni units that are fiduciary n
nature are included. Revenues are recorded when camed and expenses ure recorded when
a liability 18 incurred. regurdless of the timing of relaled cash flows

The propriciary fund financial statements are repovted using the accrual basis of
accounting. Revenues are recorded when eammed and expenses are recorded when a
liability is incurred. regardless ol the timing of related cash flows. Grants and similar
items are recognized as revenue as soon as all elipbility requirements imposed by the
provider have been mef.

The government uses & proprictary fund 1o record all ol 115 financial transactions
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STATE OF NEW MEXICO
THOREAT WATER AND SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS-CONTINUED
June 30, 2009

Summary of Significant Accounting Policies (cont.)

il

Measurement focus, basis vl accoupting and financial statement presentation (continuwd)

Private-sector standards of accounting and finangial reporting issucd prior to December 1.
19849, generally are followed in the proprietary fund linancial statements to the extent that
those standards do not conflict with or contradict guidance of the Guvernmental Accounting
Standards Board Governments also have the oplion of following subsequent private-sector
guidance for their business-type activities and emterprise funds, subject to this same
limitation, The government has elected not to follow subsequent privare-sector guidance.

Amuunts reported as program revenucs include |) charges lo customers or applicants for
goods, services, ur privileges provided, 2) operating grams and contributions, and 3) capital
prants and contributions.

Proprietary funds distinguish operating revenues amd cxpenses from non-operaling items.
(perating revenues and expenses generally result from providing services and producing and
delivering goods in connection wilh a proprietary fund’s principal ongoing operations. The
principal operaling revenues of the District enterprise fund are charges o cuslomers for sales
and services. Operating expense for the enterprise fund include the cost of sales and survices.
adminisirative expenses, and deprecialivn on capital assets. All revenucs and expenses not
meeting this definition arc reported as non-operating revenues and expenses.

Reporing Cntity

The Distict includes the accounts of all District operations.  I'he criteria for including
organizalions within the director's reporting entity primarily include the governing body's
ability to exercise wversight responsibility, The most significant manifestation of this ability
is financial interdependency. Other manifestations of this ability include, but are not limired
1. the selection of governing authority, the designation ol management. and the ability 10
significantly influence operations and accountability for fiscal mutiers. The other crilenon
used 10 evaluaie potential component units for inclusion or exclusion {orm the reporting entity
is the existence ol special financing arrangemuenis. regardless of whether the District is able to
exercise oversight responsibilities. The Districl i not included in any other governmental
reporting entity as delined in Section 2100, Codification of Governmental Accounting and
Financial Reporang Standards

There were no vompenent units for the District during the fiscal vear ended June 30, 2009,
and 15 not a component unit of any ather entity

Basis ol aceounting
Basis of accounting refers 0 whoen revenues and expenditures are recognized in the
accounts and reported in the financial satements.

The proprietary lund is accounted for using the accrual basis of accounting Tt revenues
are recognized when earned and cxpenses are recogniced when a liability 1s incurred.
regardless of the iming of related cash flows.

Revenue from grants, enlitlements, and donations are recognized as revenue as soon as all
gligihility requirements imposed by the provider have been mel.

8-



STATE OF NEW MEXICO
THOREAU WATER AND SANTTATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS-CONTINUED
June 30, 2009

Summary of Significant Accounting Policies (cont,
d.  Capital gssets (Utility Plant in Service!
Depreciation of sll exhaustihle capital assels is charged as an expense apainst operations.
Accumulated depreciation is reported on the balance shect. Fhe capital assets at stated at cost
less accumulated depreciation. Dopreciation has been provided over the estimated usclul
lives using the straight-line method, The Distriet’s Poliey is to capitalize all dishursements for
gquipment in exeess of $5.000.

The estimated useful lives assigned to these assets are as follows:

Estmated lives Years
Buildings 15-35
Waler and sewer [ines 25
Fences 13
CHfice equipment 5
Computer Software 3

It is the policy of the District W capitalize the cost ol Inirastrucrure assets (waler and
sewer lines). Interest incurred during the construction period of major projects is
capitalized und depreciated over the estimated lives of the respective assets,

¢, Budgets and budgetary accounting
A budgel lor the Proprietary Fund is preparcd by managemenl and approved by the Doard

of Directors and the Statc Department of Finance and Administration.

