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Independent Auditor's Report wWww.riccicpa.com

Mr. Hector H. Balderas, State Auditor

and

To the Honorable Members of the Board of County Commissioners
State of New Mexico - County of Torrance

Estancia, New Mexico

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information and the budgetary comparisons for the
general fund and major special revenue fund of the State of Mexico, County of Torrance
(County), as of and for the year ended June 30, 2012, which collectively comprise the County’s
basic financial statements as listed in the table of contents. We also have audited the financial
statements of each of the County’s non-major governmental funds and the budgetary
comparisons presented as supplementary information in the accompanying combining and
individual fund financial statements as of and for the year ended June 30, 2012, as listed in the
table of contents. These financial statements are the responsibility of the County’s management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the County’s internal control over financial reporting. Accordingly, we express
no opinion. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by 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 to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the County as of June 30, 2012, and the respective
changes in financial position and the respective budgetary comparisons for the general fund and
major special revenue fund for the year then ended, in conformity with accounting principles
generally accepted in the United States of America. In addition, in our opinion, the financial
statements referred to above present fairly, in all material respects, the respective financial
position of each non-major governmental fund of the County as of June 30, 2012, and the
respective changes in financial position and the respective budgetary comparisons for the non-
major governmental funds for the year then ended in conformity with accounting principles
generally accepted in the United States of America.
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Mr. Hector H. Balderas, State Auditor

and

To the Honorable Members of the Board of County Commissioners
State of New Mexico - County of Torrance

Estancia, New Mexico

In accordance with Government Auditing Standards, we have also issued our report dated
November 13, 2012 on our consideration of the County’s internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is 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. 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.

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 4 through 9 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the basic financial statements
that collectively comprise the County’s basic financial statements and on the combining and
individual fund financial statements and the budgetary comparisons. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and is not a required part of the financial
statements. The additional schedules listed as “other supplemental information” in the table of
contents are presented for purposes of additional analysis and are not a required part of the
financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of
the financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

Ricci & Company LLC

Albuquerque, New Mexico
November 13, 2012
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MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2012

Torrance County’s discussion and analysis is designed to (a) provide an overview of the
County’s financial activities, its mission and function, (b) provide a description of significant
capital assets, (c¢) provide a brief discussion of the basic financial statements, including the
relationships of the statements to each other, and the significant differences in the information
they provide, (d) provide an analysis of the County’s financial position, and (e) identify any
material deviations from the financial plan (approved budget).

Torrance County Government Mission Statement

Torrance County is committed to effective, efficient and responsible public policy, excellent
public service, courteous public contact, sensitivity to cultural beliefs and preservations of their
heritage, providing quality services as required by law or mandated by the public, enhancing the
health, safety and general well-being of the citizens of Torrance County and conducting county
operations in a legal, ethical and fair manner.

The County of Torrance is a political subdivision of the State of New Mexico, created in 1905
under Section NMSA 4-30-1 to 4-30-2.

Financial Highlights

e Torrance County’s total net assets at June 30, 2012 were $14,613,880, which is an
increase of $248,050 over FY2011 when taking into account the restatement or $519,997
over the FY2011 reported balance.

e As of the close of the fiscal year 2012, the County’s government wide financial
statements showed current assets of $5,438,071 and net capital assets of $13,622,404.

Overview of Financial Statements

This discussion and analysis is intended to serve as an introduction to Torrance County’s basic
financial statements. Torrance County’s basic financial statements consist of three components:
1) government-wide financial statements, 2) fund financial statements, and 3) notes to the
financial statements. This report also contains other supplementary information in addition to
the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad overview of Torrance County’s finances, in a manner
similar to the private-sector business. These statements consist of the statement of net assets and
the statement of activities.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30,2012

The statement of net assets presents information on all of the County’s assets and liabilities, with
the difference between the two reported as net assets. Over time, the increases or decreases in
net assets may serve as a useful indicator of whether the financial position of Torrance County is
improving or deteriorating.

The statement of activities presents information showing how the County’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

The government-wide Statement of Activities of the County reflects the activities of the County
by its governmental functions. The Statement of Activities identifies financial resources that are
directly related to the governmental function. Financial resources that are not specifically related
to the governmental functions are shown as general resources in the bottom portion of this
statement. The Statement of Activities also shows the change in net assets for the fiscal year.

The government-wide financial statements can be found on pages 10-11 of this report.

Fund Financial Statements — Governmental Funds. A fund is a grouping of related accounts
that is used to maintain control over resources that have been segregated for specific activities or
objectives. The County, like other state and local governments, uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements. All of the funds of the
County are considered Governmental Funds, except for the Agency Funds of the County, which
report on financial resources collected, held for, and distributed to other governmental entities by
the County Treasurer.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-
term inflows and outflows of expendable resources, as well as on balances of expendable
resources available at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financing requirements and resources.

The governmental funds use the modified accrual basis of accounting whereby revenues are
recognized when they become available and measurable as net current assets. “Available”
means collectible within the current period or soon enough thereafter to be used to pay liabilities
of the current period. Expenditures are generally recognized under the modified accrual basis of
accounting when the related fund liability is incurred.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30,2012

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the County’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between the governmental fund financial statements and the
government-wide financial statements.

In addition to the General Fund, the County maintained other individual governmental funds that
are classified as Special Revenue funds. Of these, the Road, Jail and Civil Defense Funds are
considered major funds. (A fund is considered to be a major fund depending on the amount of its
assets, liabilities, revenues, or expenditures.)

Torrance County adopts an annual appropriated budget for all of its governmental funds.
Budgetary comparison statements have been provided for the governmental funds to demonstrate
budget compliance.

The basic governmental fund financial statements can be found on pages 12-18 of this report.

Notes to the Financial Statements. The notes provide additional information that is essential to
a full understanding of the data provided in the government-wide and the fund financial
statements. The notes to the financial statements can be found on pages 19 to 49 of this report.

Budgetary Comparisons. GASB 34 requires budgetary comparison schedules for the general
fund and for each major special revenue fund that has a legally adopted annual budget. The
budgetary comparison schedules present both the original and the final approved budgets for the
reporting period as well as the actual inflows, outflows and balances, stated on the County’s
budgetary (cash) basis. As required by the Office of the New Mexico State Auditor under 2.2.2
NMAC, “Requirements for Contracting and Conducting Audits of Agencies,” the budgetary
comparison statements of the non-major governmental funds are presented as supplemental
information. Budgetary information is provided at the approved budget level to demonstrate
compliance with legal requirements.

Other Information. The combining statements referred to earlier in connection with non-major
government funds are presented immediately following the Notes to the Financial Statements.
Combining and individual fund statements can be found on pages 55 to 136 of this report.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the County, assets exceeded liabilities by $14,613,880 at the close of the

most recent fiscal year. Comparative net assets are shown below:

Governmental
Activities
June 30, 2012

Assets:
Current assets:
Cash and investments $ 3,396,926
Other current assets 2,041,109
Total current assets 5,438,035
Capital assets, net 13.622.404
Total assets 19.060.475
Liabilities:
Current liabilities 1,405,048
Non-current liabilities 3,041,547
Total liabilities 4,446,595
Net assets:
Invested in capital assets net of
related debt 10,032,210
Restricted for debt service 389,746
Restricted for capital projects -
Special projects 1,748,813
Unrestricted 2.443.111
Total net assets $ 14,613,880

The increase of $248,050 from the previous year is primarily related to:

Governmental
Activities
June 30, 2011,
as restated

3,518,138
1,926,380
5,444,518
13,834,288
_19,278.806

1,312,268
3,600,708
4,912,976

9,713,933
307,719
90,237
2,022,567
2,231,374
14,365,830

e An increase in property tax receivables as it related to the restatement.

e A decrease in overall long term debt.




