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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor, Council,
The Village of Cloudcroft
and
Hector H. Balderas
New Mexico State Auditor

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information and the budgetary comparison of the
general fund of the State of New Mexico, Village of Cloudcroft (the “Village™), as of and for the year ended June
30, 2008 which collectively comprise the Village’s basic financial statements as listed in the table of contents.
We have also audited the financial statements of each of the Village’s non-major governmental funds presented as
other supplementary information in the accompanying combining and individual fund financial statements as of
and for the year ended June 30, 2008, as listed in the table of contents. These financial statements are the
responsibility of the Village’s management. Our responsibility is to express opinions on these financial
statements based on our audit. .

Except as discussed in the following paragraph, 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 of America. 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.

Because of the inadequacy of accounting records, we were unable to form an opinion regarding the amounts at
which capital assets and accumulated depreciation are recorded in the government-wide financial statements and
proprietary funds at June 30, 2008, or the amount of depreciation expense for the year then ended.

In our opinion, except for the effects of such adjustments, if any, had accounting records for capital assets and
related accumulated depreciation been adequate, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities, business-type activities, each
major fund, and the aggregate remaining fund information of the State of New Mexico, Village of Cloudcroft as
of June 30, 2008, and the respective changes in financial position and cash flows, where applicable, thereof and
the respective budgetary comparisons for the General Fund and Major Special Revenue Funds 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

-1-



financial position of each non-major governmental fund of the Village of Cloudcroft as of June 30, 2008, and the
respective changes in financial statements, where applicable, thereof and the respective budgetary comparison for
the non-major special revenue and the enterprise 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 24, 2008, on
our consideration of the Village’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 Village of Cloudcroft has not presented a management’s discussion and analysis that accounting principles
accepted in the United States has determined is necessary to supplement, although not required to be part of, the
basic financial statements.

Our audit was conducted for the purpose of forming opinions on the basic financial statements and the combining
and individual fund financial statements and budgetary comparisons presented as supplemental information. The
accompanying financial information listed as other supplemental information in the table of contents is presented
for purposes of additional analysis and is 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 presented in all material respects in relation to the financial statements taken as a whole.

Jllpo L Qnsocnker, CHE, (e
Miller & Associates, C.P.A, P.C.
November 24, 2008
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Statement of Net Assets
Government -Wide
June 30, 2008

Primary Government

Governmental Business-type
ASSETS Activities Activities Total
Current assets:
Cash and cash equivalents (Note II) $ 1,285,025 $ 199,709 $ 1,484,734
Accounts receivable 44,048 79,774 123,822
Total current assets 1,329,073 279,483 1,608,556
Noncurrent assets:
Restricted assets:
Cash 9,466 - 9,466
Capital assets, net of depreciation (Note III)
Land 3,986,729 100,000 4,086,729
Land improvements 16,397 - 16,397
Buildings and improvements 1,132,869 4,900 1,137,769
Vehicles 284,332 - 284,332
Equipment 331,568 1,452,739 1,784,307
Infrastructure 4,459,116 3,213,474 7,672,590
Construction in process 385,178 - 385,178
Total noncurrent assets 10,605,655 4,771,113 15,376,768
Total assets $ 11,934,728 §$ 5,050,596 $ 16,985,324
LIABILITIES
Current liabilities:
Accounts payable $ 19,465 $ 19,720 $ 39,185
Accrued payroll 8,935 5,277 14,212
Accrued interest 316 1,678 1,994
Accrued compensated absences - current - 7,038 7,038
Bonds payable - current - 16,000 16,000
Notes payable - current 19,437 30,004 49,441
Total current liabilities 48,153 79,717 127,870
Noncurrent liabilities:
Bonds payable - 33,000 33,000
Notes payable (Note IV) 40,670 23,050 63,720
Accrued compensated absences (Note IV) 10,035 - 10,035
Total noncurrent liabilities 50,705 56,050 106,755
Total liabilities 98,858 135,767 234,625
NET ASSETS
Invested in capital assets, net of related debt 10,536,082 4,669,059 15,205,141
Restricted 9,466 9,466
Unrestricted 1,290,322 245,770 1,536,092
Total net assets 11,835,870 4,914,829 16,750,699
Total liabilities and net assets $ 11,934,728 §$ 5,050,596 $ 16,985,324

The accompanying notes are an integral part of these financial statements.




STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Statement of Activities
Government -Wide
For the Year Ended June 30, 2008

Program Revenues

Operating Capital Grants

Charges for Grants and and
Functions/Programs Expenses Services Contributions  Contributions
Governmental activities:
General government $ 416,791 $ 56,576 $ 38,983 § -
Public safety 381,246 5,962 159,564 -
Culture and recreation 175,111 127,964 31,906 -
Public works 272,678 - - -
Health and welfare 79,493 71,267 56,086 -
Total governmental activities 1,325,319 261,769 286,539 -
Business-type activities:
Water and sewer management 1,635,676 704,824 734,762 -

Total primary government

$ 2,960,995

$ 966,593 § 1,021,301 § -

General revenues:

Property taxes

Gross receipt taxes

Franchise taxes

Gas taxes

Cigarette taxes

Interest income

Miscellaneous

Transfers
Special items:

Loss on disposal of capital asets

Total general revenues
Change in net assets

Beginning net assets - as previously reported
Restatement
Net assets - beginning as restated
Net assets, ending

The accompanying notes are an integral part of these financial statements.
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Primary Government

Governmental Business-type
Activities Activities Total

$ (321,232) § - (321,232)
(215,720) - (215,720)
(15,241) - (15,241)
(272,678) - (272,678)

47,860 - 47,860
(777,011) - (777,011)
, - (196,090) (196,090)
(777,011) (196,090) (973,101)

42,494 - 42,494

505,225 39,944 545,169

22,036 - 22,036

18,516 - 18,516

3,324 - 3,324

18,896 3,629 22,525

22,494 3,898 26,392

23,940 (23,872) 68
(138,050) - (138,050)

518,875 23,599 542,474
(258,136) (172,491) (430,627)

11,569,491 1,690,336 13,259,827
524,515 3,396,984 3,921,499
12,094,006 5,087,320 17,181,326

$ 11,835,870 § 4,914,829 § 16,750,699
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Balance Sheet
Governmental Funds

June 30,2008
Major Funds
Fire Lodger's Tax
General Fund Protection Fund
ASSETS
Cash and cash equivalents $ 254,097 $ 238064 $ 32,584
Accounts receivable 39,081 - -
Total assets $ 293,178 $§ 238,064 $ 32,584
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 7,587  § 1,371  § -
Accrued payroll 8,935 - -
Deferred revenue 1,419 - -
Total liabilities 17,941 1,371 -
Fund balances:
Reserved for:
Debt service - - -
Unreserved, reported in
General fund 275,238 - -
Special revenue funds - 236,693 32,584
Capital projects funds - - -
Total fund balances 275,238 236,693 32,584
Total liabilities and fund balances $ 293,178 $ 238,064 $ 32,584

The accompanying notes are an integral part of these financial statements.
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Major Funds

Other Total
Non-Major Governmental

Infrastructure EMS Fund Funds Funds
$ 54,512 $§ 574,675 $ 140,558 $ 1,294,490
3,357 - 1,612 44,050
$ 57,869 $ 574,675 $ 142,170 $ 1,338,540
$ 5,060 $ 2,852 § 2,597 $ 19,467
- - - 8,935
- - - 1,419
5,060 2,852 2,597 29,820
- - 5,286 5,286
- - - 275,238
- 571,823 56,958 898,058
52,809 - 77,329 130,138
52,809 571,823 139,573 1,308,720
$ 57,869 $ 574,675 $ 142,170 $ 1,338,540
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Reconciliation of Governmental Funds Balance Sheet
to the Statement of Net Assets
June 30, 2008

Total fund balances - governmental funds

Amounts reported for governmental activities in the Statement
of Activities are different because:

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

Land § 3,986,729
Land improvement 70,729
Building and improvements 2,113,469
Vehicles 1,168,229
Equipment 919,430
Infrastructure 4,459,116
Construction in progress 385,178
Accumulated depreciation (2,506,691)

Total capital assets
Deferred revenue

Accrued interest is not due and payable
in the current period and therefore is not reported
in the funds.

Compensated absences are not due and payable
in the current period and therefore are not reported
in the funds.

Long-term liabilities including loans payable are not due
and payable in the current period and therefore are

not reported in the funds.

Net assets of governmental activities

The accompanying notes are an integral part of these financial statements.
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Statement of Revenues, Expenditures and Changes in Fund Balances

REVENUES
Taxes
Licenses and permits
Intergovernmental
Charges for sales and services
Fines and forfeits
Rents
Interest income
Miscellaneous
Total revenues

EXPENDITURES
Current:

General government

Public safety

Culture and recreation

Public works

Health and welfare
Capital outlay
Debt Service:

Principal

Interest

Total expenditures

STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT

Governmental Funds
For the Year Ended June 30, 2008

OTHER FINANCING SOURCES

Transfers in (out), net

Excess (deficiency) of revenues
over expenditures

Fund balances - beginning of the year

Fund balances - end of the year

The accompanying notes are an integral part of these financial statements.

