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INDEPENDENT AUDITORS' REPORT

Hector H. Balderas,

New Mexico State Auditor
Mayor and Board of Trustees
City of Anthony

Anthony, New Mexico

We have audited the accompanying financial statements of the govermnental activities, each major
fund and the budgetary comparisons for the general fund and major special revenue fund of the City
of Anthony (the "City"), as of and for the year ended June 30, 2011, which collectively comprise the
City's basic financial statements as listed in the table of contents.These financial statements are the
responsibility of the City's management. Our responsibility is to express opinions 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 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 activitics and each major fund of the City, as of June
30, 2011, 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 accordance with Government Auditing Standards, we have also issued our report dated November
29, 2011, on our consideration of the City's internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other 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.



The management's discussion and analysis on pages 4 through 8 are not a required part of the basic
financial statements but are supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which consisted
principally of inquires of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of forming opinions on the basic 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 not a required part of the financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

Wi+ St ™ G st e

El Paso, Texas
November 29, 2011



STATE OF NEW MEXICO
CITY OF ANTHONY

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2011

This section of City of Anthony’s annual financial report presents our discussion and analysis of the City's
financial performance during the fiscal year ended June 30, 2011. Please read it in conjunction with the City’s
financial statements, which follow this section.

Financial Highlights

o The assets of the City of Anthony exceeded its liabilities at the close of the most recent fiscal year
end by $617,403 (net assets). Of this amount, $617,403 (unrestricted net assets) may be used to
meet the government's ongoing, obligations to citizens and creditors.

) The government's total net assets increased by $617,403 during the fiscal year, The majority of this
is due to the City's ability to maintain expenses at a low level despite the changes in federal and
state funding.

o As of June 30, 2011, the City's governmental funds reported combined ending fund balances of

$618,165. Of this total, $5,421 is restricted for special revenue funds.
. At the close of the current fiscal year, unassigned fund balance of the general fund was $612,744.
Overview of the Financial Statements

This annual report consists of three parts — management’s discussion and analysis (this section), the basic
financial statements, and required supplementary information. The basic financial statements include two
kinds of statements that present different views of the City:

. The first two statements are government-wide financial statements that provide both long-term and
short-term information about the City’s overall financial status.

° The remaining statements are fund financial statements that focus on individual parts of the
government, reporting the City’s operations in more detail than the government-wide statements.

o The governmental funds statements tell how general government services were financed in the
short term as well as what remains for future spending.
L ]
Government-Wide Statements

The government-wide financial statements are designed to provide readers with a broad overview of the City
of Anthony's finances, in a manner similar to a private-sector business.

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

The statement of activities presents information showing how the government'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
-4 -



change occurs, regardless of the timing of related cash flows. 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
carned but unused vacation leave),

Both of the government-wide financial statements distinguish functions of the City of Anthony that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other functions
that are intended to recover all or a significant portion of their costs through user fees and charges (business-
type activities). The governmental activities of the City of Anthony include general government, public safety,
and culture and recreation. The City has no business-type activities.

Fund Financial Statements

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 City of Anthony, 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 City of Anthony are governmental type funds.

Governmental Funds

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 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 determining what financial resources are available in
the near future to finance the City's programs.

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 government'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
governmental funds and governmental activities.

The City maintains two individual governmental funds organized according to their type (general, special
revenue and capital projects). Information is presented separately in governmental fund balance sheet and
statement of revenues, expenditures, and changes in fund balances for the General Fund and Municipal
Street Fund, which are considered to be major funds.

The City of Anthony adopts an annual appropriated budget for its general fund and all other funds. A
budgetary comparison statement has been provided for the all of the governmental funds to demonstrate
compliance with this budget.

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 fund financial statements. The notes to the financial statements can be found beginning
on page 19 of this report,

Comparative Information

The City was formed July 1, 2010. Once comparitive information is available, it will be included in the
following analysis.
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Analysis of Net Assets

As noted earlier, net assets may serve over time as a useful indicator of a government's financial position. In
the case of the City, assets exceeded liabilities by $617,403 at the close of the current fiscal year.

All of the City of Anthony's net assets are unrestricted and may be used to meet the government's ongoing
obligations to citizens and creditors.

Analysis of Changes in Net Assets

During the current fiscal year, the City's net assets in governmental activities increased by $617,403. These
increases are explained in the governmental activities discussion that follows.

Governmental Activities
Governmental activities increased the City's net assets by $617,403. Revenues were $708,891 for the year
ended June 30, 2011 and consist primarily of gross receipt taxes, which totaled $697,005. Expenses for

the year ended June 30, 2011 totaled $91,488. Total revenues and expenses from governmental activities
are summarized below.