STATE OF NEW MEXICO
COUNTY OF TORRANCE

MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2012

Changes in Net Assets: The overall increase in the County’s net assets is shown in the

following schedule:

Program revenues

Governmental
Activities
June 30, 2012

Governmental
Activities
June 30, 2011,
as restated

Charges for services $ 373,097 290,386
Operating grants 3,401,725 2,634,718
Capital grants 541,473 1,154,711
General revenues
Property taxes 3,757,658 3,692,175
Local and State share taxes 2,294,823 2,791,098
IRB payment in lieu of taxes 325,000 325,000
Investment 5,121 4,519
Other Miscellaneous Revenues 4,620 485
Loss on disposal of capital assets - (1,721)
Total revenues 10,703,517 10,891,371
Expenses
General Government 3,834,549 3,555,099
Public safety 4,010,468 3,738,341
Highways and streets 1,262,567 1,344,345
Health and Welfare 935,467 881,360
Culture and recreation 277,566 231,777
Interest on long-term debt 134.850 183,107
Total expenses 10,455.467 9.734.029
Change in net assets 248,050 1,157,342
Beginning net assets, July 1 14,365,830 13,180,554
Restatement (see note below) - 27.484
Ending net assets, June 30 $ 14,613,880 14,365,380

Note: this restatement is related to fix asset additions that were made in 2010 and never
capitalized on the County’s fixed asset listing.

FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

Governmental Funds

The focus of the County’s governmental funds is to provide information on near-term inflows,
and balances of expendable resources. Such information is more useful in assessing the
County’s financial position than the government-wide statements, because the fund financial
statements better reflect the reality that certain revenues are legally restricted for specific
purposes and cannot be used to cover the costs of other operations.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30,2012

At June 30, 2012, the County had no deficit fund balances. This is the third consecutive year the
County accomplished this goal.

General Fund Budgetary Highlights

Changes between the original General Fund budget and the final amended General Fund budget
are summarized as follows:

e There were changes between the original and final amended budgeted revenues and
expenses for all of the County’s major funds. In addition, budget adjustments were made
to various non-major special revenue and capital project funds that were related to
changes in grant funding, changes in legislative appropriations, and the creation of new
funds.

e The General fund received approximately 104% of budgeted revenues. Actual property
tax revenues exceeded budgeted revenues by approximately 5%, but revenues related to
the shared taxes were under the budgeted revenues by approximately 3.5%. It expended
96% of all expenditures. General government and Public safety expenditures in the
General Fund were both approximately 96% of the budgeted amount.

e The Road Fund actual revenues exceeded budgeted revenues by approximately 3%. It
also expended approximately 91% of its budgeted expenditures.

Changes in Capital Assets and Long-Term Liabilities of the County

During the year ended June 30, 2012, net capital assets decreased by approximately $184,000
since depreciation expense exceeded current year capital asset acquisitions. Total current year
acquisitions were $870,138 and depreciation expense was $1,082,022, taking into account the
restatement.

The County’s long term liabilities also decreased during the year. The County made all
scheduled debt payments and did not incur and new debt during the year ended June 30, 2012.

Economic Factors and Next Years Budgets

The County implements an across the board 3% increase in property values. This in turn
generally results in an increase in property tax revenues for the County. The increase has been
reflected in the June 30, 2012 budgets in all funds, and line items, affected by property taxes.

The economy as a whole has had an impact on Gross Receipts Taxes throughout the County.
Although revenues have steadily decreased, it has not been significant enough to adversely
impact the County.

Request for Information

This financial report is designed to provide a general overview of the County’s finances.
Questions concerning this report or any request for additional financial information should be
addressed to Joy Ansley, County Manager, PO Box 48, Estancia, NM 87016.
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STATE OF NEW MEXICO

COUNTY OF TORRANCE
GOVERNMENT-WIDE STATEMENT OF NET ASSETS
June 30, 2012
Governmental
Activities
ASSETS
Current assets:
Cash and investments $ 3,396,962
Intergovernmental receivable 753,039
Taxes receivable 1,193,829
Prepaids 94,241
Total current assets 5,438,071
Noncurrent assets:
Capital assets 21,666,727
Less accumulated depreciation (8,044,323)
Total noncurrent assets 13,622,404
Total assets 19,060,475
LIABILITIES
Current liabilities:
Due to other governmental units 176,810
Accounts payable 379,163
Accrued payroll and taxes 148,275
Current portion of long-term obligations 700,800
Total current liabilities 1,405,048
Noncurrent liabilities
Noncurrent portion of long-term obligations 3,041,547
Total noncurrent liabilities 3,041,547
Total liabilities 4,446,595
NET ASSETS
Investment in capital assets, net of related debt 10,032,210
Restricted for:
Debt service 389,746
Capital projects -
Special projects 1,748,813
Unrestricted 2,443,111
Total net assets $ 14,613,880

The Notes to the Financial Statements are an integral part of this statement.
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STATE OF NEW MEXICO
COUNTY OF TORRANCE

GOVERNMENT-WIDE STATEMENT OF ACTIVITIES

Year Ended June 30, 2012

Functions/Programs
Expenses

Governmental activities
General government
Public safety
Highways and streets
Health and welfare
Culture and recreation
Interest on long-term debt

Total governmental activities

Program Revenues Net
(Expenses)
Operating Capital Revenues and
Charges for ~ Grants and Grants and Changes in
Expenses Services  Contributions Contributions Net Assets
(3,834,549) 274,418 912,367 35,586 (2,612,178)
(4,010,468) 97,479 1,840,610 499,931 (1,572,448)
(1,262,567) - 196,571 - (1,065,996)
(935,467) 1,200 339,629 5,956 (588,682)
(277,566) - 112,548 - (165,018)
(134,850) - - - (134,850)
(10,455,467) 373,097 3,401,725 541,473 (6,139,172)
General Revenues
Property taxes 3,757,658
IRB payment in lieu of taxes 325,000
Federal payment in lieu of taxes -
Local and state shared taxes 2,294,823
Investment income 5,121
Other miscellaneous revenues 4,620
Loss on disposal of capital assets -
Total general revenues and transfers 6,387,222
Change in net assets 248,050
Net assets, beginning 14,093,883
Restatement 271,947
Beginning net assets, as restated 14,365,830
Net assets, ending 14,613,880

The Notes to the Financial Statements are an integral part of this statement.
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STATE OF NEW MEXICO
COUNTY OF TORRANCE

COMBINED BALANCE SHEET - GOVERNMENTAL FUNDS

June 30, 2012

ASSETS
Cash and investments

Due from other funds - pooled cash

Prepaid expenses
Intergovernmental receivable
Property tax receivable

Total assets

LIABILITIES AND FUND BALANCES

Liabilities
Due to other funds - pooled cash
Due to other governmental units
Accounts payable
Accrued payroll and taxes
Deferred revenue - grants
Deferred revenue - taxes

Total liabilities

Fund Balances
Nonspendable
Prepaid expenses
Restricted

Subsequent year's expenditures

Special projects

Road maintainence

Capital projects

Debt service
Committed

Special projects
Assigned

Subsequent year's expenditures

Special projects
Unassigned

Total fund balances

Total liabilities and fund balances

The Notes to the Financial Statements are an integral part of this statement.