This budget is prepared on lime Non-GAAP cash basis, excluding encumbrances. and
secures appropriation of funds for only vne year. Carryover funds must he re-approprialed
i the budget of the subscquent fiscal vear, The budger process in time Stale of New
Mexico requires that the beginning cash balance be appropriated in the budget ol the
subsequent fiscal vear.

Actual expenditures may not cxceed the budgel vn a line item basis. i¢., vach budgeted
expenditure must be within budgeted amounts. Budgets may be amended in two ways. If
a budper mransfer is necessary within a major category called a “series’, this may be
accomplished with only local Board ol Directors approval. [U a transfer between “series’
or @ budget ncrease is required, approval must also be obtained from Stale Department of
Finance arid Administration.

The budgetary information presenited wn these financial stulements has been amended in

accordance with the above procedures,

The District follows these procedures in establishing the budgetary data tellected in the

financial stalements:

1. In April or May. the management submiis to the Board of Dircetors a proposed
uperating budget of the liscal year commencing the following July. The operating
budget includes proposed expenditurcs and the means ol financing then, and has
approval by the Stalc Department of Finance and Administralion

o

In May or June, the budget 1s approved by the Board of Directors.

9.



STATE OF NEW MEXICO
THOREAU WATER AND SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS-CONTINUED
June 30, 2009

Summary of Significant Accounting Policies (cont.)

e.

Budgets and budgetary accounting {continued)
3. The board mecting, while not intended for the general public. is open lor the gencral
public unless a closed meeting has been called for,

4. The management is authorized to transfer budgeted amounis between departments
within any fund: however. the Board ol Dircctors and the State Department of
Finance and Administration must approve revisions lhat alter the total expenditure
ol the Proprietary Fund.

[N

Formul budgetary integration is emploved 4s a management control device during
the year.

6. The budget for the Proprietary Fund is adopted on a basis nol consistent with
generally accepled accounting principles (GAADP). Encumbrances are treated the
same way for GAAP purposes and lor budpet purposes.

I'he Board of Directors mav approve amendments 1o the appropriated budget. which are
required when a change is made affecting budgeted ending balances. The appropriated
budget for the year ended June 30, 2009 was properly amended by the Board through the
year. These amendments resulted in the following changes:

Original Final
__Budger _Budget
Proprietary Tund $ 264,192 $ 264,192

lventory
Inventories of malerials and supplies are valued al cost (first in, first out). The expense is
recognized at the time the individual ilems ate used.

Cash Equivalents

Interest bearing deposits with maturities of 90 days or less are considered cash
equivalents in the statement of cash flows, Reswicled vash and cash equivalenls are
included with unrestricted cash and cash equivalents for cash {low reporting purposes.

Deposits and invesiments

The Distrier’s cash and cash cquivalents are considered to be cash on hand, demand
deposils, and short-term investmenty with original marturities ol three months or less from
the date of acquisition.

State statutes authorize the invesunent ¢of the District’s funds n a wide variety ol
mstruments including certificares of deposit and other similar obligations. state
investment pool, and money marke! accounts, The District is also allowed 1o invest in

United States Government ubixgatmns All funds for the District must follew the above
investment policies,

-1



STATE OF NEW MEXICO
THOREAU WATER AND SANTTATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS-CONTINUED
June 30, 2009

significant Accounting Policies (cont,

‘U
Cash (continued)
[Jeposits of funds may hc made in interest or non-interest bearing checking accounts in
one or more banks or savings and loan associations within lime geographical boundaries
of the District, Deposits may be made 1o the extent that they are insured by an agency of
the Lnited States or by collateral deposited as securily or by bond given by lime Tinancial
institution,

The rate of inlerest in pon-demand interesi-hearing accoumts shall be set hy the Staw
Beard of Finance, bul in no case shall the rate of interest be less than one hundred pereent
of the asked price on United States Treasury bills of the same malurity on nme day ol
deposit.