A summary of the statement of net assets is as follows:

ASSETS

Current and other assets $ 630,001
Total assets $ 630,001

LIABILITIES
Current and other liabilities 3 12.598
Total liabilities 12,598

NET ASSETS
Unrestricted 617,403
Total net assets 617,403

Total liabilities and
net assets 3 630,001



A summary of the statement of activities is as follows:

REVENUES
Program revenue:
Charges for services 3 3,541
General revenues:
Taxes 702,426
Other income 2,924
Total revenues 708,891
EXPENSES
General government 70,718
Public safety 20.770
Total expenses 91,488
Changes in net assets 617,403

Net assets - beginning -
Net assets - ending 3 617403
Financial Analysis of the City of Anthony as a Whole

As noted earlier, the City of Anthony uses fund accounting to ensure and demonstrate compliance with
finance related legal requirements.

Governmental Funds

The focus of the City of Anthony's governmental funds is to provide information on near-term inflows,
outflows, and balances of expendable resources. Such information is useful in assessing the City of
Anthony's financing requirements. In particular, unassigned fund balance may serve as a useful measure
of a government's net resources available for spending at the end of the fiscal year. Types of
governmental funds reported by the City include the General Fund and a Special Revenue Fund.

As of the end of the current fiscal year, the City's governmental funds reported combined ending fund
balances of $618,165. Of this amount, $612,744, constitutes unassigned fund balance, which is available
for spending at the government's discretion. The remainder of fund balance, $5,421, is restricted to
indicate that it is not available for new spending because it has already been restricted to pay special
revenue items.

Revenues for governmental functions overall totaled $708,891 in the year ended June 30, 2011.
Expenditures for governmental functions totaled $90,726 in the year ended June 30, 2011. In the fiscal
year-ended June 30, 2011, revenues for governmental functions exceeded expenditures by $618,165,

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, the fund
balance of the General Fund was $612,744, which was classified as unassigned fund balance.

The fund balance of the City's General Fund increased $612,744 during the current fiscal year.
General Fund Budgetary Highlights
The discussion that follows presents financial data based upon the budgetary basis of accounting. Please refer

to the notes of the financial statements for an explanation of the differences of accounting regarding the
budget.



During the current fiscal year, the City budgeted general fund revenues at $585,719. The actual revenues for
the fiscal year were 579,896, a deficiency of $5,823.

Increases in the original budget were made due to additional GRT income received during the fiscal year.

For the year ended June 30, 2011, general government and public safety expenditures were budgeted at
$165,477 which was under budget by $86,587.

Debt Administration

The City's long term debt consists of accrued compensated absences totaling $762.

Contacting the City of Anthony's Financial Management

This financial report is designed to provide a general overview of the City of Anthony's finances for those
with an interest in the government's finances. Questions concerning any of the information provided in this

report or requests for additional financial information should be addressed to the City of Anthony
Administration; PO Box 2663, Anthony, NM 88021.
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STATE OF NEW MEXICO

CITY OF ANTHONY
STATEMENT OF NET ASSETS
JUNE 30, 2011
Governmental
Activities
ASSETS
Cash $ 505,593
Receivables:
Taxes 123,574
Gasoline tax 834
Toial assets $ 630,001
]
LIABILITIES AND NET ASSETS
Accounts payable $ 2,937
Accrued expenses 8,899
Noncurrent liabilities:
Compensated absences:

Due within one year 762
Total liabilities 12,598
NET ASSETS
Unrestricted 617,403
Total net assets 617,403
Total liabilities and net assets ) 630,001

. ]

See accompanying notes to financial statements and independent auditors’ report.
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GOVERNMENTAL FUNDS FINANCIAL STATEMENTS
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STATE OF NEW MEXICO

CITY OF ANTHONY
BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2011
Total
General Mugicipal Governmental
Fund Streets Funds
ASSETS
Cash $ 501006 § 4,587 § 505,593
Receivables:
Taxes
Gross receipts tax 123,574 - 123,574
Gasoline tax - 8§34 834
Total assets § 624,580 § 5421 § 630,001
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 2,937 § - 3 2,937
Accrued expenses 8,899 - 8,899
Total liabilities 11,836 - 11,836
Fund balances:
Restricted, reported in:
Special revenue fund - 5,421 5,421
Unassigned, reported in:
General fund 612,744 - 612,744
Total fund balances 612,744 5,421 618,165
Total liabilities and fund balances $ 624580 $ 5421 $ 630,001

See accompanying notes to financial statements and independent auditors' report.
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STATE OF NEW MEXICO
CITY OF ANTHONY

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS TO
THE STATEMENT OF NET ASSETS
JUNE 30, 2011

Amounts reported for government activities in the statement of net assets are different because:

Fund balances - total governmental funds 3 618,165
Accrued compensated absences not payable from current revenue (762)

Net assets - Statement of Net Assets $ 617,403
E ]

See accompanying notes to financial statements and independent auditors’ report.
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STATE OF NEW MEXICO
CITY OF ANTHONY