Major Funds
401 402
General Road Non-Major
Fund Fund Funds Total
$ 3,396,962 - - 3,396,962
211,791 206,786 1,902,594 2,321,171
94,241 - - 94,241
68,712 77,502 606,825 753,039
1,193,829 - - 1,193,829
$ 4,965,535 284,288 2,509,419 7,759,242
$ 2,109,380 211,791 2,321,171
176,810 - - 176,810
64,052 27,812 287,299 379,163
92,862 23,384 32,029 148,275
1,092,063 17,885 54,948 1,164,896
3,535,167 69,081 586,067 4,190,315
94,241 - - 94,241
966,040 120,791 - 1,086,831
- - 339,930 339,930
- 22,114 - 22,114
- - 378,346 378,346
- - 168 168
334,199 72,302 1,204,659 1,611,160
- - 249 249
35,888 - - 35,888
1,430,368 215,207 1,923,352 3,568,927
$ 4,965,535 284,288 2,509,419 7,759,242
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STATE OF NEW MEXICO

COUNTY OF TORRANCE

RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS - GOVERNMENTAL ACTIVITIES
June 30, 2012

Total fund balances - Governmental Funds
(Balance Sheet - Governmental Funds) $ 3,568,927

Amounts reported for governmental activities in the Statement
of Net Assets are different at June 30, 2012 because:

Delinquent property taxes receivable are not considered
available financial resources and therefore are reported
as deferred revenue in the fund financial statements 1,164,896

Capital assets used in governmental activities are not
financial resources and therefore are not reported in the
fund. These assets consist of:

Total capital assets $ 21,666,727
Less accumulated depreciation (8,044,323)
Related debt (3,590,194)
Total capital assets, net of related debt
and depreciation 10,032,210

Some liabilities are not due and payable in the current period
and therefore are not reported in the fund:
Compensated absences ‘ (152,153)
Total other liabilities (152,153)

Net assets of governmental activities
(Statement of Net Assets) $ 14,613,880

The Notes to the Financial Statements are an integral part of this statement.
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STATE OF NEW MEXICO
COUNTY OF TORRANCE

COMBINED STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES - ALL GOVERNMENTAL FUNDS

Year Ended June 30, 2012

Revenues
Intergovernmental sources - federal
Intergovernmental sources - state
Local and state shared taxes
Property taxes
PILT from Industrial Revenue Bonds
Charges for services
Interest and other

Total revenues

Expenditures

Current:
General government
Public safety
Highways and streets
Health and welfare
Culture and recreation

Capital outlay

Debt service - principal

Debt service - interest

Total expenditures
Excess (deficiency) of revenues
over expenditures before other
financing sources (uses)
Other Financing Sources (Uses)
Operating transfers in
Operating transfers out
Total other financing sources (uses)
Net change in fund balances
Fund balances, beginning of year
Restatement

Beginning fund balance, as restated

Fund balances, end of year

Major Funds
401 402
General Road Non-Major
Fund Fund Funds Total
270,768 83,867 475,785 830,420
268,250 416,913 2,079,287 2,764,450
629,870 615,978 1,203,829 2,449,677
3,352,766 - 404,892 3,757,658
- - 325,000 325,000
145,731 7,842 223,350 376,923
3,376 3,010 3,357 9,743
4,670,761 1,127,610 4,715,500 10,513,871
2,374,356 - 1,124,053 3,498,409
1,018,693 - 2,495,422 3,514,115
- 1,151,790 8,631 1,160,421
169,619 - 627,978 797,597
- - 274,594 274,594
12,823 347,051 510,264 870,138
2,184 - 527,977 530,161
- - 134,850 134,850
3,577,675 1,498,841 5,703,769 10,780,285
1,093,086 (371,231) (988,269) (266,414)
10,000 302,712 977,966 1,290,678
(1,188,712) - (101,966) (1,290,678)
(1,178,712) 302,712 876,000 -
(85,626) (68,519) (112,269) (266,414)
1,306,613 307,443 2,113,080 3,727,136
209,381 (23,717) (77,459) 108,205
1,515,994 283,726 2,035,621 3,835,341
1,430,368 215,207 1,923,352 3,568,927

The Notes to the Financial Statements are an integral part of this statement.
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STATE OF NEW MEXICO

COUNTY OF TORRANCE

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

Year Ended June 30, 2012

Amounts reported for governmental activities in the Statement of Activities
are different at June 30, 2012 because:

Net change in fund balances - total governmental funds $ (266,414)

Governmental funds report capital outlays as expenditures. However, in the

Statement of Activities the cost of those assets is allocated over their

estimated useful lives and reported as depreciation expense. This is the

amount by which depreciation exceeded capital outlay in the current period.

In addition, the Statement of Activities reports gains or losses on disposals.
Depreciation expense $  (1,082,022)
Capital outlay 870,138
Loss on disposal -

Excess of depreciation expense over capital outlay (211,884)

The issuance of long-term debt (e.g., bonds, leases) provided current
financial resources to governmental funds, while the repayment of the
principal of long-term debt consumes the current financial resources of
governmental funds. Neither transaction, however, has any effect on net
assets. Also, governmental funds report the effect of issuance costs,
premiums, discounts, and similar items when debt is first issued, whereas
these amounts are deferred and amortized in the Statement of Activities.
This amount is the net effect of these differences in the treatment of
long-term debt and related items.

Proceeds from long-term debt -
Payment on long-term debt 530,161 530,161

Deferred revenues in the Statement of Activities that do not provide current
financial resources are not reported as revenues in the funds. 189,646

Some expenses reported in the Statement of Activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
governmental funds. Changes in:
Compensated absences 6,541

Change in net assets of governmental activities $ 248,050

The Notes to the Financial Statements are an integral part of this statement.
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STATE OF NEW MEXICO
COUNTY OF TORRANCE

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE - BUDGET TO ACTUAL

GENERAL FUND
Year Ended June 30, 2012

Revenues
Property taxes
Local and state shared taxes
Intergovernmental revenue
Interest
Charges for services
Total revenues

Expenditures
General government
Public safety
Highways and streets
Health and welfare
Culture and recreation
Total expenditures

Excess of revenues over expenditures

Other Financing Sources (Uses)
Operating transfers in
Operating transfers out

Total other financing
sources (uses)

Excess (deficiency) of revenues over
expenditures and other sources (uses)

Fund balance, beginning of year

Net change in fund balance

Prior year cash balance to balance the budget

Budgetary Revenues
Intergovernmental receivable
Property tax receivable (net of restatement)
Deferred revenue (net of restatement)

GAAP revenues

Budgetary Expenses
Prepaid expenses
Accounts payable
Accrued payroll

GAAP expenses

401
Variance with
Final Budget -
Budgeted Amounts Actual Favorable
Original Final Amount (Unfavorable)
3,399,282 3,399,282 3,567,814 168,532
654,000 654,000 632,126 (21,874)
493,982 493,982 539,018 45,036
2,800 2,800 3,376 576
137,649 137,649 145,831 8,182
4,687,713 4,687,713 4,888,165 200,452
2,483,145 2,483,145 2,381,332 101,813
1,051,759 1,051,739 1,015,237 36,522
185,721 185,721 169,538 16,183
3,720,625 3,720,625 3,566,107 154,518
967,088 967,088 1,322,058 354,970
10,000 10,000 10,000 -
(1,188,712) (1,188,712) (1,188,712) -
(1,178,712) (1,178,712) (1,178,712) -
(211,624) (211,624) 143,346 354,970
(211,624) (211,624) 143,346 354,970
211,624 211,624
$ 4,888,165
(21,581)
266,629
(462,452)
$ 3,566,107
(6,619)
23,828
(5,641)

The Notes to the Financial Statements are an integral part of this statement.