Excess of [unds may he temporarily invested in securities which are issued by the State or
by the United Stales povernment. or by lheir departments or agencies, and which are
either direct obligations of the State or the United States or are backed by the lull faith
and credit ol those povernments.

Investments lor the District are reported at fair value.

Estimation
The preparation of linancial statements in condormity with generally accepled accounting
principles requires managemenl 1o make estimates und wssumptions that effect cemain
reported amounts and disclosures, Accordingly, acwmal results could differ from those
estimates.

Operating Revenues and Expenses

Operating revenues and expenses are thusc that result from providing services and producing
and delivering goods and/or services. [t also includes all revenue and expenses not related 1o
capital and related fmancing. noncapital linancing, or invesling actvities.  The Disirict
reports expenses related to the use of economiv resources.

Grants

On September 5, 2006. the District entervd into an agreemem between the New Mexico,
Department of Agricullure, and the Thoreau Waler and Sanitation Districl, The agreement is
to provide a reimbursement grant for the amount of $50,000, The grant was appropriated to
the Districl during the 2006 New Mexico Lepislative session, 1ouse Bill 622, The grant is lo
pian. design and construct improvements for the District’s water and sanitation system, The
grant agreement will terminate on June 3t 2009, As of June 30, 2009 the District expended
the entire $30,000 for wastewater prejects and this amount was reimbursed to the District. As
of June 30, 2009 the District received $2,281 which was deferred [rom the prior vear, To dale
the 1istrict has expended $7.693 1n fiscal year 2007, $335,024 in fiscal year 2008 and $9.281]
in fiscal year 2009 [or a tutal of $30.000 which has been capitalized.

Restricted and Linresiricted Resources

Restricted resources are used for expenses unly after unrestricted resources are depleted.
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STATE OF NEW MEXICO
THOREAU WATER AND SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS-CONTINUED
June 30, 2009

Compensated Absences

Accumulated unpaid vacation time is accrued m the fiscal vear when earned. Compensation
for absences due to illness is paid at the discretion of the Board ol Directors. This amount paid
lor compensated absence was $1,312. A summary ol changes in compensated absences follows,

Amount
Ralance Balance Due within
(=300 [nerenses IJecreases 06-30-09  One Year

Compensated Absences £ 4368 § 2832 $ (2.006) s Si94 £ 2832

Reduction of debt includes decrcases in compensated absences which are not mcluded as
expenditures in the operating budget.

Changes in Long Term Debt

As of June 30, 2009 the District did not currently have anv long-term debi.

Changes in Utility Plant in Service
A summary of changes in the utility plant in service for the vear ended June 30, 2009 are as
follows:

Balance Balancy
_06-30-08  Additions Deleticns £6-30-09
Business tvpe activities:
Capital assers. not being depreciated:

Land & 153.500 b ] £ 0 g 153500
Capital assets, being depreciated:

Building 514,543 (1 514,543

Water and sewer lines 422,249 0 422249

Machinery and equipment 145,804 3,383 151,187

Land improvemerits | 26,024 {l [26.524

Fumniture & equipment 8.393 0 §.593

1,218,113 5,583 4] | 223496

Less acoumulated deprecialion (328.695) (43.548) [} {972.243)
Total capital assets.

bemg depreciated. net 280418 (18165} i 251.253
Business type activities

capital assets. net S 442918  S(3B.1635) $ 0 § 404,753

Depreciation expense for the year ended June 30, 2009 wnaled $ 43.548.



STATE OF NEW MEXICO
THOREAU WATER AND SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS-CONTINUED
June 30, 2009

Summary of cash accounts

Cash is restrivied by the smount of $96,167, representing restrictions for customer deposits and
retirements.

At fune 30, 2009, the carmying amount of the District’s deposits was $175.161 and the bank balance was

$173.555 OF this balance $173.555 was covered by federal depository insurance and therefore, the
District was not subject to custodial credit risk.