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

JUNE 30, 2011
General Municipal Total
Fund Streets
Revenues:
Taxes $ 697,005 § 5421 § 702426
Licenses and permits 3,541 - 3,541
Miscellancous 2,924 - 2,924
Total revenues 703,470 5,421 708,891
Expenditures:
Current:
General government 70,259 - 70,259
Public safety 20,467 - 20,467
Total expenditures 90,726 - 90,726
Excess (deficiency) of revenues over
expenditures 612,744 5,421 618,165
Net changes in fund balances 612,744 5,421 618,165
Fund balance - beginning of year - - -
Fund balance - end of year $ 612,744 $ 5421 3 618,165

See accompanying notes to financial statements and independent auditors' report.
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STATE OF NEW MEXICO
CITY OF ANTHONY

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

JUNE 30, 2011

The changes in net assets reported for governmental activities in the
statement of activities are different because:

Net change in fund balances - total governmental funds $ 618,165

Accrued compensated absences are expensed under the accrual method,

and not the modified accrual method. (762)
Change in net assets of governmental activities 5 617,403
SR

See accompanying notes to financial statements and independent auditors’ report.
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STATE OF NEW MEXICO
CITY OF ANTHONY

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND

BALANCE - BUDGET (NON-GAAP BUDGETARY BASIS) AND ACTUAL

JUNE 30, 2011
Variance with
Actual on Final Budget-
Original Final Budgetary Favorable
Budget Budget Basis {Unfavorable)
Revenues:
Taxes $ 218,764 § 578,018 $§ 573,431 § (4,587)
Licenses and permits 5,500 4,680 3,541 (1,139)
Miscellaneous - 3.021 2.924 97N
Total revenues 224.264 585.719 579.896 (5.823)
Expenditures:
Current:
General government 141,805 142,125 58,423 83,702
Public safety 23.352 23.352 20,467 2.885
Total expenditures 165.157 165.477 78.890 86.587
Excess (deficiency) of revenues over
expenditures 59.107 420,242 501.006 80.764
Net changes in fund balances 59,107 420,242 501,006 80,764
Fund balance - beginning of year - - - -
Fund balance - end of year 3 59,107 § 420,242 § 501,006 $ 80,764
Recoaciliation of budgetary basis to GAAP basis:
Net changes in fund balance budgetary basis $ 501,006
Change in:
Accounts receivable 123,574
Accounts payable {2,937y
Accrued expenses (8.899)
Net changes in fund balance GAAP basis 3 612,744

See accompanying notes to financial statements and independent auditors' report.
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STATE OF NEW MEXICO
CITY OF ANTHONY

MUNICIPAL STREETS FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCE - BUDGET (NON-GAAP BUDGETARY BASIS) AND ACTUAL
JUNE 30, 2011

Variance with
Actual on Final Budget-

Original Final Budgetary Favorable
Budget Budget Basis {Unfavorable)

Revenucs:
Taxes Ny 5421 % 4,587 § 4587 % -

Expenditures:
Current:
General government - - - .
Public safety - - - -
Highways and streets - - . -

Total expenditures - - - 2

Excess (deficiency) of revenues over
expenditures 5421 4,587 4.587 -

Net changes in fund balances 5,421 4,587 4,587 -

Fund balance - beginning of year - = - B

Fund balance - end of year 3 5421 § 4,587 % 4,587 $ -
.}

Reconciliation of budgetary basis to GAAP basis;

Net changes in fund balance budgetary basis $ 4,587

Change in:
Accounts receivable 834
Accounts payable and accruals -
Accrued compensation and benefits -

Net changes in fund balance GAAP basis 3 53421

See accompanying notes to financial statements and independent auditors' report.

-18 -



STATE OF NEW MEXICO
CITY OF ANTHONY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Anthony ("City") was incorporated in July 2010 under the laws of the state of New
Mexico, operates under the Mayor-Council form of government. The City provides the following
authorized services: public safety (police), culture and recreation and general administrative
services.

The City's financial statements are prepared in accordance with generally accepted accounting
principles ("GAAP"). The Governmental Accounting Standards Board ("GASB") is responsible
for establishing GAAP for state and local governments through its pronouncements (Statements
and Interpretations). Governments are also required to follow the pronouncements of the Financial
Accounting Standards Board ("FASB") issued through November 30, 1989, when applicable, that
do not conflict with or contradict GASB pronouncements. Although the City has the option to
apply FASB pronouncements issued after that date to its business-type funds, the City has chosen
not to do so. The more significant accounting policies established in GAAP and used by the City
are discussed below.

A. _Financial Reporting Entity

As required by GAAP, the financial statements present the City and entities for which the
City is considered to be financially accountable, There are no component units for the fiscal
year ended June 30, 2011.