Major Funds
Fire Lodger's Tax
General Fund  Protection Fund

$ 517,770 $ - 3 126,713
8,675 - -

38,378 137,764 -
31,913 - -

4,463 - -

4,505 3,306 548

21,247 - -
626,951 141,070 127,261
390,136 - -
288,159 48,612 -
54,758 - 112,717
92,565 - -

- 11,789 -

825,618 60,401 112,717
(198,667) 80,669 14,544
473,905 156,024 18,040

$ 275238 § 236,693 § 32,584

-14-



‘Major Funds

Other Total
Non-Major  Governmental

Infrastructure EMS Fund Funds Funds
$ 45,167 $ -3 41,011  § 730,661
- - - 8,675
- 56,086 53,706 285,934
- 71,266 - 103,179
- - 1,500 5,963
- - 1,250 1,250
887 7,206 2,363 18,815
- 2,040 4,162 27,449
46,054 136,598 103,992 1,181,926
- - - 390,136
- - 30,596 367,367
- - 7,096 174,571
- - 6,006 98,571
- 79,493 - 79,493
77,691 - 68 89,548
- - 41,567 41,567
] . 5,633 5,633
77,691 79,493 90,966 1,246,886
(2,021) - - 25,893 23,872
(2,021) - 25,893 23,872

(33,658) 57,105 38,919 (41,088)

86,467 514,718 100,654 1,349,808
$ 52,809 $ 571,823 $ 139,573 § 1,308,720
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Reconciliation of Changes in Fund Balances of
Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2008

Net change in fund balances - total governmental funds $

Amounts reported for governmental activities in the Statement
of Activities are different because:

Governmental funds reported capital outlay 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:

Capital expenditures
Depreciation expense

Repayment of the principal of long-term debt consumes the current
financial resources of government funds.

Deferred revenue

Accrued interest reported in the Statement of Activities
require the use of current financial resources and therefore is not
reportable as an expenditure in governmental funds.

Compensated absences reported in the Statement of Activities
require the use of current financial resources and therefore are not
reportable as expenditures in governmental funds.

(41,088)

(61,171)
(157,991)

18,942

(16,563)

81

(346)

Change in net assets of governmental activities $

(258,136)

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Statement of Revenues, Expenditures and Changes in Fund Balance
Budget (Non-GAAP Basis) and Actual
General Fund
For the Year Ended June 30, 2008

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Taxes $ 639436 $ 639436 $ 590,481 $ (48,955)
Licenses and permits 10,250 10,250 8,675 (1,575)
Intergovernmental 50,800 50,800 38,378 (12,422)
Charges for sales and services 30,700 30,700 33,625 2,925
Fines and forfeitures 5,800 5,800 4,463 (1,337)
Interest income 5,500 5,500 4,505 (995)
Miscellaneous 17,590 17,849 21,247 3,398
760,076 760,335 701,374 (58,961)
EXPENDITURES
General Government 374,723 428,982 384,016 44,966
Public safety 287,838 287,838 287,157 681
Public works 93,746 93,746 93,018 728
Culture and recreation 70,679 70,679 54,455 16,224
Capital outlay 10,000 6,000 - 6,000
836,986 887,245 818,646 68,599
Other Financing Sources
Transfers in (out), net - - - -
Excess (deficiency) of revenues
over expenditures (76,910) (126,910) (117,272) $ 9,638
Prior year cash balance 376,222 376,222
End of the year cash balance $ 299312 $ 249,312
RECONCILIATION TO GAAP
Prior year accounts receivable (114,358)
Accounts receivable 39,081
Prior year accounts payable 7,361
Current year accounts payable (7,587)
Prior year accrued payroll 7,040
Prior year other liabilities 4,852)
Current year accrued payroll (8,935)
Prior year deferred revenue 2,274
Current year deferred revenue (1,419)

Excess (deficiency) of revenues

over expenditures $ (198,667)

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT

Statement of Revenues, Expenditures and Changes in Fund Balance

Budget (Non-GAAP Basis) and Actual

Fire Protection Fund

For the Year Ended June 30, 2008

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Intergovernmental $ 137,764 $ 137,764 $ 137,764 $ -
Interest income 1,000 1,000 3,306 2,306
Miscellaneous - - - -
138,764 138,764 141,070 2,306
EXPENDITURES
Public safety 138,764 127,164 47,905 79,259
Capital outlay 11,600 11,600 11,544 56
150,364 138,764 59,449 79,315
Excess (deficiency) of revenues
over expenditures (11,600) - 81,621 $ 81,621
Prior year cash balance 156,442 156,442
End of the year cash balance $ 144842 $ 156,442
RECONCILIATION TO GAAP
Prior year accounts payable 419
Current year accounts payable (1,371)
Excess (deficiency) of revenues
over expenditures $ 80,669

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Statement of Revenues, Expenditures and Changes in Fund Balance
Budget (Non-GAAP Basis) and Actual
Lodger's Tax Fund
For the Year Ended June 30, 2008

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Taxes $ 123,000 $ 123000 $ 126,714 $ 3,714
Interest income 500 500 549 49
123,500 123,500 127,263 3,763
EXPENDITURES
Culture and recreation 138,000 138,000 112,719 25,281
Capital outlay - - - -
138,000 138,000 112,719 25,281
Other Financing Sources
Transfers in (out), net - - - -
Excess (deficiency) of revenues
over expenditures (14,500) (14,500) 14,544 § 29,044
Prior year cash balance 18,040 18,040
End of the year cash balance $ 3,540 $ 3,540
RECONCILIATION TO GAAP
Prior year account payable -
Excess (deficiency) of revenues
over expenditures $ 14,544

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Statement of Revenues, Expenditures and Changes in Fund Balance
Budget (Non-GAAP Basis) and Actual
Infrastructure Fund
For the Year Ended June 30, 2008

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Taxes $ 54,500 $ 54500 $ 51,955 $ (2,545)
Intergovernmental 120,000 120,000 - (120,000)
Interest income 1,500 1,500 886 (614)
176,000 176,000 52,841 (123,159)
EXPENDITURES
Capital outlay 176,000 176,000 72,631 103,369
176,000 176,000 72,631 103,369
Other Financing Sources
Transfers in (out), net - (2,021) (2,021) -
- (2,021) (2,021) -
Excess (deficiency) of revenues
over expenditures - (2,021) (21,811) § (19,790)
Prior year cash balance 76,323 76,323
End of the year cash balance $ 76,323 $ 74,302
RECONCILIATION TO GAAP
Prior year accounts receivable (10,144)
Accounts receivable 3,356
Prior year accounts payable -
Accounts payable (5,059)
Excess (deficiency) of revenues
over expenditures $  (33,658)

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Statement of Revenues, Expenditures and Changes in Fund Balance
Budget (Non-GAAP Basis) and Actual
EMS
For the Year Ended June 30, 2008

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Intergovernmental $ 63,170 $ 63,170 $ 56,086 $ (7,084)
Charges for sales and services 58,000 58,000 71,266 13,266
Interest income 5,400 5,400 7,206 1,806
Miscellaneous - - 2,040 2,040
126,570 126,570 136,598 10,028
EXPENDITURES
Health and welfare 246,570 246,570 77,091 169,479
Capital outlays - - - -
246,570 246,570 77,091 169,479
Other Financing Sources
Transfers in (out), net - - - -
Excess (deficiency) of revenues
over expenditures (120,000) (120,000) 59,507 $ 179,507
Prior year cash balance 515,169 515,169
End of the year cash balance $§ 395169 § 395,169
RECONCILIATION TO GAAP
Prior year accounts payable 450
Accounts payable (2,852)
Excess (deficiency) of revenues
over expenditures $ 57,105

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Statement of Net Assets
Proprietary Fund
June 30, 2008

Water and
Sewer Fund

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable

$ 199,709
79,774

Total current assets
Noncurrent assets:
Capital assets, net of depreciation (Note IIT)

279,483

4,771,113

Total assets

$ 5,050,596

LIABILITIES
Current liabilities:
Accounts payable $ 19,720
Accrued payroll 5,277
Accrued interest 1,678
Compensated absences 7,038
Bonds payable-current 16,000
Notes payable-current 30,004
Total current liabilities 79,717
Noncurrent liabilities:
Bonds payable 33,000
Notes payable 23,050
Total noncurrent liabilities 56,050
Total liabilities 135,767
NET ASSETS
Invested in capital assets, net of related debt 4,669,059
Unrestricted 245,770
Total net assets 4,914,829
Total liabilities and net assets $ 5,050,596

The accompanying notes are an integral part of these financial statements.
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Statement of Revenues, Expenses and Changes in Fund Net Assets