STATE OF NEW MEXICO
COUNTY OF TORRANCE

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCE - BUDGET TO ACTUAL

ROAD FUND
Year Ended June 30, 2012

Revenues
Local and state shared taxes
Intergovernmental revenue
Interest
Charges for services

Total revenues

Expenditures
General government
Public works
Capital outlay

Total expenditures

Excess (deficiency) of
revenues over expenditures

Other Financing Sources (Uses)
Operating transfers in
Total other financing
sources (uses)

Net change in fund balance

Prior year cash balance to
balance the budget

Bugetary Revenues
Intergovernmental receivable
Deterred revenues (net ot restatement)

GAAP revenues

Budgetary Expenses
Accounts payable
Accrued payroll

GAAP expenses

402
Variance with
Final Budget -
Budgeted Amounts Actual Favorable
Original Final Amount (Unfavorable)
624,889 624,889 629,046 4,157
481,730 481,730 500,780 19,050
496 496 3,010 2,514
3,986 3,986 7,842 3,856
1,111,101 1,111,101 1,140,678 29,577
972,939 972,939 900,532 72,407
476,219 476,219 399,588 76,631
189,000 189,000 189,000 -
1,638,158 1,638,158 1,489,120 149,038
(527,057) (527,057) (348,442) 178,615
302,712 302,712 302,712 -
302,712 302,712 302,712 -
(224,345) (224,345) (45,730) 178,615
224,345 224345
$ 1,140,678
(18,900)
5,832
$ 1,127,610
$ 1,489,120
10,450
(729)
5 1,498,841

The Notes to the Financial Statements are an integral part of this statement.
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STATE OF NEW MEXICO

COUNTY OF TORRANCE
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES -
AGENCY FUNDS
Year Ended June 30, 2012
ASSETS
Property tax receivable $ 1,648,621
Due from other governmental units 176,810
Total assets $ 1,825,431
LIABILITIES
Due to other governmental units $ 1,648,621
Deposits held for others 176,810
Total liabilities $ 1,825,431

The Notes to the Financial Statements are an integral part of this statement.
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STATE OF NEW MEXICO

COUNTY OF TORRANCE

NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The County of Torrance (County) was created by Section 4-30-1, New Mexico Statutes
Annotated, 1978 Compilation. The powers of the County as a body politic and corporate are
exercised by a three-member Board of Commissioners who are elected. At each general election
in the State of New Mexico, a County Assessor, County Clerk, County Sheriff and County
Treasurer are elected. The County assesses, collects and distributes property taxes; records
property and legal documents; provides ambulance service and law enforcement services; and
maintains County roads.

The financial statements of the County have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP) as applied to
governmental units. The Governmental Accounting Standard Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting
principles. The GASB periodically updates its codification of the existing Governmental
Accounting and Financial Reporting Standards which, along with subsequent GASB
pronouncements (Statements and Interpretations), constitutes GAAP for governmental units.
The more significant of the County’s accounting policies are described below.

In June 1999, the GASB unanimously approved Statement #34, Basic Financial Statements —
and Management’s Discussion and Analysis — for State and Local Governments.

The County implemented the provisions of GASB #34 and its later amendments effective July 1,
2003.

A. Reporting Entity

GASB Statement No. 14 established criteria for determining the governmental reporting
entity and component units that should be included within the reporting entity. Under
provisions of this Statement, the County is considered the primary government, since it is a
special-purpose government that has a separately elected governing body, is legally separate,
and is fiscally independent of other state or local governments. As used in GASB Statement
No. 14, fiscally independent means that the County may, without the approval or consent of
another governmental entity, determine or modify its own budget, levy its own taxes or set
rates or charges, and issue bonded debt. The County has no component units, as defined by
GASB Statement No. 14, as there are no other legally separate organizations for which the
elected Commissioners are financially accountable.
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STATE OF NEW MEXICO

COUNTY OF TORRANCE

NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basic Financial Statements — GASB Statements #34

The basic financial statements include both government-wide (based on the County as a
whole) and fund financial statements. The new reporting model focuses on either County as a
whole or major individual funds (within the basic financial statements). Both the
government-wide and fund financial statements (within the basic financial statements)
categorize primary activities as either governmental or business-type activities. In the
government-wide Statement of Net Assets, both the governmental and business-type
activities columns are presented on a consolidated basis by column, and are reflected on a
full accrual, economic resources basis, which incorporates long-term assets and receivables
as well as long-term debt and obligations. The County did not have any business-type
activities during the year ended June 30, 2012.

The government-wide Statement of Activities reflects both the gross and net cost per
functional category (general government, public safety, etc.). The Statement of Activities
demonstrates the degree to which the direct expenses of a given program are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific
program. Program revenues include 1) charges to customers or applicants who purchase,
use, or directly benefit from goods, services, or privileges provided by a given program and
2) operating or capital grants and contributions that are restricted to meeting the operational
or capital requirements of a particular program. Taxes and other items not properly included
among program revenues are reported instead as general revenues.

The net cost (by function or business-type activity) is normally covered by general revenues
(taxes, intergovernmental revenues, interest income, etc.). Historically, the previous mode
did not summarize or present net cost by function or activity. The County does not currently
employ indirect cost allocation systems.

This government-wide focus is more on the sustainability of the County as an entity and in
aggregate financial position resulting from activities of the current fiscal period.

The fund financial statements are similar to the financial statements presented in the previous

accounting model. Emphasis here is on major funds in either the governmental or business-
type categories. Non-major funds (by category) are summarized into a single column.
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STATE OF NEW MEXICO

COUNTY OF TORRANCE

NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basic Financial Statements — GASB Statements #34 (Continued)

The governmental fund statements are presented on a current financial resource and modified
accrual basis of accounting. This presentation is deemed appropriate to (a) demonstrate legal
compliance, (b) demonstrate the source and use of liquid resources, and (c) demonstrate how
the County’s actual experience conforms to the budget or fiscal plan. Since the
governmental fund statements are presented on a different measurement focus and basis of
accounting than the government-wide statement’s governmental activities column, a
reconciliation is presented on the page following each statement, which briefly explains the
adjustments necessary to transform the fund based financial statements into the governmental
activities column on the governmental-wide presentation.

Private-sector standards of accounting and financial reporting issued prior to December 1,
1989, generally are followed in the government-wide statements to the extent that those
standards do not conflict with or contradict guidance of the Governmental Accounting
Standards Board. Governments also have the option of following subsequent private-sector
guidance for their entity-wide statements, subject to this same limitation. The government
has elected not to follow subsequent private-sector guidance.

Internal activity between the various funds is eliminated in the government-wide financial
statements. Interfund receivables and payables at June 30, 2012 have been eliminated.
These consist of amounts titled “Interfund receivable (payable)” and “Due from (to) other
funds.”

The County’s fiduciary funds (agency funds) are presented in the fund financial statements.
Since by definition these assets are being held for the benefit of the third party and cannot be
used to address activities or obligations of the government, these funds are presented
separately in the governmental funds and are not incorporated into the government-wide
statements.