The government-wide financial statements (i.e., the Statement of Net Assets and the
Statement of Activities) report information on all of the nonfiduciary activitics of the City.
For the most part, the effect of interfund activily has been removed from these statements.
Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type uctivities, which rely to a significant
extent on fees and charges for support. The City has no business-type activities.

The Statement of Activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or
segment. Taxes and other items not properly included among program revenues are reported
instead as general revenues.

Separate financial statements are provided for governmental funds. Major individual
governmental funds are reported as separate columns in the fund financial statements.

-19 -



The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded
when eamned and expenses are recorded when a liability is incurred, regardless of the timing
of related cash flows. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

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

Governmental financial statements are reported using the cwrrent financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period. For this purpose, the City considers
revenues to be available if they are collected within 60 days of the end of the current fiscal
period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is made.

The City follows the following revenue recognition principles applied to nonexchange
transactions which are in accordance with GASB Statement 33, Accounting and Reporting for
Nonexchange Transactions:

Derived tax revenues are recognized as revenue in the period when the underlying
exchange transaction has occurred and the resources are available. Derived tax
revenues include gross receipts tax and gasoline taxes.

Imposed nonexchange revenue other than property taxes are recognized in the period
when an enforceable legal claim has arisen and the resources are available.

Government-mandated nonexchange transactions and voluntary nonexchange
transactions are recognized when all applicable eligibility requirements have been met
and the resources are available. These include grant revenues, state shared taxes and
intergovernmental revenue. Grant revenues are recognized as revenues when the
related costs are incurred.

Other revenues susceptible to accrual are investment income and charges for services. All
other revenues are recognized when they are received and are not susceptible to accrual
because they are usually not measurable until payment is actually received.

The City reports the following major governmental funds:

General Fund. The general fund is the City's primary operating fund. It accounts for
all the financial resources of the general government, except those required to be
accounted for in another fund.

Municipal Streets. A special revenues fund that accounts for funds used to maintain
roads for which the City is responsible. Funding is provided by the gas tax.
Expenditures are restricted to the construction and maintenance of City roads.
Authority is NMSA 7-1-6.27.

-20 -



B.

Cash

Cash includes amounts in demand deposits. Cash deposits are reported at carrying amount,
which reasonably estimates fair value.

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
general long-term debt account group. No expenditure is reported for these amounts.

Fund Balance
In the fund financial statements, governmental fund balances are classified as follows:

Restricted - Fund balance should be reported when constraints placed on the use of
resources are either:

a. Externally imposed by creditors (such as through debt covenants), grantors,
contributors, or laws or regulations of other governments; or

b. Imposed by law through constitutional provisions or enabling legislation.

c. Enabling legislation, as the term is used in this Statement, authorizes the
government to assess, levy, charge, or otherwise mandate payment of resources
(from external resource providers) and includes a legally enforceable
requirement that those resources be used only for the specific purposes
stipulated in the legislation. Legal enforceability means that a government can
be compelled by an external party-such as citizens, public interest groups, or the
judiciary-to use resources created by enabling legislation only for the purposes
specified by the legislation.

Unassigned - fund balance is the residual classification for the general fund. This
classification represents fund balance that has not been assigned to other funds and that
has not been restricted, committed, or assigned to specific purposes within the general
fund. The general fund should be the only fund that reports a positive unassigned fund
balance amount. In other governmental funds, if expenditures incurred for specific
purposes exceeded the amounts restricted, committed, or assigned to those purposes, it
may be necessary to report a negative unassigned fund balance.

The City's policy is to apply restricted resources first, committed sources second, assigned
resources third, and unassigned resources last when an expense is incurred for purposes for
which all or any fund balance classification is available.

Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital
assets, net of related debt, consists of capital assets, net of accumulated depreciation, reduced
by the outstanding balances of any borrowings used for the acquisition, construction or
improvements of those assets, Net assets invested in capital assets, net of related debt
excludes unspent debt proceeds. Net assets are reported as restricted when there are
limitations imposed on their use either through the enabling legislation adopted by the City or
through external restrictions imposed by creditors, grantors or laws or regulations of other
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governments.
Interfund Transactions

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. Nonrecurring or non-routine permanent transfers of equity are
reported as residual equity transfers. All other interfund transfers are reported as operating
transfers.

Budgetary Information

Actual amounts on the budgetary basis are prepared on the cash basis of accounting which
recognizes revenues when received and expenditures when paid. Annual budgets are adopted
for the general and special revenue funds.

The City follows the following procedures for establishing the budgetary data reflected in the
financial statements:

1. Prior to June 1, the City Clerk submits to the Board of Trustees a proposed
operating budget for the fiscal year commencing the following July 1. The operating
budget includes proposed expenditures and the means of financing them based on
previous year's history. Public hearings are conducted at the Community Center to
obtain taxpayer comments. Prior to July 1, the budget is legally enacted through
passage of an ordinance.