OPERATING REVENUE
Sales and service
Taxes
Miscellaneous
Total operating revenues

OPERATING EXPENDITURES
Personal services
Operation and maintenance
Depreciation
Total operating expenditures

Operating income (loss)

NON-OPERATING REVENUE
Intergovernmental
. Interest income
Interest expense

STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT

Proprietary Fund
For the Year Ended June 30,2008

Total nonoperating revenues (expenses)

Income (loss) before transfers
Transfers

Change in net assets

Net assets - beginning of the year (as previously reported)

Restatement

Net assets - beginning of the year (as restated)

Net assets - end of the year

Water and
Sewer Fund

$

704,824
39,944
3,898

748,666

260,016
1,190,136
183,510

1,633,662

(884,996)

734,762
3,630
(2,015)

736,377

(148,619)

(23,872)

(172,491)

1,690,336
3,396,984

5,087,320

4,914,829

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Statement of Cash Flows
Proprietary Fund
For the Year Ended June 30, 2008

Cash flows from operating activities
Cash received from customers
Cash received from taxes
Cash payments to suppliers for goods and services
Cash payments to employees for services
Net cash provided (used) by operating activities

Cash flows from noncapital financing activities
Transfers
Net cash provided (used) by noncapital financing activities

Cash flows from capital and related financing activities
Cash received from other governments
Principal paid on notes payable
Principal paid on bonds payable
Interest paid on notes payable
Net cash provided for capital and related financing activities

Cash flows from investing activities
Interest received
Net cash provided for investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Reconciliation of operating income (loss) to net cash
provided (used) by operating activities:

Operating income (loss)
Adjustments to reconcile operating income (loss) to net
cash provided (used) by operating activities:
Depreciation
Change in assets and liabilities:
(Increase)/decrease in accounts receivable
Increase/(decrease) in accounts payable
Increase/(decrease) in accrued payroll
Increase/(decrease) in compensated absences

Net cash provided (used) by operating activities

The accompanying notes are an integral part of these financial statements.
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Water and
Sewer Fund

$ 710,492
39,944
(1,208,695)
(259,356)

(717,615)

(23,872)

(23,872)

734,762

(29,352)

(15,000)
(2,600)

687,810

3,629

3,629

(50,048)

249,757

$ 199,709

$ (884,996)

183,510

1,770
(18,560)

1,164
(503)

$ (717,615)




STATE OF NEW MEXICO

VILLAGE OF CLOUDCROFT
Statement of Fiduciary Assets and Liabilities
Agency Funds
June 30, 2008
Agency Fund
ASSETS
Cash and cash equivalents $ 1,007
LIABILITIES
Accounts payable $ 1,007

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Notes to the Financial Statements
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting entity

The Village of Cloudcroft, NM (the “Village™), was incorporated on April 5, 1948 under the laws of the State
of New Mexico. The Village operates under a Council-Mayor form of government and provides the
following service as authorized by its charter: public safety (police, ambulance, and fire), streets, sanitation,
culture-recreation, education, public improvements, planning and zoning, and general administrative services.
The Village is a municipal corporation governed by an elected mayor and an eight-member council. The
Village has no blended component units that are legally separate entities but still, in substance, part of the
government’s operations.

The Village’s basic financial statements include the accounts of all Village operations. The criteria for
including organizations as component units within the Village’s reporting entity, as set forth in Section 2100
of GASB’s Codification of Governmental Accounting and Financial Reporting Standards, include whether:

the organization is legally separate (can sue and be sued in their own name)

the Village holds the corporate powers of the organization

the Village appoints a voting majority of the organization’s board

the Village is able to impose its will on the organization

the organization has the potential to impose a financial benefit/burden on the Village
there is a fiscal dependency by the organization on the Village

Based on the aforementioned criteria, the Village of Cloudcroft has no component units.

The Village’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 Village has the option to apply FASB pronouncements issued after that date to its business-type
activities and enterprise funds, the Village has chosen not to do so. The more significant accounting policies
established in GAAP and used by the Village are discussed below.

In June 1999, the Government Accounting Standards Board (GASB) unanimously approved Statement No.
34, Basic Financial Statements-and Management’s Discussion and Analysis-for State and Local
Governments. The Village elected to implement the general provisions of the Statement as of June 30, 2004,
and does not plan to retroactively report infrastructure (infrastructure assets acquired prior to 7/1/03).

B. Basic financial statements — government-wide statements

The Village’s basic financial statements include both government-wide (reporting the Village as a whole) and
fund financial statements (reporting the Village’s major funds). Both the government-wide and fund financial
statements categorize primary activities as either governmental or business type. The Village’s public safety
(police and fire), streets, health and social services, culture-recreation, education, and general administrative
services are classified as governmental activities. The Village’s water, sewer and solid waste services are
classified as business-type activities.

In the government-wide Statement of Net Assets, both the governmental and business type activities columns
(a) are presented on a consolidated basis by column, and (b) are reported on a full accrual, economic resource
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Notes to the Financial Statements
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

basis, which recognizes all long-term assets and receivables as well as long-term debt and obligations. The
Village’s net assets are reported in three parts — invested in capital assets, net of related debt; restricted net
assets; and unrestricted net assets.

The government-wide Statement of Activities reports the gross and net cost of each of the Village’s functions
and business-type activities. The functions are also supported by general government revenues (property and
sales taxes), and certain inter-governmental revenues (fines, permits and charges, etc.). The Statement of
Activities reduces gross expenses (including depreciation) by related program revenues and operating and
capital grants. Program revenues must be directly associated with the function or a business-type activity.
Program revenues include charges to customers or applicants who purchase, use, or directly benefit from
goods, services, or privileges provided by a given function or segment and 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 as general revenues. Grants and
similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.

The government-wide focus is more on the sustainability of the Village as an entity and the change in the
Village’s net assets resulting from the current year’s activities.

C. Basic financial statements — fund financial statements

The financial transactions of the Village are reported in individual funds in the fund financial statements.
Each fund is accounted for by providing a separate set of self-balancing accounts that comprises its assets,
liabilities, reserves, fund equity, revenues, and expenditures/expenses. The various funds are reported by
generic classification within the financial statements.

The following fund types are used by the Village:
1. Governmental funds:

The focus of the governmental funds’ measurement (in the fund statements) is upon determination of
financial position and changes in financial position (sources, uses, and balances of financial resources)
rather than upon net income. The following is a description of the governmental funds of the Village:

a) General fund is the general operating fund of the Village. It is used to account for all financial
resources except those required to be accounted for in another fund.

b) Special revenue funds are used to account for the proceeds of specific revenue sources that are
legally restricted to expenditures for specified purposes.
The Village reports the following major governmental funds:

a) The general fund is the Village’s primary operating fund. It accounts for all financial resources of
the general government, except those required to be accounted for in another fund.

b) The fire protection fund accounts for the operations and maintenance of the fire department.

¢) The infrastructure fund is used for the repair, maintenance, construction, and improvements to
water, sewer, road systems, buildings and grounds.
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT

Notes to the Financial Statements
June 30, 2008

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

d) The EMS (emergency medical services) fund accounts for the acquisition of emergency medical
equipment and the operation of the equipment financed through a grant from the State of New
Mexico.

2. Proprietary funds:

The focus of proprietary fund measurement is upon determination of operating income, changes in net
assets, financial position, and cash flows. The generally accepted accounting principles applicable are
those similar to businesses in the private sector. The following is a description of the proprietary funds of
the Village:

a) Enterprise funds are required to be used to account for operations for which a fee is charged to
external users for goods or services and the activity (a) is financed with debt that is solely secured
by a pledge of the net revenues, (b) has third party requirements that the cost of providing
services, including capital costs, be recovered with fees and charges or (c) establishes fees and
charges based on a pricing policy designed to recover similar costs.

The Village reports the following major proprietary fund:

The water and sewer fund is utilized to account for the provisions of the water, sewer and solid waste
services to the residents of the Village.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of
the water and sewer, and solid waste funds are charges to customers for sales and services. Operating
expenses for enterprise funds include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses.

3. Fiduciary Funds:

Fiduciary funds are used to report assets held in trustee or agency capacity for others and therefore are not
available to support Village programs. The reporting focus is on net assets and changes in net assets and
is reported using accounting principles similar to proprietary funds.

The Village’s fiduciary fund is presented in the fiduciary fund financial statements. This fund accounts
for the collection and payment to the State of New Mexico motor vehicle fees collected by the Village on
the state’s behalf. The Fund cannot be used to address activities or obligations of the government.
Therefore, the funds are not incorporated into the government-wide statements.

D. Measurement focus and basis of accounting
Measurement focus is a term used to describe “which” transactions are recorded within the various financial

statements. Basis of accounting refers to “when” transactions are recorded regardless of the measurement
focus applied.
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Notes to the Financial Statements
June 30, 2008

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Measurement focus

On the government-wide Statement of Net Assets and the Statement of Activities, both governmental and
business-like activities are presented using the economic resources measurement focus as defined in item b)
below.