. Basis of Presentation

The accounts of the County are organized and operated on the basis of funds. A fund is an
independent fiscal and accounting entity with a self-balancing set of accounts. Fund
accounting segregates funds according to their intended purpose and is used to aid
management in demonstrating compliance with finance-related legal and contractual
provisions. The minimum number of funds are maintained consistent with legal and
managerial requirements.

The funds of the County are classified into two categories: governmental and fiduciary. In
turn, each category is divided into separate fund types. The fund classifications and
description of each existing fund type follow.
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STATE OF NEW MEXICO

COUNTY OF TORRANCE

NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C. Basis of Presentation (Continued)
Governmental Funds

Governmental funds are used to account for the County’s general government activities,
including the collection and disbursement of specific or legally restricted monies, the
acquisition or construction of general fixed assets, and the servicing of general long-term
debt. Governmental funds include:

General Fund — the primary operating fund of the County accounts for all financial
resources, except those required to be accounted for in other funds.

Special Revenue Funds — account for the proceeds of specific revenue sources that are legally
restricted to expenditures for specified purposes.

Debt Service Funds — account for the servicing of general long-term debt not being ﬁnanced
by proprietary or nonexpendable trust funds.

Capital Projects Fund — account for the acquisition of fixed assets or construction of major
capital projects not being financed by proprietary or nonexpendable trust funds.

Under the requirements of GASB #34, the County is required to present certain of its
governmental funds as major funds based upon certain criteria. The major funds presented in
the fund financial statements include the following:

General Fund — The primary operating fund of the County accounts for all financial
resources, except those required to be accounted for in other funds. Per GASB #34, the
General Fund is always included as a major fund.

Road Fund — To account for funds used to maintain roads for which the County has
responsibility. Financing is provided by motor vehicle fees flowing through the State.
Expenditures are restricted to the construction and maintenance of County roads.
Authority is Section 67-4-1 NMSA 1978.

Fiduciary Funds

Fiduciary funds account for assets held by the government in a trustee capacity or as an agent
on behalf of outside parties, including other governments, or on behalf of other funds within
the County. The County only had agency funds during the year ended June 30, 2012.
Agency funds are used to account for assets that government holds for others in an agency
capacity.
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STATE OF NEW MEXICO

COUNTY OF TORRANCE

NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Basis of Accounting

Basis of accounting refers to the point at which revenues or expenditures/expenses are
recognized in the accounts and reported in the financial statements. It relates to the timing of
the measurements made, regardless of the measurement focus applied.

The government-wide financial statements and the fiduciary fund financial statements are
presented on an accrual basis of accounting. The governmental funds in the fund financial
statements are presented on a modified accrual basis.

Modified Accrual — All governmental funds are accounted for using the modified accrual
basis of accounting. Under the modified accrual basis of accounting, revenues are recorded
when susceptible to accrual; i.e., both measurable and available. “Available” means
collectible within the current period or soon enough thereafter to be used to pay liabilities of
the current period. The County considers all property tax revenues available if they are
collected within 60 days of year-end. Expenditures are generally recognized under the
modified accrual basis of accounting when the related liability is incurred.

Property taxes are recognized when levied. Derived tax revenues are recognized when the
exchange transaction takes place. Property tax and interest revenue are susceptible to
accrual. Gross receipt taxes collected and held by the State at year-end on behalf of the
government are also recognized as revenue. These are generally received within 60 days of
year-end. Other receipts and taxes become measurable and available when cash is received
by the County and are recognized as revenue at that time. Expenditure-driven grants are
recognized as revenue when the qualifying expenditures have been incurred and all other
grants requirements have been met.

In applying the “susceptible to accrual” concept to intergovernmental revenues pursuant to
GASB Statement #33, the provider should recognize liabilities and expenses and the
recipient should recognize receivables and revenues when the applicable eligibility
requirements, including time requirements, are met. Resources transmitted before the
eligibility requirements are met, under most circumstances, should be reported as advances
by the provider and deferred revenue by the recipient.

E. Property Taxes

The County Treasurer receives deposits of monies from and collects taxes for the various
County funds and other entities located within the County. These monies are deposited by
the Treasurer into banks. In the accompanying financial statements, monies held for other
than County entities are presented as agency fund monies.
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STATE OF NEW MEXICO

COUNTY OF TORRANCE

NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Property Taxes (Continued)

Taxes are collected directly from taxpayers by the County with the Treasurer acting as an
employee of the County and as an agent for the entities for whom the collections are
ultimately distributed.

The County property tax bills must be mailed by November 1%, the first half of the assessed
tax is due November IOth, and becomes delinquent December lOth, the second half of the
assessed tax becomes due April 10" and becomes delinquent May 10", The applicable
property is subject to lien and penalties and interest are assessed when property taxes become
delinquent. When property taxes are delinquent three years, the property is transferred to the
State Property Tax Department for public sale.

Chapter 7, Articles 35 through 38, New Mexico Statutes Annotated, 1978 is the Property Tax
Code. The code provides for valuation, administration and enforcement of property taxes.
The Department of Finance and Administration sets tax rates for the governmental units
sharing in the tax.

The Constitution of the State of New Mexico provides the following maximum tax rates and
restrictions concerning the use of tax proceeds.

Taxes levied upon tangible property shall be in proportion to the value thereof and taxes shall
be equal and uniform upon subjects of taxation of the same class. Different methods may be
provided by law to determine value of different kinds of property, but the percentage of value
against which tax rates are assessed shall not exceed thirty-three and one-third percent. The
Legislature shall provide by law for the valuation of residential property for property taxation
purposes in a manner that limits annual increases in valuation of residential property. The
limitation may be applied to classes of residential property taxpayers based on owner-
occupancy, age or income. The limitations may be authorized state-wide or at the option of a
local jurisdiction and may include conditions under which the limitation is applied. Any
valuation limitations authorized as a local jurisdiction option shall provide for applying state-
wide or multi-jurisdictional property tax rates to the value of the property as if the evaluation
increase limitation did not apply.
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STATE OF NEW MEXICO

COUNTY OF TORRANCE

NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Property Taxes (Continued)

Taxes levied upon real or personal property for state revenue shall not exceed four mils
annually on each dollar of the assessed valuation thereof except for the support of the
educational, penal and charitable institutions of the State, payment of the State debt and
interest thereon; and the total annual tax levy upon such property for all State purposes
exclusive of necessary levies for the state debt shall not exceed ten mils provided, however,
that taxes levied upon real or personal tangible property for all purposes, except special
levies on specific classes of property and except necessary levies for public debt, shall not
exceed twenty mils annually on cash dollar of the assessed valuation thereof, but laws may
be passed authorizing additional taxes to be levied outside of such limitations when approved
by at least a majority of the qualified electors of the taxing district who paid a property tax

therein during the preceding year voting on such proposition.

The County’s operational tax rate for the 2011 property tax year was 10.495 mils for
residential property and 10.835 mils for nonresidential property. The debt service tax rate

was 1.290 mils for both types of property.

F. Budgetary Information

The County follows these procedures in establishing the budgetary data reflected in the

financial statements:

1. Prior to June 1, the County submitted a proposed budget to the Local Government

Division of the Department of Finance and Administration;

2. The Local Government Division in relation to the County shall:

a. Examine each proposed budget, and on or before July 1 of each year, approve and

certify for the County an operating budget for use pending approval of a final budget;

b. Hold public hearings on proposed budgets;

c. Make such corrections, revisions, and amendments to proposed budgets as may be

necessary to meet the requirements of law;

d. Certify a final budget for the County prior to the first Monday of September of each

year. Such budgets, when approved, shall be binding upon all officials of the State;
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STATE OF NEW MEXICO

COUNTY OF TORRANCE

NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. Budgetary Information (Continued)

c.