Custodial eredit risk is the risk that in the event of a bank failure, the District’s deposits mav nut be
returned Lo it. NM State Statutes require collateral pledged for deposits in excess ol the federal deposit
insuraiee to be delivered, or a joint salekeeping receipt be issued, to the Distriet for at least one half of
the amount on depasit with the institution. The schedule listed helow will meet the State of New Mexico
(Mtice of the State Auditor’s requirements in reporting the insured and uninsured portion of deposits:

Type of Bank

Deposilory Accounl Name Agcount Balance
First Community Bank

Interest Business Checking Checking S 13,017

Total Fiest Bank {017

Less: FDIC coverape ams

Total not [ederally insured % {

Wells Fargo Retirement Fund 1 Savings 5 27221

Total Savings Wells Fargo < 1,221

| ess, FDIU coverage 27,34)

Total nut [ederally insured ot 0

Wells Fargo Deposit Acoount Checking 16,370

Wells Fargo [Chepirait Account Checking 48,001

F'otal Wells Targo Bank 64,371

Less: FDIC coverage __ 64351

Total not federally insured i

Finnacle Bank  Business MMA Account Savings S 68.944

Total Pinnacle Bank 085940

[.ess: FIHC coverage _ 6B944

Total not tederally msured § 0

Total cash in bank $ 173555

Add cash on hand 30

Add vutstanding deposits 43233

Less outstanding checks {2.677)

Reconciled ¢cash balance 1751061

The tvpes of collateral allowed are limited to direct ubligations of the United States Government and all
bonds issued by any agency. disriel or political subdivision of time State ot New Mexice. According to
the Feduernl Deposit Insutance Authority. public unit deposits are funds owned by the District. Time
deposits, savings deposits and interest bearing now accounts of a public unil in an institution in the sams
stale will be msured up to $250.000 in aggregate and separaie from the $250,000 coverage for public
unit demand deposits 41 the same institution.

-13-
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STATE OF NEW MEXICO
THOREAU WATLER AND SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS-CONTINUED
June 30, 2009

Accounts Receivable
The accounts receivable (customer receivables) reported on the Statemenl of Net Assets are as
tollows.

Accounts receivable 5 34.386
Estimated uncolleetible _ 677
Total receivables $ 33,709

Pension Plan

The Thstriet established a delined contribution pension (retirement} plan during the Liscal year
ended June 30, 1985, The plan does nol appear to be have heen properly estahlished or funded.
All of the District emplovees are covered under the plan, Accordingly, all salaries are covered
by the plan.

Uhe plan 1s merely a savings account serup w record the District’s contribution for the
employees. Currently the amount in this account 18 $27.22| earning inlerest of 20% (see
Comments and Recommendations 07-2)

Retiremenl chipibality

After one year of employvment, all permanent employees of the Mistrict are eligible to
participate in the plan, Vesting is vn a praduared basis: 10% the first ycar, 204 the second,
50% the third, 75% the fourth and 100% the fillth ycar, |'he Hoard has resolved w contriburte
6% of an employee's salary in a scprepated savings account lor cach participating emplovec.
The pension plan is tunded monthly, Upon retirement, termimation (except {or cause), or 30%
disability, the employee is entitled lo receive the amount in his or her savings account including
the interest earned.

Risk and Related insurance data

The District is exposed to various risks of loss related to: general and automolile liabilities,
including civil rights (1orts): theft of, damage to. and destruction of district property assets;
errors; injurics to employees: and natural disasters. all of which are covered by commercial
insurance. There has been no significant reduction in insurance coverage.

Cuommitments and Contingent Liabilities
In the event that waste water in the lagoons vontaminates the local ground water, the Thstrict

haz 24 hours to notifv the New Mexico Environmental Department (NMED), If the District
Fails 1o provide the proper information and submit a corrective action plan within 15 days, The
NMED may assess ¢ivil penalties up to 515,000 per day,

14



Thoresu Waler and Sanitalion District

Schedule ot Revenues, Expenses Budger and Actual (non-GAAT Budgetary Fasis]

Revenes.