In the fund financial statements, the “current financial resources” measurement focus or the “economic
resources” measurement focus is used as appropriate:

a) All governmental funds utilize a “current financial resources” measurement focus. Only current
financial assets and liabilities are generally included on their balance sheets. Their operating
statements present sources and uses of available spendable financial resources during a given period.
These funds use fund balance as their measure of available spendable financial resources at the end of
the period.

b) The proprictary fund utilizes an “economic resources” measurement focus. The accounting
objectives of this measurement focus are the determination of operating income, changes in net assets
(or cost recovery), financial position, and cash flows. All assets and liabilities (whether current or
noncurrent) associated with their activities are reported. Proprietary fund equity is classified as net
assets.

¢) Agency funds are not involved in the measurement of results of operations; therefore, measurement
focus is not applicable to them.

Basis of accounting

In the government-wide Statement of Net Assets and Statement of Activities, both governmental and
business-like activities are presented using the accrual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when earned and expenses are recorded when the liability is incurred or
economic asset used. Revenues, expenses, gains, losses, assets, and liabilities resulting from exchange and
exchange-like transactions are recognized when the exchange takes place.

In the fund financial statements, governmental funds and agency funds are presented on the modified accrual
basis of accounting. Under this modified accrual basis of accounting, revenues are recognized when
“measurable and available”. Measurable means knowing or being able to reasonably estimate the amount.
Available means collectible within the current period or within sixty days after year-end. Expenditures
(including capital outlay) are recorded when the related fund liability is incurred, except for general obligation
bond principal and interest which are reported when due.

All proprietary funds utilize the accrual basis of accounting. Under the accrual basis of accounting, revenues
are recognized when earned and expenses are recorded when the liability is incurred or economic asset used.

Property taxes, cigarette taxes, gas taxes, franchise fees, and sales tax associated with the current fiscal period
are all considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. The government-wide full accrual basis property taxes receivable recognizes net of estimated refunds
and uncollectible amounts, in the period for which the taxes are levied, even if they are not available.
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Notes to the Financial Statements
June 30,2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property taxes are levied and collected by the Otero County treasurer on behalf of the Village. The taxes are
levied in November and payable in two installments, November 10th and April 10th. The county remits to the
Village a percentage of the collections made during the month. Taxes are considered delinquent and subject to
lien, penalty and interest, 30 days after the date on which they are due.

E. Budgetary control

Budgetary control is at the line item level. The Village follows the following procedures in establishing the
budgetary data reflected in the financial statements:

1. Prior to June 1, the Village Clerk-Treasurer submits to the Village Council a proposed operating budget
for the fiscal year commencing the following July. The operating budget includes proposed expenditures
and the means of financing them. Public hearings are conducted at the Village Hall to obtain the
taxpayer’s input. Prior to July 1 of each year, the budget is legally enacted through an ordinance.

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

3. Budgeted amounts are as originally adopted or as amended by the Village Council and New Mexico State
Department of Finance, Division of Local Governments. Individual amendments were not material in
relation to the original appropriations, which were adopted.

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

5. Encumbrances are not reported in the budgets or financial statements.

6. Budgets for the General and Special Revenue Funds are adopted on a basis not consistent with generally
accepted accounting principles. Throughout the year, the accounting records are kept on a non-GAAP
cash basis. Accordingly, revenues and the related assets are recorded when received and expenditures are
recorded when paid. The budgetary comparisons are presented on non-GAAP budgetary basis and actual
(cash basis).

F. Cash and cash equivalents

For the purpose of the Statement of Net Assets, “cash, including time deposits” includes all demand accounts
and certificates of deposits of the Village. For the purpose of the proprietary fund Statement of Cash Flows,
“cash and cash equivalents” include demand accounts only.

G. Accounts receivable

Accounts receivable balances in the enterprise funds represent amounts due for water, sewer, and solid waste
services and receivables in the governmental funds represent amounts due for sales tax, property taxes,

franchise fees, etc. collected and due to the Village. Bad debt is reserved for in the financial statements when
deemed necessary by management.

-32-



STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Notes to the Financial Statements
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
H. Capital assets

The accounting treatment over property, plant, and equipment (capital assets) depends on whether the assets
are used in governmental fund operations or proprietary fund operations and whether they are reported in the
government-wide or fund financial statements.

Government-wide statements

In the government-wide financial statements, fixed assets are accounted for as capital assets. The Village
defines capital assets as assets with an initial, individual cost of $5,000 or more and an estimated useful life in
excess of one year. All capital assets are valued at historical cost or estimated historical cost if actual is
unavailable, except for donated capital assets, which are recorded at their estimated fair value at the date of
donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets’ lives are not capitalized. The Village has not retroactively capitalized its governmental funds’
infrastructure and has no plans to capitalize infrastructure in subsequent years.

Depreciation of all exhaustible capital assets is recorded as an allocated expense in the Statement of
Activities, with accumulated depreciation reflected in the Statement of Net Assets. Depreciation is provided
over the assets’ estimated useful lives using the straight-line method of depreciation. The range of estimated
useful lives by type of asset is as follows:

Government Activities:

Infrastructure 20 years
Equipment (including software) 5-10 years
Buildings and improvements 30-50 years

Business-Type Activities:
Equipment ' 15-10 years
Buildings and improvements 30-50 years

Fund financial statements

In the fund financial statements, capital assets used in governmental fund operations are accounted for as
capital outlay expenditures of the governmental fund upon acquisition. Capital assets used in proprietary fund
operations are accounted for the same as in the government-wide statements.

I. Compensated absences

The Village’s policies regarding vacation time permit employees to accumulate earned but unused vacation
leave. The liability for these compensated absences is recorded as long-term debt in the government-wide
statements. The current portion of this debt is estimated based on historical trends. In the fund financial
statements, governmental funds report only the compensated absence liability payable from expendable
available financial resources, while the proprietary funds report the liability as it is incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
J. Equity classifications

Government-wide statements

Equity is classified as net assets in three components:

a) 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 notes, or other
borrowings that are attributable to the acquisition, construction, or improvement of those assets.

b) 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 regulations of other governments; or (2)
law through constitutional provisions or enabling legislation.

¢) Unrestricted net assets — All other net assets that do not meet the definition of “restricted” or
“invested in capital assets, net of related debt.”

When an expense is incurred for purposes for which both restricted and unrestricted net assets are available,
the Village first uses restricted resources then unrestricted resources.

Fund statements

Governmental fund equity is classified as fund balance. Fund balance is further classified as reserved and
unreserved, with unreserved further split between designated and undesignated. Designated funds are for
subsequent year expenditures. Proprietary fund equity is classified the same as in the governmental-wide
statements.

K. Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles require
management to make estimates and assumptions that affect certain reported amounts of assets, liabilities and
disclosures at the date of the financial statements and the reported amounts of revenues, expenditures, and
expenses during the reporting period. Actual results could differ from those estimates.

L. Long-term debt

The accounting treatment of long-term debt depends on whether the assets are used in governmental fund
operations or proprietary fund operations and whether they are reported in the government-wide or fund
financial statements. :

All long-term debt to be repaid from governmental and business-type resources is reported as liabilities in the
government-wide statements. The long-term debt consists of compensated absences and notes payable.

Long-term debt for governmental funds is not reported as liabilities in the fund financial statements. The debt
proceeds are reported as other financing sources and payment of principal and interest are reported as
expenditures. The accounting for proprietary funds is the same in the fund financial statements as it is in the
government-wide statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

M. Interfund receivables and payables

During the course of operations, transactions occur between individual funds that may result in amounts owed
between funds. Those related to goods and services type transactions are classified as “due to and due from
other funds.” Short-term interfund loans are reported as “interfund receivables and payables.” Interfund
receivables and payables between funds within governmental activities are eliminated in the Statement of Net
Assets. There were no amounts due to or due from funds during the year ended June 30, 2008.

. CASH AND CASH EQUIVALENTS

The collateral pledged is listed on Page 60 of this report. The types of collateral allowed are limited to direct
obligations of the United States Government and all bonds issued by any agency, district or political
subdivision of the State of New Mexico.

According to the Federal Deposit Insurance Authority, public unit deposits are funds owned by the Village.
Time deposits, savings deposits and interest bearing Now accounts of a public unit in an institution in the
same state will be insured up to $100,000 in aggregate and separate from the $100,000 coverage for public
unit demand deposits at the same institution.

Custodial Credit Risk — Deposits Custodial credit risk is the risk that in the event of a bank failure, the
Village’s deposits may not be returned to it. The Village of Cloudcroft does not have a deposit policy for
custodial credit risk. As of June 30, 2008, $198,984 of the Village’s bank balance of $1,547,852 was exposed
to custodial credit risk. The entire balance is collateralized by securities held in the Village’s name.