Upon the approval of the director of the Department of Finance and Administration,
authorize the transfer of funds from one budget item to another when such transfer is
requested and an emergency condition exists meriting such transfer and such transfer
is not prohibited by law. In case of emergency necessitating the expenditure for item
or items not provided for in the budget, upon approval of the director of the
Department of Finance and Administration, the budget may be revised to authorize
such expenditures;

With written approval of the director of the Department of Finance and
Administration, increase the total budget of the County in the event the County
undertakes an activity, service, project or construction program which was not
contemplated at the time of the final budget was adopted and approved and which
activity, service, project or construction program will produce sufficient revenue to
cover such increase in the budget or the County has surplus funds on hand not
necessary to meet the expenditures provided for in the budget with which to cover
such increase in the budget;

Supervise the disbursement of funds to the end that expenditures will not be made in
excess of budgeted items or for items not budgeted and that there will not be illegal
expenditures;

Prescribe the form for all budgets, books, records and accounts for the County; and

With the approval of the director of the Department of Finance and Administration,
make rules and regulations relating to budgets, records, reports, handling and
disbursement of public funds, or in any matter relating to the financial affairs of the
County.

3. The County Manager is authorized to transfer budgeted amounts between departments
within any fund;

4. Formal budgetary integration is employed as a management control device during the
year for the General Fund, Special Revenue Funds, Debt Service Fund, and Capital
Projects Funds.

Budgets for the General, Special Revenue, Debt Service, and Capital Projects Funds are
adopted on a basis inconsistent with GAAP. Budgetary and actual comparisons
presented for these funds in this report are on the non-GAAP (cash) budgetary basis;
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STATE OF NEW MEXICO

COUNTY OF TORRANCE

NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. Budgetary Information (Continued)

5.

Budgeted amounts are as originally adopted, or as amended by the County
Commissioners and approved by the Department of Finance and Administration;

The level of classification detail in which expenditures may not legally exceed
appropriations for budget is at the fund level.

G. Assets, Liabilities and Fund Equity

1.

2.

Deposits and Investments

The County’s cash and investments are considered to be cash on hand, demand deposits
and short-term investments with original maturities of one year or less from the date of
acquisition. State statutes (Public Monies Act 6-10 through 6-10-63 NMSA 1978)
authorize the County to invest in (1) bond or negotiable securities of the United States,
the State or any county, municipality or school district which has a taxable valuation of
real property for the last preceding year of at least one million dollars ($1,000,000) and
has not defaulted in the payment of any interest or sinking fund obligation or failed to
meet any bond at maturity at any time within five years last preceding; or (2) securities
that are issued by the United States government or by its agencies or instrumentalities and
that are either direct obligations of the United States or are backed by the full faith and
credit of the United States government or agencies guaranteed by the United States
government. The County may also invest in repurchase agreements and in the State
Treasurer’s Investment Pool. Sections 6-10-16 and 6-10-17 NMSA 1978 requires that
the deposit of public money be secured by securities of the United States, its agencies,
instrumentalities, counties, municipalities or other subdivisions or by securities that are
guaranteed by the United States or the State of New Mexico equal to one-half the amount
of public money on deposit.

Accounts Receivable

Accounts receivable are recorded in the various governmental funds. They consist of
amounts receivable from local governments relating to various grant agreements and
property taxes receivable. In the government-wide statements, property taxes are
recognized in the year for which the taxes are levied. As of June 30, 2012, there was no
allowance for uncollectable accounts because there is no history of write-offs. In the
governmental funds statements, those property taxes receivable which are not available
within sixty days are deferred. Nonexchange transactions, including grants and
contributions, which are not measurable (reasonably estimated) are not recognized.
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STATE OF NEW MEXICO

COUNTY OF TORRANCE

NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

G. Assets, Liabilities and Fund Equity (Continued)

3.

4.

Capital Assets

Capital assets are recorded at historical cost and depreciated over their estimated useful
lives (with no salvage value). Capital assets are defined by the County as assets with an
initial individual cost of more than $1,000 and an estimated useful life in excess of one
year. Donated capital assets are recorded at their estimated fair value at the date of
donation. Additions, improvements and other capital outlays that significantly extend the
useful life of an asset are capitalized.

Other costs incurred for repairs and maintenance are expensed as incurred. The County
does not capitalize interest in regards to its capital assets. The County capitalizes
purchased software, but has not internally developed software.

Estimated useful life is management’s estimate of how long the asset is expected to meet
service demands. Straight-line depreciation is used based on the following estimated
useful lives:

Land developments 20 years
Buildings and building improvements 20 - 40 years
Furniture and equipment 3 -7 years

GASB Statement #34 requires the recording and depreciation of infrastructure assets,
which include roads, bridges, traffic signals, etc. The County infrastructure assets consist
of roads only. These are depreciated over an estimated useful life of 10 years. In
accordance with the provisions of GASB Statement #34, the County is considered to be a
Phase 3 Government (total annual revenues of less than $10 million) and has elected to
report infrastructure assets in a prospective manner only. That is, infrastructure in place
before July 1, 2003 is not reported.

Deferred Revenues

The County reports deferred revenues on its statement of net assets and fund balance
sheet. Deferred revenues arise when resources are received by the County before it has
legal claim to them, as when grant monies are received prior to the occurrence of
qualifying expenditures. In subsequent periods, when the County has a legal claim to the
resources, the liability for deferred revenue is removed from the balance sheet and the
revenue is recognized.

28



STATE OF NEW MEXICO

COUNTY OF TORRANCE

NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
G. Assets, Liabilities and Fund Equity (Continued)
5. Compensated Absences

Vested or accumulated vacation leave that is expected to be liquidated with expendable
available financial resources is reported as an expenditure and a fund liability of the
governmental fund that will pay it. Amounts of vested or accumulated vacation leave
that are not expected to be liquidated with expendable available financial resources are
reported in the government-wide Statement of Net Assets. The General Fund is typically
the fund used to liquidate compensated absences not liquidated by another fund.

6. Long-term Liabilities

For government-wide reporting, the costs associated with bonds are recognized over the
life of the bond. As permitted by GASB Statement No. 34, the amortization of the costs
of bonds will be amortized prospectively from the date of adoption of GASB Statement
No. 34.

For fund financial reporting, bond premiums and discounts, as well as issuance costs, are
recognized in the period the bonds are issued. Bond proceeds are reported as other
financing sources net of the applicable premium or discount. Issuance costs, even if
withheld from the actual net proceeds received, are reported as debt service expenditures.

7. Government-Wide Financial Statements Net Assets

The governmental activities and business-type activities in the government-wide financial
statements utilize a net assets presentation. Net assets are categorized as follows:

Invested in Capital Assets, Net of Related Debt: Consists of capital assets including
restricted capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, mortgages, notes, or other borrowings that are attributable to the
acquisition, construction or improvement of those assets.

Restricted Net Assets: Consists of net assets with constraints placed on the use either by
(1) external groups such as creditors, grantors, contributors, or laws or regulation of other
governments; or (2) law through constitutional provisions or enabling legislation.
Descriptions for the related restrictions for net assets are restricted for “debt service or
capital projects.”