Water and Sewsr Incoms

l'otal revenues

Expenses;

Salarics and wages

Contract lahor

Materials, supplies, & maintenance

Legal & accounting

Retirement plan

Taxes & Insurance

Licllities

Cther - Misc

l'oral pperating expensas

Non-operating revenues and expenses:

Investment income

rant

{rant expenses

Reserve Account

Tolal non-vperaling revenue & axpenses

Excess (deficiency t of revenues and other sourges

pver expenses and other uses
Prior vear cash balance required

to balance the budgst

RECONCILIATION 10 GAAP:
Depreciation
Accounts receivable
Inventors
Prepaid Insurance
Lapital Ourlay
Accounts payable and accrued expenses
Change 1 het Assets | Exhibit 2)

State of Mew Mexico Exhiit 4
Proprietary Fund
Year ended June 30, 2009
Original Final Variance
Approved Appraved Favorable
Budget Budger Actoal rUnfavorahle)
S SB4.192 5 Zh41NZ & UH.TE % (55,482}
2641972 244,192 208.700 (5544920
67,00 67,000 3637 16,343
6,000 &.000 2.332 3008
Ti.mad 77.952 37,793 26,1359
8,300 8500 B.0174 2426
2500 3,500 el | 4+5
36,000 36000 22,224 13.776
33,000 5000 29493 5307
30,000 30,000 25424 4,576
163,952 263,952 232,049 G M3
.12 [z
9.281 Y2R|
{9.281) (9.281)
(2400} [240) 240
(240 [ 240 | SR |.252
- - 7663 5 7.663
$ - 5 -
{43,548}
7,776
(282
358}
3,383
2,147

The notes bo the firanoe statemants are an irtedral part of this statemant

A5

5

{21,454
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REPORT ON [INTERNAL CONTROL OVER FINANCTAL
REPORTING AND ON COMPLIANCE AND OTIIER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMEN1S PERFORMED
IN ACCORDANCE WITH GOVERNMENT AU'DITING STANDARDS
(Significant Deficiencies, Reportable Instances of Noncompliance. and Other Matters Identified)

[Tecwor H. Balderas,
New Mexico State Auditor

And
Members of the Board of Directors
Thoreau Water and Sanitation Distict
Thoreay, New Mexico

We have audited the financial statements ol the business-type aetvitics and the budget comparison
presented as supplemental informanon of Thorean Water and Sanitation Districl (the District), as of and
lor the year ended June 30, 2009, and have issued our report therenn dated October 30, 2009, We
conducted our audil in accordance with auditing standards generally aceepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
1ssued by the Comptroller General of the United States.

Internal Contral Over Financial Reporting

In planning and performing our audit, we considered the District’s intemnal control vver financial
reporting as a basis lor desipming our auditing procedures for the purpose of expressing our opinions un
the financial statements, but not for the purpose ol expressing an opinion on the effectiveness of the
Ihatrict’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Thstriet’s mrernal contral over financial reporting.

(ur consideration of internal control over financial reporting was for the limited purpose deseribed in the
preceding paragraph and would not niecessarily identify all deficiencies in internal control vver financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies m internal control over financial reporting that we consider o be significan
delicienvivs,

A conrol deliciency exists when the design or operation of a control does not allow manapement or
cmployees, n the normal course of perlorming their assigned functions, to prevent or detect
misstalemenls on a lmely basis, A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the District’s ability fo initiate, authorize, record. provess, or
report linancial data reliably in accordance with generally accepted accounting principles such that there
is more than a remole likelihood that a misstatement of the District’s Gnancial slalements that is more
than nconsequential will not be prevented or detected by the ageney’s internal control. We consider the
delicicncics deseribed in the accompanying schedule of lndinps and responses 1o be significant
deficiencics in internal control over financial reporting, listed as ilems G7-1, 107-3 and 08- |,

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




Our consideration of the internal control over linancial reporting was for the limited purpose described wl
the Lirst paragraph of this section and would not necessarily identily all deficicncies in the internal control
that might be significant deficiencics and accordingly would not necessarily disclose all significam
deficiencies that are also considered to be material weaknesses. However, of the significant deficiencies
deseribed above, we consider items 07-1 and (07-3 to be material weaknesses,