First NM

National Western Bank of Finance

- Bank Bank Albuquerque  Authority Total
Total amount in bank $1,228,651 $309,735 $ 5,436 $ 4,030 $1,547,852
Less: FDIC insurance (150,000) (125,080) (5,436) (4,030) (284,546)
Total uninsured public funds 1,078,651 184,655 - - 1,263,306
50% collateral requirement 539,325 92,327 - - 631,652
Pledged collateral held by the
pledging financial institution 945,239 119,083 - - 1,064,322
Uninsured and uncollateralized $ 133,412 $ 65,572 $ - $ - $ 198984
Uninsured and uncollateralized $ 198,984

Uninsured and collateral held by pledging bank’s trust department

not in the District’s name -
'S 198984
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III. CAPITAL ASSETS

Governmental activities:
Capital Assets, not being
depreciated:
Land
Construction in process
Capital Assets, being
depreciated:
Land improvements
Buildings and improvements
Equipment
Infrastructure
Total at historical cost

Less accumulated depreciation:
Land improvements
Buildings and improvements
Equipment
Infrastructure

Total accumulated depreciation

Governmental capital assets, net

Business-type activities:
Capital Assets, not being
depreciated:
Land
Capital Assets, being
depreciated:
Buildings and improvements
Equipment
Infrastructure
Total at historical cost

Less accumulated depreciation:
Buildings and improvements
Equipment
Infrastructure

Total accumulated depreciation

STATE OF NEW MEXICO

VILLAGE OF CLOUDCROFT
Notes to the Financial Statements
June 30, 2008
Capital assets as of and for the year ended June 30, 2008, were as follows:
Restated
Balance at Balance at Balance at
06/30/07 Restatement 06/30/07 Additions Disposals 06/30/08
$ 3,924,068 $ 62,661 $ 3,986,729 $ - $ - $ 3,986,729
385,178 - 385,178 - - 385,178
70,729 - 70,729 - 70,729
2,106,969 - 2,106,969 6,500 - 2,113,469
2,133,285 37,753 2,171,038 54,671 (138,050) 2,087,659
4,451,048 8,068 4,459,116 - - 4,459,116
13,071,277 108,482 13,179,759 61,171 (138,050) 13,102,880
(54,332) - (54,332) - - (54,332)
(1,421,081) 493,845 (927,236) (53,364) - (980,600)
(1,289,320) (77,812) (1,367,132) (104,627) - (1,471,759)
(2,764,733) ' 416,033 (2,348,700) (157,991) - (2,506,691)
$ 10,306,544 $ 524,515 $ 10,831,059 $ (96,820) § (138,050) § 10,596,189
Restated
Balance at Balance at Balance at
06/30/07 Restatement 06/30/07 Additions Disposals 06/30/08

$ 100,000 $ - 3 100,000 $ - 3 - 3 100,000
9,900 - 9,900 - - 9,900
3,226,825 - 3,226,825 - - 3,226,825
- 6,273,114 6,273,114 - - 6,273,114
3,336,725 6,273,114 9,609,839 - - 9,609,839
(5,000) - (5,000) - - (5,000)
(1,774,086) - (1,774,086) - - (1,774,086)
- (2,876,130) (2,876,130) (183,510) - (3,059,640)
(1,779,086)  (2,876,130) (4,655,216) (183,510) - (4,838,726)
$ 1,557,639 $ 3,396,984 $ 4,954,623 $ (183,510) § - $§ 4,771,113

Governmental capital assets, net

Depreciation expense charged to the governmental and business-type activities was $157,991 and $183,510

respectively.
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IV. LONG TERM DEBT

The Village’s long-term debt is segregated between the amount to be repaid from governmental activities and
amounts to be repaid from business-type activities. The general fund has typically been used in prior years to
liquidate compensated absences.

Governmental activities:
Loans Payable:
$150,000 New Mexico Finance Authority loan due in annual
principal installments and semi-annual interest installments
through installments through May 1, 2011, interest rates vary
from 1.89% to 4.16% $ 60,107

Accrued compensated absences:
Current portion -
Non-current portion 10,035

Total governmental activities debt § 70,142

Business-type activities:
Bonds Payable:
$310,000 Joint Water and Sewer Revenue Bonds due in annual
Installments of $9,000 to $17,000 plus interest through January

1, 2011, interest at 5.000% $ 49,000
Loans Payable:
$30,500 New Mexico State Board of Finance Emergency Loan
due June 30, 2009, at 0% 7,625

$166,658 WSC Community Development Loan due in annual
installments of $23,742 including interest through February 45,428
6, 2010, interest at 3.000%

Accrued compensated absences:
Current portion 7,038

Non-current portion -

Total business-type activities debt $ 109,091

-37-



STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Notes to the Financial Statements
June 30, 2008

IV. LONG TERM DEBT (Continued)

Long-term debt activity for the year ended June 30, 2008, was as follows:

Amounts
Due
Within
Balance Balance One
06/30/07 Additions Reductions 06/30/08 Year
Governmental
Activities:
Loans Payable $ 79,049 - 18,942 60,107 19,437
Compensated
Absences 9,689 17,009 16,663 10,035 -
$ 88,738 17,009 35,605 70,142 19,437
Business-type
Activities:
Loans Payable $ 82,405 - 29,352 53,053 30,004
Bonds Payable 64,000 - 15,000 49,000 16,000
Compensated
Absences 7,541 9,255 9,758 7,038 7,038
$ 153,946 9,255 54,110 109,091 53,042

Debt service requirements at June 30, 2008 were as follows:

Governmental Activities

Year Ended
June 30 Principal Interest
2009 $ 19,437 $ 1,939
2010 20,010 1,367
2011 20,660 719
2012 - -
2013 - -

Business-Type Activities
Water and Sewer Fund

Year Ended
June 30 Principal Interest
2009 $ 46,004 $ 3,813
2010 39,050 2,342
2011 17,000 850
2012 - -
2013 - -

V. PERA RETIREMENT PLAN

Substantially all of the Village of Cloudcroft’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 Employees 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
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V. PERA RETIREMENT PLAN (Continued)

VL

benefits and cost-of-living adjustments to plan members and beneficiaries. PERA issues a separate, publicly
available financial report that includes financial statements and required supplementary information. That
report may be obtained by writing to PERA, P.O. Box 2123, Santa Fe, NM 87504-2123.

Funding Policy

Plan members are required to contribute 9.15% of their gross salary, and law enforcement members are
required to contribute 7% of their gross salary. The Village is required to contribute 10% for law enforcement
employees and 9.15% for all other employees. The contribution requirements of plan members and the
Village are established under Chapter 10, Article 11 NMSA 1978. The requirements may be amended by acts
of the legislature. The Village’s contributions to PERA for the years ending June 30, 2008, 2007, and 2006
were $52,770, $48,127, and $38,726, respectively, equal to the amount of the required contributions for each
year.

RETIREE HEALTH CARE ACT CONTRIBUTION

The Retiree Health Care Act (Chapter 10, Article 7C, NMSA 1978) provides comprehensive core group
health insurance for persons who have retired from certain public service in New Mexico. The Retiree Health
Care Authority is the administrator of the plan. The purpose is to provide eligible retirees, their spouses,
dependents and surviving spouses with health insurance consisting of a plan, or optional plans, of benefits that
can be purchased by funds flowing into the Retiree Health Care Fund and by co-payments or the out-of-
pocket payments of eligible retirees. Monies flow to the Retiree Health Care Fund on a pay-as-you-go basis
from eligible employers and eligible retirees.

Eligible employers are institutions of higher education, school districts, or other entities participating in the
Public School Insurance Authority, state agencies, state courts, magistrate courts, municipalities or counties,
which are affiliated under or covered by the Educational Retirement Act, Public Employees Retirement
Association (PERA), Volunteer Firefighters Retirement Act, Judicial Retirement Act or the Magistrate
Retirement Act. Eligible retirees are: (1) retirees who make contributions to the fund for at least five years
prior to retirement and whose eligible employer during that period of time made contributions as a participant
in the Retiree Health Care Act on the person’s behalf, unless that person retires on or before July 1, 1995, in
which event the time period for contribution becomes the time between July 1, 1990 and the date of
retirement; or (2) retirees defined by the Act who retired prior to July 1, 1990; and former legislators who
served at least two years. Each participating employer makes contributions to the fund in the amount of 1.3%
of each participating employee’s annual salary. Each participating employee contributes to the fund a
contribution equal to .65% of the employee’s salary. Each participating retiree pays a monthly premium for
the medical plus basic life plan and an additional participation fee of five dollars ($5.00) if the eligible
participant retired prior to July 1, 1990 or is a former legislator. Participants may also enroll in optional plans
of coverage.

Contributions from participating employers and participating employees become the property of the Retiree
Health Care Fund and are not refundable under any circumstances, including termination of employment or
termination of the participating employer’s operation or participation in the Retiree Health Care Act. The
employer, employee and retiree contributions are required to be remitted to the Retiree Health Care Authority
on a monthly basis.