Unrestricted Net Assets: All other net assets that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt.”
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
G. Assets, Liabilities and Fund Equity (Continued)
7. Government-Wide Financial Statements Net Assets (Continued)

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

8. Fund Financial Statements Fund Balance

The Governmental Accounting Standards Board (GASB) has issued Statement No. 54,
Fund Balance Reporting and Governmental Fund Type Definitions (GASB 54). This
Statement is intended to enhance the usefulness of fund balance information by providing
clearer fund balance classifications and clarifying the existing fund balance definitions.
GASB 54 requires the fund balance amounts to be properly reported within one of the
fund balance categories list below:

A. Nonspendable - includes amounts that cannot be spent because (1) they are either not
in spendable form or (2) they are legally or contractually required to be maintained
intact.

B. Restricted - fund balance category includes amounts that can be spent only for the
specific purposes stipulated by constitution, external resource providers, or through
enabling legislation.

C. Committed - fund balance classification includes amounts that can be used only for
specific purposes pursuant to constraints imposed by formal action of the
government’s highest level of decision-making authority. Those committed amounts
cannot be used for any other purpose unless the government’s highest level of
decision-making authority removes or changes the specified use by taking the same
action it employed to previously commit those amounts.

D. Assigned - fund balance classification intended to be used by the government for
specific purposes but do not meet the criteria to be classified as restricted or
committed.

E. Unassigned - fund balance is the residual classification for the government’s general
fund and includes all spendable amounts not contained in the other classifications.

The County would typically use restricted fund balances first, followed by committed
resources, and then assigned resources, as appropriate opportunities arise, but reserves the

right to selectively spend unassigned resources first to defer the use of these other
classified funds.

30



STATE OF NEW MEXICO

COUNTY OF TORRANCE

NOTES TO FINANCIAL STATEMENTS
June 30,2012

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

G. Assets, Liabilities and Fund Equity (Continued)

9. Interfund Transactions

10.

Quasi-external transactions are accounted for as revenues, expenditures or expenses.
Transactions that constitute reimbursements to a fund for expenditures/expenses initially
made from it that are properly applicable to another fund, are recorded as
expenditures/expenses in  the reimbursing fund and as reductions of
expenditures/expenses in the fund that is reimbursed. All other interfund transactions,
except quasi-external transactions and reimbursements, are reported as transfers. Non-
recurring or non-routine permanent transfers of equity are reported as residual equity
transfers. All other interfund transfers are reported as operating transfers.

Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenditures during the reporting period. Actual
results could differ from those estimates.
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NOTE 2. CASH AND INVESTMENTS
A. Cash

The County operates a pooled cash fund. That is, all cash is held in a single bank account
and in investments (see 2.C. below) and accounted for by fund. In the fund financial
statements, total cash and investments are reported in the General Fund. Cash in other
governmental funds is reported as “Due From Other Funds” (or as “Due To Other Funds” in
the case of a fund overdraft) with a corresponding amount in the General Fund. Cash in the
Agency Funds is reported as “Due From Other Governmental Units,” with a corresponding
entry in the General Fund.

A reconciliation of cash investments follows:

Total cash on deposit, Wells Fargo Bank $ 958,156
Deposit in transit 188
Less outstanding checks and other (207,832)
Total investments, Local Government Investment Pool (see Note 2D) 2,646,150
Petty cash 300
Total cash and investments $ 3.396,962

Per financial statements:
Cash and investments $ 3,396,962

Total cash and investments which belong to the General Fund only is calculated as follows,
(shown in the Balance Sheet - Governmental Funds):

Total cash and investments $ 3,396,962
Due from other funds : 211,791
Due to other funds (2,109,380)
Due to other governmental units (176.810)
Cash and investments, General Fund $ 1,322,563

B. Pledged Collateral

New Mexico statutes provide that deposits of public monies in financial institutions must be
secured by pledged collateral in an aggregate value equal to one-half of the amount of the
public monies deposited after deducting the amount of Federal Deposit Insurance
Corporation insurance coverage for each financial institution. A schedule of the collateral
pledged against the deposit of the County is shown elsewhere in this report.
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NOTE 2. CASH AND INVESTMENTS (CONTINUED)
C. Custodial Credit Risk

Custodial credit is the risk that in the event of a bank failure, the County’s deposits may not
be returned to it. The County’s policy regarding custodial credit risk is to comply with
Section 6-10-17, NMSA (1978 Comp). At June 30, 2012, the funds of the County on deposit
are classified as follows:

Insured $ 958,156
Uninsured but collateralized, held by the pledging bank’s
trust department in the County’s name -

Total deposits $ 958.156
D. Investments

The County invests cash in the Local Government Investment Pool operated by the New
Mexico State Treasurer.

Total cash invested with New Mexico ’
State Treasurer at June 30, 2012 $ 2,646,150

The Authority has invested funds in the New Mexico State Treasurer’s Local Government
Investment Pool (Pool). The investments are valued at fair value based on quoted market
prices as of the valuation date.

The State Treasurer Local Government Investment Pool is not SEC registered. Section 6-10-
10 I, NMSA 1978, empowers the State Treasurer, with the advice and consent of the State
Board of Finance, to invest money held in the short-term investment fund in securities that
are issued by the United States Government or by its departments or agencies and are either
direct obligations of the United States or are backed by the full faith and credit of the United
States Government or are agencies sponsored by the United States Government. The Local
Government Investment Pool investments are monitored by the same investment committee
and the same policies and procedures that apply to all other State investments.
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NOTE 2. CASH AND INVESTMENTS (CONTINUED)
D. Investments (Continued)

The Pool does not have unit shares. Per Section 6-10-10.1F, NMSA 1978, at the end of each
month all interest earned is distributed by the State Treasurer to the contributing entities in
amounts directly proportionate to the respective amount deposited in the fund and the length
of time the amounts in the Pool were invested. Participation in the Local Government
Investment Pool is voluntary. The Pool is rated AAAm as to credit risk and the WAM(R)
was 60 days and the WAM(F) was 83 days interest risk using a weighted average maturity
(WAM).

NOTE 3. RECEIVABLES

Receivables at June 30, 2012 are comprised of the following:

Other
Governmental
General Road Funds
State shared taxes $ 68,712 77,502 238,107
Grants receivable - - 368,718
Property taxes 1.193.829 - -
Total $ 1,262,541 77,502 606,825

All amounts shown are considered collectible.
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NOTE 4. INTERFUND RECEIVABLES/PAYABLES

In the fund financial statements, total cash and investments are reported in the General Fund.
Cash in other governmental funds is reported as “Due From Other Funds™ (or as “Due To Other
Funds” in the case of a fund overdraft) with a corresponding amount in the General Fund. These
are summarized as follows:

Due From Due To
Major:
General $ 211,791 2,109,380
Road 206,786 -
Non-major:
Other governmental funds 1.902.594 211,791
Total $ 2.321.171 2,321,171

These interfund receivables and payables are eliminated in the government-wide financial
statements.