2. The City Clerk is authorized to transfer budgeted amounts between departments
within any fund; however, any revisions that alter the total expenditures of any funds
must be approved by the City Council and the New Mexico State Department of
Finance, Division of Local Governments.

3. Formal budgetary integration is employed as a management control device during
the year for the general fund and special revenue fund.

4. The level of classification detail in which expenditures of expenses may not legally
exceed appropriations for each budget is in fund total,

Use of 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 expenses during the reporting period. Actual results could differ
fromthose estimates.

Implementation of New Accounting Standards

In February 2009, the Governmental Accounting Standards Board (GASB) issued GASB
Statement No. 54 Fund Balance Reporting and Governmental Fund Type Definitions, which
is effective for financial statements for periods beginning after June 15, 2010, and earlier
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application is encouraged. The objective of this Statement is to enhance the usefulness of
fund balance information by providing clearer fund balance classifications that can be more
consistently applied and by clarifying the existing governmental fund type definitions. The
City is analyzing the effect that this statement will have on its financial statement, and
currently believes it will have no significant effect on the financial stalement for the
upcoming year. The City incorporated this statement for the current fiscal year and believes it
had no significant effect on the financial statement for the year.

In December 2009, the Governmental Accounting Standards Board (GASB) issued GASB
Statement No. 57 OPEB Measurements by Agent Employers and Agent Multiple-Employer
Plans, which is effective upon issuance for certain provisions of the statement and for periods
beginning after June 15, 2011 for other provisions. The objective of this Statement is to
address issues related to the use of the alternative measurement method and the frequency and
timing of measurements by employers that participate in agent multiple-employer other
postemployment benefit plans The City is analyzing the effect that this statement will have on
its financial statement, and currently believes it will have no significant effect on the financial
statement for the upcoming year.

In December 2009, the Governmental Accounting Standards Board (GASB) issued GASB
Statement No. 58 Accounting and Financial Reporting for Chapter 9 Bankruptcies, which is
effective for reporting periods beginning after June 15, 2009. The objective of this Statement
is to provide accounting and financial reporting guidance for governments that have
petitioned for protection from creditors by filing for bankruptcy under Chapter 9 of the United
States Bankrupicy Code. It requires governments to remeasure liabilities that are adjusted in
bankruptcy when the bankruptcy court confirms (that is, approves) a new payment plan. The
City incorporated this statement for the current fiscal year and believes it had no significant
effect on the financial statement for the year.

In June 2010, the Governmental Accounting Standards Board (GASB) issued GASB
Statement No. 59 Financial Instruments Omnibus, which is effective for financial statements
for periods beginning after June 15, 2010. Earlier application is encouraged. The objective of
this Statement is to update and improve existing standards regarding financial reporting and
disclosure requirements of certain financial instruments and external investment pools for
which significant issues have been identified in practice. This Statement provides for the
following amendments: National Council on Governmental Accounting Statement 4,
Accounting and Financial Reporting Principles for Claims and Judgments and Compensated
Absences, is updated to be consisteni with the amendments to GASB Statement No. 53,
Accounting and Financial Reporting for Derivative Instruments, regarding certain financial
guarantees. Statements No. 25, Financial Reporting for Defined Benefit Pension Plans and
Note Disclosures for Defined Contribution Plans, and No. 43, Financial Reporting for
Postemployment. Benefit Plans Other Than Pension Plans, are amended to remove the fair
value exemption for unallocated insurance contracts. The effect of this amendment is that
investments in unallocated insurance coniracts should be reported as interest-earning
investment contracts according to the provisions of paragraph 8 of Statement No. 31,
Accounting and Financial Reporting for Certain Investments and for External Investment
Pools. Statement 31, is clarified to indicate that a 2a7-like pool, as described in Statement 31,
is an external investment pool that operates in conformity with the Securities and Exchange
Commission’s (SEC) Rule 2a7 as promulgated under the Investment Company Act of 1940,
as amended. Statement No. 40, Deposit and Investment Risk Disclosures, is amended to
indicate that interest rate risk information should be disclosed only for debt investment
pools—such as bond mutual funds and external bond investment pools—that do not meet the
requirements to be reported as a 2a7-like pool. Statement 53 is amended to: — Clarify that the
net settlement characteristic of Statement 53 that defines a derivative instrument is not met by
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a contract provision for a penalty payment for nonperformance — Provide that financial
guarantee contracts included in the scope of Statement 53 are limited to financial guarantee
contracts that are considered to be investment derivative instruments entered into primarily
for the purpose of obtaining income or profit — Clarify that certain contracts based on specific
volumes of sales or service revenues are excluded from the scope of Statement 53 — Provide
that one of the “leveraged yield” criteria of Statement 53 is met if the initial rate of return on
the companion instrument has the potential for at least a doubled yield. The City is analyzing
the effect that this statement will have on its financial statement, and currently believes it will
have no significant effect on the financial statement for the upcoming year.