Compliance and Other Matters
As part of obtaining rcasonable assurance about whether the District’s (inanvial statements are free of

material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and granl agreements, noncompliance with which could have a direct and material eflect un the
delerminalivn ol linancial statement amounts. However, providing an opinion on compliance with those
provisions was not an ohjective of our audit. and accordingly, we do not express such an opinion. The
results of our tests disclosed instances ol nunconipliance or other matters that are required to be reported
under Govermment Audinng Standards and which are deseribed in the accompanying schedule of Andings
and responses as items 07-2 and 17-3,

Fhe District's respanses to the finding identified in our audit are described in the accompanying schedule
of Lindings and responses. We did not audit the Distriet’s response and, accordingly, we cxpress no
gpimion Vi it

Tlys report is intended solely for the information and use vl the Board of Directors, management. and the
New Mexico State Auditor. the New Mexico Legislature, the New Mexico Department of Finance and
Administration and is not intended to be and should not be used by anvone other than these specified
parties.

October 30, 2009



STATE OF NEW MEXICO
THOREAU WATER AND SANITATION DISTRICT
SUMMARY OF PRIOR YEAR AUDIT FINDINGS
June 30, 2009

Prier Year Audit Findings Currenl Status
N7-1  Capital Assels Repeated in current vear
(17-2  Defined Contributiors Pension Plan Repeated in cutrent vear
07-3  Inlernal control structure does not allow

lur adequate segregation of duties Repeated in current vear
08-1  Auditor Preparalion of Financial Statements Repeated in current vear

-1d-
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STA'TE OF NEW MEXICO
THOREAU WATER AND SANITATION DISTRICT
SCHEDLULE OF FINDINGS AND RESPONSES

June 36, 2009
CURRENT YCAR FINDINGS
Auditor Preparation of Financial Statements

Condition
I'he District does not have conlrols over the preparation of the [Inancial statements which
would prevent or detect a misstatement in the financial statements. The District’s emplovees
and management lack the training and qualificativns w apply generally accepled accounting
principles in recording the District's financial transactions and preparation of the financial
statements,

Criteria

A system of internal control over linancial reporting ncludes controls over tinancial statement
preparation (ineluding footnote disclosures). Emplovees and management need 1o have
training and qualifications to apply generally accepied secounting principles in recording the
District’s financial transactions and preparation of the [inancial statements. (SAO Rule
2.228.04)and SAS 112)

{ause

The auditor prepared the audited financial statements (including footnote disclosures) because
the Distriet's employees and management lack the proper training und yualifications to apply
generally accepled accounting principles in recording the District’s finaneral transactions and
preparation of the financial statements.

The linancial starements (including footnoles) could have misstatements that arc not
discovered on a tmely basis,

Recomimendation

The District should adopl policies and procedures for conirols over financial statement
preparation (including lowinotes). Also the Distict should invest in s emplovees and
management so they may receive the proper training and qualifications W apply generally
accepted gccounting principles m  recording the District’s financial  transactions  and
preparation of the financial stalements.

Avency Respanse:
The District will consider adopting policies and procedures for controls over linancial
stalement preparation (including foomoes).

~ -
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STATE OF NEW MEXICO
THOREAU WATER AND SANITATION DISTRICT
SCHEDULE OF FINDINGS AND RESPONSES CONTINUED
June 30, 2009

Capital Assels

Condition

The District does not maintain a historical listing of capital assets by type and locauon, e,
buildings. vehicles, furniture and fixtures.

Criteria
Sound accounting and comtrol procedurcs require that detailed listings of assets be maintained
o praperly account for and safcguard all the assets ol the District (12-6-10 NMSA 1978).

Cause

The curremt administration wnherited the financial records in the state they are now in. The
predecessor. Thoreau Mutual Domestic Waler Consumers and Sewage Waorks Association,
owned and operated the water and sewage system in the Village ol Thorean from its crealion on
October 3, 1962, On May 27. 1977, 4 petition 0 organize a Thoreau Sanitation Disteict was
hegun and in 1978 the rransfer of the Association to a district was finalized. It is estumated that
cash and plant assets of approximately $240,000 were contributed to the District by MeKinley
County.

Liiect

Withour the accounting and control procedures over the assets acquired there i the possibility
that assets are not being accounted for properly on the financial records and there is Lhe
possibility thal ussets could be misplaced, lost or stolen.