As of June 30, 2008 the Village of Cloudcroft as authorized under Section 9D. of Chapter 6, Laws of 1990,
has elected not to participate in the program.
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VII. RISK MANAGEMENT AND LITIGATION

The Village is exposed to various risks of losses related to torts; theft of, damage to and destruction of asset;
errors and omissions; injuries to employees; and natural disasters. The Village has obtained insurance though
a commercial carrier to insure against potential losses and claims. The premiums are based on the payroll and
other expenditures, and are not directly related to claims filed. The policies are retrospectively rated and
premiums may be adjusted after year end, based on the ultimate level of expenditures.

VIII. DEFERRED COMPENSATION

IX.

The State of New Mexico offers state, local government and school district employees a deferred
compensation plan created in accordance with Internal Revenue Code Section 457. The plan available to all
State employees and those local government and school district employees whose employers have elected
participation in the plan permits participants to defer a portion of their salary until future years. The deferred
compensation is not available to employees until termination, retirement, death, or unforeseeable emergency.

As of June 30, 2008 Village employees contributed $1,949 to the Deferred Compensation Plan.
JOINT POWERS AGREEMENTS

The Village is party to a joint powers agreement with the County of Otero, New Mexico, which is material in
nature. The Village has entered into the agreement July 1, 2004 with Otero County whereby various services
provided by the Village are subsidized by Otero County. Otero County provides funds to support the Library
in the amount of $4,500, Health Services in the amount of $36,400. The agreements are renewed annually
based on the funding restrictions of the County of Otero and have no beginning or ending dates.

The Village is a participant in a joint powers agreement establishing the Otero/Lincoln County Regional
Landfill. The agreement was formed in April 1991. The purpose of the intergovernmental cooperative
agreement is to acquire, construct and operate a comprehensive solid waste collection, transportation and
disposal system for the citizens of Otero and Lincoln County. There is no expiration date. Fiscal and audit
responsibility lies with the City of Alamogordo and is not considered a component unit of the Village.

ACCOUNTING STANDARDS

In August 2005, the Governmental Accounting Standards Board (GASB) issued GASB Statement No. 43,
Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans, which is effective for
financial statements for periods beginning after June 30, 2007. The statement establishes uniform financial
reporting standards for OPEB plans and supersedes the interim guidance included in Statement No. 26,
Financial Reporting for Postemployment Healthcare Plans Administered by Defined Benefit Pension Plans.
The approach followed in this Statement generally is consistent with the approach adopted in Statement No.
25, Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined Contribution
Plans, with modifications to reflect differences between pension plans and OPEB plans. The District believes
it will have no significant effect on the financial statements for the upcoming year.

In August 2005, the Governmental Accounting Standards Board (GASB) issued Statement No. 45,
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions.
GASB Statement No. 45 is effective for financial statements for the periods beginning after June 30, 2007.
This statement establishes standards for the measurement, recognition, and display of OPEB,
expense/expenditures and related liabilities (assets), note disclosures, and if applicable, required
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X. ACCOUNTING STANDARDS (Continued)

supplementary information (RSI) in the financial repots of state and local governmental employers. The
District believes it will have no significant effect on the financial statements for the upcoming year.

In September 2006, the Governmental Accounting Standards Board (GASB) issued Statement No. 48, Sales
and Pledges of Receivables and Future Revenues and Intra-entity Transfers of Assets and Future Revenues.
This statement is effective for financial statements for the periods beginning after December 15, 2006. This
statement establishes the criteria that governments will use to determine whether the proceeds received from
the sale or pledge of receivables and future revenue should be reported as revenue or as a liability. The
transaction will be treated as collateralized borrowing unless the criteria indicating a sale has taken place are
met. The statements stipulates that governments should not revalue assets that are transferred between
financial reporting entity components. The District is analyzing the effect that this standard will have on its
financial statements, and currently believes it will have no significant effect on the financial statements for the
upcoming year.

In December 2006, the Governmental Accounting Standards Board (GASB) issued Statement No. 49,
Pollution Remedial Obligations. This statement is effective for financial statements for the periods beginning
after December 15, 2007. This statement establishes accounting standards for the recognition and reporting
of liabilities related to environmental clean-up efforts. The District believes it will have no significant effect
on the financial statements for the upcoming year.

XI. INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

Interfund transfers reflect permanent transfers of cash between funds and they do occur on a routine basis. The
purpose of transfers are to cover cash shortages. The composition of interfund transfers during the year ending
June 30, 2008 is as follows:

Transfers In ‘ Transfers Out - Amount
Lodger's Promotional Fund Lodger's Tax Fund $ 90,000
Waste Water Improvements Infrastructure 1,953
Street Drainage Project Infrastructure 68
Revenue Bond Fund Water/Sewer Fund 18,200
WSC 85 09 Loan Fund Water/Sewer Fund 23,872
Water Emergency Loan Water/Sewer Fund 7,625
Water/Sewer Fund Sanitation Fund 80,000

The Village did not have any interfund receivables/payables at the end of the year.
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XII. LEASE REVENUE

The winter and ski area (Snow Canyon) owned by the Village is leased to an independent operator.
The terms of the lease are as follows:

Lease Term: July 21, 1998 to December 31, 2008
Lease payment beginning March 31, 1999 as follows

Years 1 through 6: $21,000 plus 1% of revenue generated by the property from all
sources

Years 7 through 10: $21,000 plus 2% of revenue generated by the property from all
sources

The $21,000 fixed portion of the rent is due in one annual installment. The percentage lease
payments are received monthly.

XIII. PRIOR PERIOD RESTATEMENT AND ADJUSTMENTS

In the prior year the Village's assets and accumulated depreciation were misstated. Governmental
activities assets and accumulated depreciation were misstated by $524,515 and business-type
activities assets and accumulated depreciation were misstated by $3,396,984. In total the Village's
assets and accumulated depreciation were misstated by $3,921,499, therefore beginning net assets
were restated to correct this error.

XIV. MEMORANDUM OF UNDERSTANDING

The Village entered into a memorandum of understanding with the Sacramento Mountains Historical Museum
and Pioneer Village regarding the plan to design and reconstruct the Mountain Park Depot and Post Office and
the plan to design, construct, relocate and renovate a building as a one-room school exhibit.

Participants Village of Cloudcroft and the Sacramento Mountains
Historical Museum and Pioneer Village

Party Responsible for Operations Village of Cloudcroft

Description To plan, design and reconstruct the Mountain Park

Depot and Post Office Facility and to plan, design,
construct, relocate and renovate a building as a one-
room school exhibit in Cloudcroft in Otero County.

Beginning and Ending Dates 06/30/08 - 06/30/12 or completed

Total Estimated Cost N/A

Amount Contributed in the Current Year None

Audit Responsibility Village of Cloudcroft

Fiscal agent ; Village of Cloudcroft

Agency where the entity reports Department of Finance and Administration
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Special revenue funds:

Local government corrections

Accounts for the operational and maintenance of the public holding cells and
corrections facilities. Finances are provided by an assessment on all traffic violations
within the city limits. (NMSA 35-14-11)

Federal disaster relief
Established for reimbursement from the Federal Emergency Management Assistance
for damage to Village infrastructure as a result of flooding rains in 2006.

Law enforcement protection

Accounts for the receipts and expenditures of a special state grant for the police
department. The fund is used to account for advanced law enforcement training, and
the purchase of law enforcement equipment and vehicles. (NMSA 29-13-4)

Recreation

Fund accounts for the operation and maintenance of recreational facilities in the
Village. Financing is provided by a specific annual cigarette tax levy. (NMSA 7-12-
15) ,

Fire department

Accounts for all other monies (i.e. State Forestry reimbursements) other than those
received from the State Fire Marshall and is used for the maintenance & repairs to
fire fighting equipment and for firefighting training. (City Ordinance)

Capital Project Funds:

Capital projects streets

Fund is used for the repair, maintenance, and construction of municipal streets and
the purchase of road maintenance equipment. (NMSA 7-1-6.26 & 27)

Debt Service Funds:

Debt service

Fund is used to account for the principal and interest payments on the Water and
Sewer Improvement Project loan and the Motor Grader Loan. (City Ordinance)
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Local Law
Government Federal Enforcement
Corrections Disaster Relief Protection

ASSETS
Cash and cash equivalents $ 5,619 $ 6,587 $ -
Accounts receivable - - -

Total assets $ 5,619 $ 6,587 $ -

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ - 3 - $ 2,311

Total liabilities - - 2,311

Fund balances:
Unreserved, reported in
Local government corrections fund 5,619 - -
Federal disaster relief - 6,587 -
Law enforcement protection fund - - (2,311)
Recreation fund - - -
Fire department fund - - -
Capital projects streets - - -
Debt service fund - - -

Total fund balances 5,619 6,587 (2,311)

Total liabilities and fund balances $ 5619 $ 6,587 $ -

The accompanying notes are an integral part of these financial statements.
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Total Non-

Major
Recreation Fire Capital Governmental
Fund Department  Projects Streets  Debt Service Funds
$ 38,134  § 9,132 § 75,800 § 5,286 $ 140,558
83 - 1,529 - 1,612
$ 38,217 § 9,132 § 77,329 $ 5286 $ 142,170
$ 286 § - $ - $ - § 2,597
286 - - - 2,597
- - - - 5,619
- - - - 6,587
- - ; - - (2,311)
37,931 - - - 37,931
- 9,132 - - 9,132
- - 77,329 - 77,329
- - - 5,286 5,286
37,931 9,132 77,329 5,286 139,573
$ 38217 § 9,132 § 77,329 $ 5286 $ 142,170
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Combining Statement of Revenues, Expenditures and Changes in Fund Balances

REVENUES
Taxes
Intergovernmental
Charges for sales and services
Fines and forfeits
Rents
Interest income
Miscellaneous
Total revenues

EXPENDITURES
Current:
Public safety
Culture and recreation
Public works
Capital outlay
Debt Service:
Principal
Interest
Total expenditures

OTHER FINANCING SOURCES

Transfers in (out), net

Excess (deficiency) of revenues
over expenditures

Fund balances - beginning of the year

Fund balances - end of the year

The accompanying notes are an integral part of these financial statements.