In November 2010, the Governmental Accounting Standards Board (GASB) issued GASB
Statement No. 60 Accounting and Financial Reporting for Service Concession Arrangements,
which is effective for financial statements for periods beginning afler December 15, 2011,
The provisions of this Statement generally are required to be applied retroactively for all
periods presented. The objective of this Statement is to improve financial reporting by
addressing issues related to service concession arrangements (SCAs), which are a type of
public-private or public-public partnership. As used in this Statement, an SCA is an
arrangement between a ftransferor (a government) and an operator (governmenial or
nongovernmental entity) in which (1) the transferor conveys to an operator the right and
related obligation to provide services through the use of infrastructure or another public asset
(a “facility”) in exchange for significant consideration and (2) the operator collects and is
compensated by fees from third parties. The City is analyzing the effect that this statement
will have on its financial statement, and currently believes it will have no significant effect on
the financial statement for the upcoming year.

In November 2010, the Governmental Accounting Standards Board (GASB) issued GASB
Statement No. 61 The Financial Reporting Entity: Omnibus—an amendment of GASB
Statements No. 14 and No. 34, which is effective for financial statements for periods
beginning after June 15, 2012. Earlier application is encouraged. The objective of this
Statement is to improve financial reporting for a governmental financial reporting entity. The
requirements of Statement No. 14, The Financial Reporting Entity, and the related financial
reporting requirements of Statement No. 34, Basic Financial Statements—and Management’s
Discussion and Analysis—for State and Local Governments, were amended to better meet
user needs and to address reporting entity issues that have arisen since the issuance of those
Statements. The City is analyzing the effect that this statement will have on its financial
statement, and currently believes it will have no significant effect on the financial statement
for the upcoming year.

In December 2010, the GASB issued Statement No. 62, Codification of Accounting and
Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements. That Statement supersedes Statement No. 20, Accounting and Financial
Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary Fund
Accounting. Statcment 62 is cffective for financial statements for periods beginning after
December 15, 2011, with early application encouraged. The objective of this statement is to
provide non-conflicting pronouncements between FASB and GASB. The City is analyzing the
effect that this statement will have on its financial statement, and currently believes it will
have no significant effect on the financial statement for the upcoming year.

In June 2011, the GASB issued Statement No. 63, Financial reporting of Deferred Outflows
of Resources, Deferred Inflows of Resources, and net Position, which is effective for financial
statements for periods beginning after December 15, 2011. Earlier application is encouraged.
The objective of this statement is to provide financial reporting guidance for deferred
outflows of resources and deferred inflows of resources. Concepts Statement No. 4, Elements
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of Financial Statcments, introduced and defined those elements as a consumption of net assets
by the government that is applicable to a future reporting period, and an acquisition of net
assets by the government that is applicable to a future reporting period, respectively. Previous
financial reporting standards do not include guidance for reporting those financial statement
elements, which are distinct from assets and liabilities. Concepts Statement 4 also identifies
net position as the residual of all other elements presented in a statement of financial position.
This Statement amends the net asset reporting requirements in Statement No. 34, Basic
Financial Statements—and Management’s Discussion and Analysis—for State and Local
Governments, and other pronouncements by incorporating deferred outflows of resources and
deferred inflows of resources into the definitions of the required components of the residual
measure and by renaming that measure as net position, rather than net assets. The City is
analyzing the effect that this statement will have on its financial statement, and currently
believes it will have no significant effect on the financial statement for the-upcoming year.

In June 2011, the Governmental Accounting Standards Board (GASB) issued GASB
Statement No. 64 Derivative Instruments: Application of Hedge Accounting Termination
Provisions—an amendment of GASB Statement No. 53, which is effective for financial
statements for periods beginning after June 15, 2011, Earlier application is encouraged. The
objective of this Statement is to clarify whether an effective hedging relationship continues
after the replacement of a swap counterparty or a swap counterparty’s credit support provider.
This Statement sets forth criteria that establish when the effective hedging relationship
continues and hedge accounting should continue to be applied. The City is analyzing the
effect that this statement will have on its financial statement, and currently believes it will
have no significant effect on the financial statement for the upcoming year.