Recommendation
All assets should be properly accounted fur and should be documented on a schedule of

praperty, plant and cquipment, The detailed property, plant and equipment listing should be
reconciled fo the peneral ledger on a periodic hasis.

Response

Concur: Lhe Board concurs with the Auditor’s recommcndation and will 1ake steps to correct
the above finding. Since the organization inherited the financial records in the eondition that
they are in. it will seek alternatives to establish beginning balances in the capital asset accounts,

2=



STATE OF NEW MEXICO
THOREAL WATER AND SANITATION DISTRICT
SCHEDULE OF FINDINGS AND RESPONSES CONTINUED
June 30, 2009

Defined Contribuuon Pension Plan

‘The District established a defined contribution pension (reticemaent) plan during the fiscal vear
ended June 3{. 1985, The plan does not appear lo be have been properly established or funded,

Criteria

Although advance TRS approval isn't required, iU's desirable and customary w seek it by
requesting a determination letter on special [urms issucd by RS, Instead of establishing a plan
o its own, an emplover can adopt a qualilivd plan using an IRS-approved master or protolype
plan prepared and sponsored by trade or prolessional associations, banks. insurance companics
or regulated investmenl compames. There are striet rules for funding and control over the funds
contributed Lo the plan.

Cause
The current admumstration inherited the plan as it is now established, which they thought was
properly established and was being funded correctly.

Elleet
Without a proper defined benefit plan in place the disinet could face substantial penalties
imposed by the IRS,

Recommendation
We recommend that the Districr take steps to correct the plan.

Eesponse

Concur: The Board conturs with the Aunditer’s recommendation and will wake steps to correct
the above finding. Since the current administration inherited the plan as 1t is now established. it
will Lake sleps to correct plan.
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STATE OF NEW MEXICO
THOREALU WATER AND SANTTATION DISTRICT
SCHEDLLE OF FINDINGS AND RESPONSLES CONTINLED
June 30, 2009

Internal control structure does not allew for adequate segregation of duties

Condition.
District internal control related to financial reporting lacks segregation ol dutics between person
receiving monev and person recording the daily transactions,

Criteria
Segrcpation ol dutics is part sound internal control structure.

Cause
The distriet lacks the personnel to segregate duties, So the District’s management has accepied
the degree of risk associated with a lknown condition because of cost,

Effect
Lack of segregation of duties may allow overrides ol inlernal control to the detriment of the
overall objectives of the system.

Recommendation

We recommend that the District re-evaluate theis inteenal contral environment and’or appoint
an audil commitlee 1o redesign internal control operations, in order to safeguard the District’s
ASS0TS,

Respunse

After a review and discussion 1o relation to the segregation of duties between receiving money
and recording the daily transactions. the Board agreed thar at this time with limited [unds
available for employing extra emplovees is bevond the Districts means. We will continue to
review and look at options so the District may in the future be able 10 improve in the financial
internal control.

b i



STATE OF NEW MEXICO
THOREAU WATER AND SANTTATION DISTRICT
OTIIER DISCLOSURES
June 30, 2009

Cxit Conference

An exit eonference was held at Thoreau Water and Sanitation District en October 30,
2005:

Representing Lhoreau Waler and Sanitation District were:

James Herman President
Sherry Botkin Office Manager

Representing the firm of Fidel A. Bernal. P.C. was:

Fidel A, Bernal, CPA

Report Dralling

‘The financial stalements, accompanving notes. and independent auditor’s reports were
drafted by Fidel A. Bemal, P.C.; however, maintaining the audited books and records s
the responsibility of manapgement. Accordingly. management is responsible for ensuring
that these hooks and records adequately supporl the preparation of financial statements in
accordance with generally accepted accounting principles and that records are current and
in balance.
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November 30, 2009

state of New Mexico

OlTice of the Sute Auditor

2540 Camino Fdward Ortiz, Suite A
Santa Fe, NM 87507

Re: Thoreau Waler and Sanitation District
Year ended June 3. 2009

For the yearended June 30. 2009 there arc no passed adjustments lor Thorcau Water and
Sanitation [hstrict.