The following are the interfund receivables/payables that have not been eliminated:

Due From Due To

General $ - 176,810
Agency funds 176,810 -
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NOTES. CAPITAL ASSETS

The following is a summary of changes in capital assets during the year:

Balance, Balance,
June 30, 2011 Additions Deletions Restatement June 30, 2012
Assets not depreciated: ‘

Land and right-of-way $ 442,400 - - - 442,400
Artwork and antiques 372,500 - - - 372,500
Construction in progress 189.116 141,641 (330.757) - -
Total not depreciated 1.004.016 141.641 (330.757) - 814,900
Assets being depreciated:
Building and improvements 10,617,700 330,757 - 29,446 10,977,903
Furniture, fixtures and
equipment 1,422,811 171,101 - - 1,593,912
Vehicles 4,601,145 210,345 - - 4,811,490
Infrastructure (roads) 3.121471 347,051 - - 3,468,522
Total depreciated 19,763,127 1,059.254 - 29.446 20.851.827

Less accumulated depreciation:

Buildings and improvements (3,048,901) (280,634) - (1,962) (3,331,497)
Furniture, fixtures and
equipment (858,148) (123,602) - - (981,750)
Vehicles (2,054,657) (348,340) - - (2,402,997)
Infrastructure (roads) (998,633) (329.446) - - (1.328.079)
Total depreciated (6.960.339)  (1.082,022) - (1,962) (8,044.323)
Net depreciated assets 12,802,788 (22.768) - 27.484 12.807.504
Net capital assets § 13.806.804 118,873 (330.757) 27.484 13,622,404
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NOTE 5. CAPITAL ASSETS (CONTINUED)

All capital assets except for land and right-of-way, art and antiques, and construction in progress

are being depreciated.

Depreciation expense was charged as a direct expense to the functions of the government as

follows:

General government
Public safety
Highways and streets
Health and welfare
Culture and recreation

Total depreciation expense

NOTE 6. LONG-TERM DEBT

$ 342,680
496,354
102,146
137,870

2972

$§ 1,082,022

During the fiscal year ended June 30, 2012, the following changes occurred in long-term debt:

Balance, Balance, Due Within
June 30,2011  Additions Deletions June 30,2012  One Year

General obligation
bond payable $ 1,775,000 - (250,000) 1,525,000 275,000
Notes payable 2,342,077 - (277,977) 2,064,100 277,977
Capital leases payable 3,278 - (2,184) 1,094 1,094

Compensated

absences payable 158,694 152,153 (158.694) 152,153 146,729
$ 4,279,049 152,153 (688,855) 3,742,347 700,800
Amount considered long-term 3,041',547
Total $ 3742347
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NOTE 6. LONG-TERM DEBT (CONTINUED)

A. General Obligation Bonds

During the fiscal year ended June 30, 2002, the County issued $3,050,000 of general
obligation bonds to acquire and improve a necessary site for and acquiring constructing,
furnishing, equipping and improving a new County courthouse. The bonds are secured by
the full faith and credit of the County and are payable from taxes levied on all property
located within the County. The annual requirements to amortize to maturity the general
obligation bonds are as follows:

Year Ended
June 30, Principal Interest Total
2013 $ 275,000 65,425 340,425
2014 300,000 52,263 352,263
2015 300,000 38,163 338,163
2016 325,000 23,318 348,318
2017 325.000 7.800 332.800
Totals $ 1,525,000 186,969 1,711,969

B. Long-Term Notes

The County’s long-term notes consist of the following:

1.

An obligation was incurred in 1995 with the New Mexico Finance Authority in the
amount of $107,000. The note was obtained for the purpose of defraying the cost of
acquiring equipment for fire protection in various areas of the County. The interest rate
for the note is 6.152%. The principal and interest payments are provided by the Fire
Protection Fund revenues. The New Mexico Finance Authority is intercepting these
revenues. Secured by future State Fire Allotment revenues. The balance as of June 30,
2012 is $32,000 and matures on August 1, 2015.

During the year ended June 30, 2007, the County received approval for a loan from the
New Mexico Finance Authority in the amount of $581,320, 2.875% interest, for the
construction of a fire station in the Northeast Torrance Fire District. Revenues from the
District’s State Fire Allotment and Fire Protection Excise Tax will be pledged in
repayment of this loan and will be intercepted by the Finance Authority. The balance as
of June 30, 2012 is $465,761 and matures on May 1, 2027.
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NOTE 6. LONG-TERM DEBT (CONTINUED)

3.

During the year ended June 30, 2008, the County received approval for a loan from the
New Mexico Finance Authority in the amount of $166,667, 3% interest, for the
construction of a new fire station for the Fire Protection Districts within the County.
Revenues from the County Fire Excise Tax will be pledged in repayment of this loan and
will be intercepted by the Finance Authority. The balance as of June 30, 2012 is
$127,888 and matures on May 1, 2023.

During the year ended June 30, 2008, the County received approval for a loan from the
New Mexico Finance Authority in the amount of $50,000, .25% interest, for the
construction, renovation and completion of the interior of the Homestead Estates Fire
Station. Revenues from the State Fire Protection Fund and State Fire Excise Tax will be
pledged in repayment of this loan and will be intercepted by the Finance Authority. The
balance as of June 30, 2012 is $40,200 and matures on November 1, 2028.

During the year ended June 30, 2009, the County received approval for a loan from the
New Mexico Finance Authority in the amount of $116,816, 2.884% interest, for the
purchase of four pick-up trucks for use by the County Road Department. Revenues from
the Gasoline Tax Act will be pledged in repayment for this loan and will be intercepted
by the Finance Authority. The balance as of June 30, 2012 is $24,972 and matures on
May 1, 2013.

During the year ended June 30, 2009, the County received approval for a loan from the
New Mexico Finance Authority in the amount of $213,506, 2.7884% interest, for the
purchase of installation and safety and surveillance equipment. Revenues from
Infrastructure Gross Receipts Tax will be pledged in repayment for this loan and will be
intercepted by the Finance Authority. The balance as of June 30, 2012 is $45,520 and
matures on May 1, 2013.

During the year ended June 30, 2009, the County received approval for a loan from the
New Mexico Finance Authority in the amount of $30,450, 3.0% interest for the
renovation and completion of the Mclntosh Fire Station. Revenues from First Protection
Excise Tax will be pledged in repayment for this loan and will be intercepted by the
Finance Authority. The balance as of June 30, 2012 is $24,053 and matures on May 1,
2023.
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NOTE 6. LONG-TERM DEBT (CONTINUED)

8.

10.

11.

12.

During the year ended June 30, 2010, the County received approval for a loan from the
New Mexico Finance Authority in the amount of $493,201, 3.776% interest, for the
designing, constructing, equipping, and furnishing a new County Dispatch Center. The
County Gross Receipts Tax will be imposed on all gross receipts of all persons engaging
in business within the governmental unit, which provides for the pledged revenues for the
loan and will be intercepted by the New Mexico Finance Authority. The balance as of
June 30, 2012 is $440,354 and matures on May 1, 2029.

During the year ended June 30, 2010, the County received approval for a loan from the
New Mexico Finance Authority in the amount of $382,729, 2.618% interest, for the cost
of purchasing and equipping a fire pumper for the use by Fire District #2. One fourth of
one percent (.25%) of the County Fire Protection Excise Tax on the gross receipts of all
persons engaging in business within the governmental unit will provide the pledged
revenues, which will be intercepted by the New Mexico Finance Authority. The balance
as of June 30, 2012 is $281,690 and matures on May 1, 2019.

During the year ended June 30, 2010, the County received approval for a loan from the
New Mexico Finance Authority in the amount of $382,729, 2.726% interest, for the cost
of purchasing and equipping a fire pumper for the use by Fire District #2. State Fire
Protection Funds will provide pledged revenues that will be intercepted by the New
Mexico Finance Authority beginning in fiscal year 2011. The balance as of June 30,
2012 is $312,183 and matures on May 1, 2020.

During the year ended June 30, 2010, the County received approval for a loan from the
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