Non-Major Governmental Funds
For the Year Ended June 30, 2008

Local Law
Government Federal Enforcement
Corrections Disaster Relief Protection

$ - % -8 -
- - 21,800
1,500 - -
126 88 230
1,626 88 22,030
5,000 - 24,341
5,000 - 24,341
3,374) 88 (2,311)
8,993 6,499 -
$ 5,619 $ 6,587 $ (2,311
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Total Non-

Major

Recreation Fire Capital Projects Governmental
Fund Department Streets Debt Service Funds

$ 1,111 - 8 18,516 $ 21,384  $ 41,011

31,906 - - - 53,706

- - - - 1,500

1,250 - - - 1,250

146 115 892 766 2,363

1,821 2,341 - - 4,162

36,234 2,456 19,408 22,150 103,992

- 1,255 - - 30,596

7,096 - - - 7,096

- - 6,006 - 6,006

- - 68 - 68

- - - 41,567 41,567

- . - 5,633 5,633

7,096 1,255 6,074 47,200 90,966

- - 68 25,825 25,893

- - 68 25,825 25,893

29,138 1,201 13,402 775 38,919

8,793 7,931 63,927 4,511 100,654

$ 37,931 9,132 § 77,329 § 5286 $ 139,573
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Budget (Non-GAAP Basis) and Actual
Local Government Corrections
For the Year Ended June 30, 2008

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Fines and forfeitures $ 2,000 $ 2,000 $ 1,500 $ (500)
Interest income 250 250 126 (124)
2,250 2,250 1,626 (624)
EXPENDITURES
Public safety 5,000 5,000 5,000 -
Capital outlay 5,000 5,000 - 5,000
10,000 10,000 5,000 5,000
Excess (deficiency) of revenues
over expenditures (7,750) (7,750) $ (3,374) $ 4,376
Prior year cash balance 8,993 8,993
End of the year cash balance $ 1,243  $ 1,243 “

The accompanying notes are an integral part of these financial statements.
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Statement of Revenues, Expenditures and Changes in Fund Balance
Budget (Non-GAAP Basis) and Actual
Federal Disaster Relief
For the Year Ended June 30, 2008

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Intergovernmental $ 175000 $ 175,000 $ - $  (175,000)
Interest income - - 88 88
175,000 175,000 88 (174,912)
EXPENDITURES
Public safety 175,000 175,000 - 175,000
175,000 175,000 - 175,000
Excess (deficiency) of revenues
over expenditures - - $ 88 $ 88
Prior year cash balance 6,499 6,499
End of the year cash balance $ 6499 $ 6,499

The accompanying notes are an integral part of these financial statements.
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Statement of Revenues, Expenditures and Changes in Fund Balance
Budget (Non-GAAP Basis) and Actual
Law Enforcement Protection
For the Year Ended June 30, 2008

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Intergovernmental $ 21,800 $ 21,800 $ 21,800 $ -
Interest income 250 250 230 (20)
22,050 22,050 22,030 (20)
EXPENDITURES
Public safety 22,050 22,050 22,030 20
Capital outlay - - - -
22,050 22,050 22,030 20
Excess (deficiency) of revenues
over expenditures - - - $ -
Prior year cash balance - -
End of the year cash balance $ - 3 -
RECONCILIATION TO GAAP
Prior year accounts payable -
Accounts payable (2,311)
Excess (deficiency) of revenues
over expenditures $ (2,311)

The accompanying notes are an integral part of these financial statements.
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Statement of Revenues, Expenditures and Changes in Fund Balance
Budget (Non-GAAP Basis) and Actual

For the Year Ended June 30, 2008

Recreation

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES -
Taxes $ 1,000 $ 1,000 $ 1,244 244
Intergovernmental 39,500 39,500 31,906 (7,594)
Rent 22,500 22,500 1,250 (21,250)
Interest income 200 200 146 (54)
Miscellaneous 2,000 2,000 1,821 (179)
65,200 65,200 36,367 (28,833)
EXPENDITURES
Culture and recreation 73,938 73,938 6,996 66,942
73,938 73,938 6,996 66,942
Other Financing Sources
Transfers in (out), net - - - -
Excess (deficiency) of revenues
over expenditures (8,738) (8,738) 29,371 38,109
Prior year cash balance 8,763 8,763
End of the year cash balance $ 25 $ 25
RECONCILIATION TO GAAP
Prior year accounts receivable (216)
Accounts receivable 83
Prior year accounts payable 186
Accounts payable (286)
Excess (deficiency) of revenues
over expenditures $ 29,138

The accompanying notes are an integral part of these financial statements.

-53-



STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Statement of Revenues, Expenditures and Changes in Fund Balance
Budget (Non-GAAP Basis) and Actual
Fire Department
For the Year Ended June 30, 2008

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Intergovernmental $ 5472  $ 5472 $ - 3 (5,472)
Interest income 50 50 114 64
Donations - - 2,341 2341
5,522 5,522 2,455 (3,067)
EXPENDITURES
Public safety 5,522 5,522 1,254 4,268
5,522 5,522 1,254 4,268
Excess (deficiency) of revenues
over expenditures - - 3 1,201 $ 1,201
Prior year cash balance 7,931 7,931
End of the year cash balance $ 7931 $ 7,931

The accompanying notes are an integral part of these financial statements.
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Statement of Revenues, Expenditures and Changes in Fund Balance

REVENUES
Taxes
Intergovernmental
Interest income

EXPENDITURES
Public works
Capital outlay

Other Financing Sources
Transfers in (out), net

Excess (deficiency) of revenues
over expenditures

Prior year cash balance

End of the year cash balance

STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT

Budget (Non-GAAP Basis) and Actual
Capital Projects Streets
For the Year Ended June 30, 2008

RECONCILIATION TO GAAP

Prior year accounts receivable

Accounts receivable

Excess (deficiency) of revenues
over expenditures

The accompanying notes are an integral part of these financial statements.

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
$ 23,100 $ 23,100 $ 19.824 § (3,276)
396,400 396,400 - (396,400)
500 500 892 392
420,000 420,000 20,716 (399,284)
134,000 134,000 6,006 127,994
346,000 346,000 - 346,000
480,000 480,000 6,006 473,994
- 68 68 -
- 68 68 -
(60,000) (59,932) 14,710 $ 74,710
61,090 61,090
$ 1,000 § 1,158
(2,836)
1,528
$ 13,402
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Statement of Revenues, Expenditures and Changes in Fund Balance
Budget (Non-GAAP Basis) and Actual
Debt Service Fund
For the Year Ended June 30, 2008

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Taxes $ 21,384  §$ 21,384 § 21384  $ -
Interest income 491 491 766 275
21,875 21,875 22,150 275
EXPENDITURES
Debt service:
Principal 41,567 41,567 41,567 -
Interest 6,133 6,133 5,633 500
47,700 47,700 47,200 500
Other Financing Sources
Transfers in (out), net 25,825 25,825 25,825 -
25,825 25,825 25,825 -
Excess (deficiency) of revenues
over expenditures - - 3 775 § 775
Prior year cash balance 4,511 4,511
End of the year cash balance $ 4,511 $ 4,511

The accompanying notes are an integral part of these financial statements.
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Statement of Revenues, Expenditures and Changes in Fund Balance
Budget (Non-GAAP Basis) and Actual