CASH AND DEPOSITS
Deposits

Custodial Credit Risk - Deposits. Custodial credit risk is, in the event of the failure of a depository
financial institution, the City will not be able to recover deposits or will not be able to recover
collateral securities that are in the possession of an outside party. The City does not have a deposit
policy for custodial credit risk. Deposits are exposed to custodial credit risk if they are not covered
by depository insurance and are (1) uncollateralized, (2) collateralized with securities held by the
pledging financial institution, or (3) collateralized with securities held by the pledging financial
institution's trust department or agent but not in the City's name. As of June 30, 2011, the City's
bank balance total of $508,304 was exposed to credit risk in the amount of $258,304 as follows:

Uninsured and collateral held by pledging bank's
trust department not in the City's name $258,304

In accordance with Section 6-10-17, NMSA, 1978 Compilation, the City is required to
collateralize an amount equal to one-half of the public money in excess of FDIC insurance at each
financial institution. At June 30, 2011, FDIC insurance is unlimited for non-interest bearing
accounts and $250,000 on interest bearing accounts.

The total balance in any single financial institution may at times exceed the FDIC coverage
available to individual depositors. The City is required to obtain from each bank that is a
depository for public funds pledged collateral in an aggregate amount equal to one half of the
public money in cach account.

Credit Risk. The City has no formal policy on managing credit risk. State law limits investments to
United States Government obligations, commercial paper with A-1 or better ratings, corporate
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bonds with a BBB+ or better rating, asset backed obligations with an AAA or better rating, or
repurchase agreements.

LONG-TERM OBLIGATIONS

Long-term liability activily for the year ended June 30, 2011, was as follows:

Balance Balance Due Within
June 30, 2010 Additions Reductions  June 30, 2011 One Year

Governmental Activities:
Compensated absences  $ - $ 800 § (38) $ 762§ 762

Accrued Compensated Absences. Employees accrue two hours per pay period if the employee has
been with the City less than than three years. In year four, the accrual amount increases one hour
per pay period every four years up to a maximum of 5 hours per pay period. The maximum
number of annual leave hours which may be accrued is 360 hours. Compensated absence balances
have been liquidated within the general fund in prior years.

RISK MANAGEMENT

The City is exposed to various risks of loss from torts; theft of, damage to, and destruction of
assets; business interruption; errors and omissions; employee injuries and illnesses; natural
disasters; and employee health, dental, and accident benefits. The City participates in the New
Mexico Self-Insurer's Fund risk pool. The New Mexico Self-Insurer's Fund risk pool operates as a
common risk management and insurance program for workers compensation and property and
casualty coverage.

These funds are funded entirely by member contributions and are administered by the New Mexico
Self-insurer's Fund. The pools are authorized by joint powers agreements entered into by each
participating entity as a separate and independent government and legal entity pursuant to the
provisions of Section 11-1-1 et, Seq. NMSA 1978,

PERA PENSION PLAN

Plan Description: Substantially all of the City’s full-time employees participate in a public
employee retirement system authorized under the Public Employees Retirement Act (Chapter 10,
Article 11 NMSA 1978). The Public Employces Retirement Association (PERA) is the
administrator of the plan, which is a cost-sharing multiple-employer defined benefit retirement
plan. The plan provides for retirement, disability benefits, survivor benefits and cost-of-living
adjustments to plan members and beneficiaries. PERA issues a separate, publicly available
financial report that includes financial stalements and required supplementary information. That
report may be obtained by writing to PERA, PO Box 2123, Santa Fe, New Mexico 87504-2123.
The report is also available on PERA's website at www,pera.state.nm.us.

Funding Policy. Plan members are required to contribute 9.15% (16.3% for police officers) of
their gross salary and the City is required to make a matching contribution of 9.15% (18.5% for
police officers). The contribution requirements of plan members and the City are established under
Chapter 10, Article 11 NMSA 1978. The requirements may be amended by acts of the legislature.
The City's contributions to PERA for the year ending June 30, 2011 was $1,981, equal to the
amount of the required contributions for each year.
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STATE OF NEW MEXICO

CITY OF ANTHONY
SCHEDULE OF DEPOSIT ACCOUNTS

JUNE 30, 2011

Financial
Financial Institution/ Type of Institution Reconciling Reconciled
Account Description Aecount Balance Ttems Balance
First New Mexico Bank
General Pooled Cash Checking $ 508,304 § Q71 § 505,593

See accompanying notes to financial statements.
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STATE OF NEW MEXICO
CITY OF ANTHONY

SCHEDULE OF PLEDGED COLLATERAL
JUNE 30, 2011

Deposits at June 30, 2011
Less: FDIC coverage

Uninsured public funds

Pledged collateral held by the pledging bank's trust department or agent but not in
the City’s name

Uninsured and uncollateralized

50% pledged collateral requirement per statute

Total pledged collateral

Pledged collateral over the requirements

Pledged collateral at June 30, 2011 consists of the following:
Security CusIp Maturity
Mora NM ISD 616412EK4 744717

The pledged securities are located at First New Mexico Bank in Las Cruces, NM.

-29.