Water and Sewer Fund
For the Year Ended June 30, 2008

Actual Variance with
Amounts Final Budget
Budgeted Amounts (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Charges for sales and services $ 750950 $ 750,950 $ 769901 $ 18,951
Intergovernmental 1,540,057 1,540,057 733,923 (806,134)
Taxes 52,700 52,700 39,944 (12,756)
Interest 2,790 2,790 3,044 254
Miscellaneous 20,400 20,400 3,898 (16,502)
2,366,897 2,366,897 1,550,710 (816,187)
EXPENDITURES
Personal services 227,401 260,441 259,356 1,085
Operation and maintenance 2,286,591 2,253,551 1,289,818 963,733
Debt:
Principal 21,727 21,727 21,727 -
Interest 2,015 2,015 2,015 -
2,537,734 2,537,734 1,572,916 964,818
Other Financing Sources
Transfers in (out), net (25,825) (23,872) (23,872) -
(25,825) (23,872) (23,872) -
Excess (deficiency) of revenues
over expenditures (196,662) (194,709) (46,078) $ 148,631
Prior year cash balance 371,003 143,591
End of the year cash balance $ 174341 § (51,118)
RECONCILIATION TO GAAP
Depreciation (183,510)
Change in accounts receivable (1,770)
Change in accounts payable 18,561
Change in other liabilities (3,971)
Change in accrued payroll (1,164)
Change in accrued interest 585
Change in compensated absences 504
Change in debt 44,352
Excess (deficiency) of revenues
over expenditures $ (172,491)

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT

Schedule of Depository Collateral
For the Year Ended June 30, 2008

First National Western Bank of NM Finance
Bank Bank Albuquerque Authority Total
Total amount in bank $ 1,228,651 $ 309,735 5436 $ 4,030 $ 1,547,852
Less: FDIC insurance (150,000) (125,080) (5,436) (4,030) (284,546)
Total uninsured public funds 1,078,651 184,655 - - 1,263,306
50% collateral requirement 539,326 92,328 - - 631,653
Pledged security 945,239 119,083 - - 1,064,322
Over (under) collateralized $ 405914 §$ 26,755 - 3 - $ 432,669
First National Bank
CUSIP Maturity
Type Security Number Number Date FMV
Bond FHLMC Pool B14860 312967M2H2 05/01/14 $ 392,532
Bond GNMA 11 Pool 631831 36291L4Q5 06/20/24 472,864
Bond FNMA Pool 653807 31390RKU6 10/01/32 79,843
3945239
Western Bank
CUSIP Maturity
Type Security Number Number Date FMV
Bond Socorro Schools 83368PAP1 08/01/04 $ 25,031
Bond GNMA 8117 36202KAS4 04/20/16 37,645
Bond FNMA 071189 31362UC24 01/01/18 56,407
S 119083

The above securities are held at the Federal Home Loan Bank in Dallas, Texas.
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First National Bank
Checking

Checking

Checking

CD

Total First National Bank

Western Bank
Checking

CD

CD

CDh

CDh

CD

CDh

Total Western Bank

Bank of Albuquerque
Restricted Cash

NM Finance Authority
Restricted Cash

STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Schedule of Individual Deposit Accounts and Investments
For the Year Ended June 30,2008

Type of Bank Reconciled
Account Balance Balance
Checking $ 692,156 646,441
Checking 478,434 478,434
Checking 8,061 124
CD 50,000 50,000

$ 1,228,651 1,174,999

Checking $ 25,080 25,080
CD 78,837 78,837
CD 7,520 7,520
CD 57,672 57,672
CD 71,472 71,472
CD 14,143 14,143
CD ' 55,011 55,011
$ 309,735 309,735

Restricted Cash $ 5,436 5,436
Restricted Cash $ 4,030 4,030
Total Cash $ 1,547,852 1,494,200
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VILLAGE OF CLOUDCROFT
Schedule of Changes in Assets and Liabilities - Agency Fund
Fiduciary Funds
For the Year Ended June 30, 2008

Balance Balance
June 30, 2007 Additions Deductions June 30, 2008
ASSETS
Cash $ 1,047 $ 283,015 $§ 283,055 § 1,007
$ 1,047 $ 283,015 $ 283,055 § 1,007
LIABILITIES
Due to other taxing units $ 1,047 $ 283,015 $§ 283,055 § 1,007
$ 1,047 $ 283,015 $§ 283,055 § 1,007
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MILLER & ASSOCIATES
CERTIFIED PUBLIC ACCOUNTANTS
A PROFESSIONAL CORPORATION

400 NORTH PENNSYLVANIA - SUITE 800
POST OFFICE BOX 2504
ROSWELL, NEW MEXICO 88202-2504

MEMBERS
RONALD L. MILLER, CPA/ABV, CVA AMERICAN INSTITUTE OF

RYAN L. MILLER, CPA CERTIFIED PUBLIC ACCOUNTANTS
LARI E. GALLAGHER, CPA

TELEPHONE 575-622-4667
FAX 575-622-5166
E-MAIL: rmiller@dfn.com

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

To the Honorable Mayor, Council,
The Village of Cloudcroft
and
Hector H. Balderas
New Mexico State Auditor

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the respective budgetary comparisons and the aggregate remaining fund information of the State of New
Mexico, Village of Cloudcroft (the “Village”) as of and for the year ended June 30, 2008, and have issued our
report thereon dated November 24, 2008. We have also audited the financial statements of each of the Village’s
nonmajor governmental funds and all the budgetary comparisons presented as other supplementary information in
the accompanying combining and individual fund financial statements as of and for the year ended June 30, 2008.
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. Because of the inadequacy of accounting records, we were unable to
form an opinion regarding the amounts at which capital assets and accumulated depreciation are recorded in the
government-wide financial statements and proprietary funds at June 30, 2008, or the amount of depreciation
expense for the year then ended.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Village’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 Village's internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Village's internal
control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial reporting
that might be significant deficiencies or material weaknesses. However, as discussed below, we identified certain
deficiencies in internal control over financial reporting that we consider to be significant deficiencies.

A control deficiency 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 misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
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entity's ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the entity's
financial statements that is more than inconsequential will not be prevented or detected by the entity's internal
control. We consider the deficiency described in the accompanying schedule of findings and responses to be
significant deficiencies in internal control over financial reporting as item 05-2.

A material weakness is a significant deficiency, or combination of significant deficiencies, that result in more than
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by
the Village's internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internal control that might be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. However, of the significant deficiencies described above, we consider
items 05-2 to be a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Village’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.

The Village's responses to the findings identified in our audit are described in the accompanying schedule of
findings and responses. We did not audit the Village's responses and, accordingly, we express no opinion on
them.

This report is intended solely for the information and use of management, Village of Cloudcroft, the State
Auditor, New Mexico State Legislature, the New Mexico Department of Finance and Administration, the
cognizant audit agency, and other federal audit agencies, and is not intended to be, and should not be used by
anyone other than these specified parties.

Sl & Uosoeentee, CoE P

Miller & Associates, C.P.A, P.C.
November 24, 2008
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STATE OF NEW MEXICO

VILLAGE OF CLOUDCROFT
Schedule of Findings and Responses
June 30, 2008
A. FINDINGS - FINANCIAL STATEMENT AUDIT
05-2
CAPITAL ASSETS
Condition

During our testwork of capital assets we noted the following:

Infrastructure was not depreciated.

Assets were not broken out between government activities and business type activities.

Assets $1,000 and above that were purchased prior to the 2005-2006 fiscal year were not properly
depreciated.

Assets purchased prior to the 2005-2006 that were below $1,000 were included in the inventory.

Asset listing change from year to year.

Criteria
The Village's internal controls and New Mexico Statutes require capital asset schedules of the Village to be
maintained in an accurate method.

Cause
The Village of Cloudcroft does not have a system that will accurately track capital asset additions and
deletions and calculate and account for depreciation and accumulated depreciation for all assets by category.

Effect
The capital asset listing and depreciation schedule of the Village of Cloudcroft may be over or under stated. In
addition, the Village may not be in compliance with the State Laws.

Recommendation

We recommend that Village of Cloudcroft implement procedures to ensure that all capital assets are
accounted for in the inventory listing. The Village should hire a 3" party to inventory all land, buildings,
improvements, and general capital assets. Further the inventory should include determining acquisition year,
estimated or actual historical cost, and calculating beginning accumulated depreciation.

Agency response
Agency is in the process of working with a third party consultant to resolve this problem.
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STATE OF NEW MEXICO
VILLAGE OF CLOUDCROFT
Schedule of Findings and Responses
June 30, 2008

B. FINDINGS - PRIOR YEAR AUDIT

Condition Current year status
2003-2 Accounts Receivable Transaction Registers Resolved and not Repeated
2005-2 Reconciliation of Capital Outlay to Capital Revised and Repeated

Asset Inventory Additions
C. EXIT CONFERENCE

The contents of this report were discussed at an exit conference held on November 24, 2008. The following
individuals were in attendance:

Village of Cloudcroft Officials Auditor

David C. Venable, Mayor Ron Miller, Shareholder
Michael Nivison, Village Administrator

Patricia Zendel, Clerk/Treasurer

D. FINANCIAL STATEMENT PREPARATION

The financial statements of the Village of Cloudcroft were prepared by Miller & Associates, CPA, P.C. from
the original books and records provided by management.
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