Wells Fargo
$ 508,304
250,000
258,304
370,711
M. —
3 129,152
370,711
$ (241,559)
Market Value
3 370,711
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Mr. Hector H. Balderas, State Auditor and
The Mayor and

Board of Trustees

City of Anthony, New Mexico

We have audited the financial statements of the governmental activities, each major fund and the budgetary
comparisons of the general fund and major special revenue fund of the City of Anthony (the City), as of and
for the year ended June 30, 2011, and have issued our rcport thereon dated November 29, 2011. 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
Comptroiler General of the United States.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
patagraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
above. However, we identified certain deficiencies in internal control over financial reporting, described in
the accompanying schedule of findings and responses that we consider to be significant deficiencies in
internal control over financial reporting (finding 11-01). A significant deficiency is a deficiency, or a
combination of deficiencics, in internal control that is less severc than a material weakness, yet important
enough to merit aftention by those charged with governance.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

This report is intended solely for the information and use of the City of Anthony's management, Board of

Trustees, the Department of Finance and Administration, the New Mexico State Legislature, and the Office of
the State Auditor and is not intended to be and should not be used by anyone other than these specified parties.

WALt + )
MN«?« « CC.WQ} e
El Paso, Texas

November 29, 2011



STATE OF NEW MEXICO
CITY OF ANTHONY

SCHEDULE OF FINDINGS AND RESPONSES
JUNE 30, 2011

CURRENT YEAR FINDINGS:
11-01 Financial Statements and Disclosures - Significant Deficiency
Condition

The City relies upon their independent auditor to prepare the financial statements in accordance with
generally accepted accounting principles (GAAP). The accounting staff lacks the knowledge to prepare
such statements, as well as the ability to detect accuracy and completeness of all required notes that
explain financial activity contained in the financial statements. The City requires the independent
auditor to gather all necessary information in order to convert their cash basis accounting information
into financial statements prepared in accordance with GAAP.

Criteria

Auditing standards adopted in the United States of America, in particular Statement on Auditing
Standards (SAS) 109, paragraph 41 states the following: "Internal control is a process - effected by
those charged with governance, management, and other personnel - designed to provide reasonable
assurance about the achievement of the entity's objectives with regard to reliability of financial
reporting, effectiveness and efficiency of operations, and compliance with laws and regulations.
Internal control over safeguarding of assets against unauthorized acquisition, use, or disposition may
include control relating to financial reporting and operations objectives,”

Appropriate internal control procedures over financial reporting include the ability to prepare financial
statements in accordance with GAAP or at a minimum; management should have the ability to
comprehend the requirements for financial reporting. Financial statements prepared in accordance with
GAAP include all required statements of financial position, statements of changes in financial position,
changes in cash flow and notes.

SAS 115, paragraph 11 provides examples of factors that may affect the likelihood that a control, or
combination of controls could fail to prevent or detect a misstatement. One such example is "The nature
of the financial statements accounts, disclosures, and assertions involved.”

SAS 115, paragraph 15 provides a list of indicators of a control deficiency that should be regarded as at
least a significant deficiency and a strong indicator of a material weakness in internal control. One such
example is "Ineffective oversight of the entity's financial reporting and internal control by those
charged with governance."

Cause

The City's staff lacks the proper experience and training to prepare the financial statements and related
disclosures.
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Effect

Since the City personnel lack the ability to prepare, and did not prepare the financial statements, there
is an increased risk that a misstatement of the City's financial statements that is more than
inconsequential, will not be prevented or detected. Further, since the City accounting staff lacks the
proper knowledge or training regarding the requirements of GAAP financial reporting, there is more
than a remote possibility that a material misstatement of the financial statements will not be prevented
or detected.

Recommendation

The City should have its current staff undergo training so they can develop the ability to prepare the
financial statements and the related notes or employ an individual to serve in the position of director of
finance, that has the ability to prepare financial statements in accordance with GAAP. Alternatively, the
City could choose to consult with a separate accounting firm prior to and during the audit process that
would assist the City in the preparation of the financial statements and related notes.

Management's Response

The City agrees with the finding. The City is in the process of evaluating and purchasing an accounting
software that is specifically made for use with local governments, which will improve our financial

reporting. Also, as the City grows, the personnel performing accounting functions will receive training
to gain the required knowledge for preparing financial statements and the related disclosures.

PRIOR YEAR FINDINGS

None

-34 -



STATE OF NEW MEXICO
CITY OF ANTHONY

EXIT CONFERENCE
FOR THE YEAR ENDED JUNE 30, 2011

An exit conference was conducted on November 29, 2011 with the following individuals in attendance:

City of Anthony Officials

Ramon Gonzalez Mayor
Gloria Irigoyen Clerk - Treasurer
Velma Navarette Assistant Clerk

White, Samaniego & Campbell, LLP
Brad Watts Partner

Financial Statement Preparation
The financial statements were prepared by White + Samaniego + Campbell, LLP from the books and

records of the City of Anthony. However, the contents of these financial statements remain the
responsibility of the City's management.
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