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A.]. PERKINS, CPA PC

Independent Auditor’s Report

To: Hector H. Balderas - NM State Auditor
Santa Fe. New MexIcO

To: The Mayor and Board of lrustees
Village of Encino, New Mexico

[ have audited the accompanying financial statements of the covernmental activities and
the business-type activities, each major fund, and the aggregalc remaining fund
nformation of the Village ol Encino, as of and for the year ended June 30, 2006, which
collectively comprise the Village’s basic Fnancial statements as listed in the table of
contents. 1 have also audited the financial statements of each ot the Village’s non-major
oovernmental funds presented as supplementary formation in the accompanying
combining and individual fund financial statements, as of and for the year ended June 30,
2006. as listed in the table of contents. These financial statements are the responsibility
of the Village of Encino's management. My responsibility 1s to Xpress opinions on
these financial statements based on this audit.

[ conducted my audit in accordance with auditing standards generally accepted 1n the
United States of America and the standards applicable to financial qudits contained 1n
GCovernment Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that I plan and perform the audit 10 obtain reasonable assurance
ahout whether the financial statements arc free of material misstatement. AD audit
ncludes examining, on a test basis, evidences supporting the amounts and disclosures in
he financial statements. An audit also ‘ncludes assessing the accounting principles used
and significant estimates made by management, as well as. evaluating the overall
e ancial statement presentation. 1 believe that this audit provides a reasonable basis for

my opinion.

In my opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the sovernmental activities and the business-
type activities, each major fund and the aggregate remaining fund information of the
Village of Encino, as of June 30, 2006, 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 ended in conformity with

accounting principles generally accepted in the United States of America. In addition, In

my opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of each non-major governmental fund of the Village of
Encino, as of June 30, 2006, and the respective changes 1n financial position where
applicable thereot and the respective budgetary comparisons for all non major funds for
the year then ended 1n conformity with accounting principles generally accepted in the
United States of America.

117 Mateo Circle North, Santa Fe, NM 87505; (505) 577-3030; aperkins@cnsp.com
) o
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In accordance with Government Auditing Standards, 1 have also issued my report dated
July 30, 2008 based my consideration of the Village of Encino’s internal control over
financial reporting and my tests of its compliances with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that report
s to describes the scope of my 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 or on financial reporting or on compliances. That report 1s an integral part of an

audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of my audit.

The Village has not presented the Management’s Discussion and Analysis that the
Governmental Accounting Standard’s Board (GASB) has determined is necessary to
supplement, although not required to be part of the basic financial statements.

My audit was performed for the purpose of forming opinions on the basic financial
statements and, the combining and individual fund financial statements. The
supplemental information has been subjected to the auditing procedures applied in the

~udit of the basic financial statements, and my opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as whole.

Santa Fe, New Mexico

Tuly 30, 2008
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VILLAGE OF ENCINO, NEW MEXICO

STATEMENT OF NET ASSETS
JUNE 30, 2006

ASSETS

Cash

Accrued Interest Receivable
Accounts Recervable (net)
Taxes Receivable (net)
[nternal Balances

Jotal Current Assets

Capital Assets:
Customer Deposits
L.and
Infrastructure
uthdings and Ilmprovements
Velacles
Equipment
Less: Accumulated Depreciation

Total Non-current Assets

Total Assets

EIABILITIES

gt Lrabilities!
Accounts Pavable

Accrued Liabilites Pavable

Pavroll Taxes Payable

Total Current Liabilities

Non-Current Linbilities
Compensated Absences Payable
Customer Deposits

Deferred Revenues

Due to Other Funds

Total Non-Current Liabilities
Total Liabilities

Net Assets

Invested in Capital Assets

[IABILITIES AND FUND BALANCES

Restricted for Customer Deposits

Unrestricted Net Assels

Total Net Assets

Total Liabilities and Net Assets

Governmental Business-Type
Activities Activities Total

b 71,449 S 2,198 T304
/1,443 2198 736410

8,985 ; 3,985

- 538,741 358, /<]

1,048,990 169,600 1,217,990

e 242 21,874 127,116

13,753 . 13713
(1,076,799) (113,466) 11,190,260}
100,130 616,149 716,280

5 171,973 $ 618,347 789 .97]
S 222 S : Rk
584 584

1,088 1088

1,310 584 1,894

1,638 % 1,638

1,638 3 1,638

2,948 24 3,032

100,130 S 616,149 716,280

63,496 1.614 SO0

168,626 617,763 786,390

$ 171,573 S 618,347 789 921

The accompanying notes are an integral part of these financial statements
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Vi AGE OF ENCINQO, NEW MEXICO

STATEMENT OF ACTIVITIES
JUNE 30, 2006

Expenses

Prograim Revoenues

Nt ﬁmxtm:mmmv Revenues

and Changes in Net Assets

Charges fOr

Services

Governmental Activities
General Government
Public Safety
Culture and Recreation

Highway a nd Streets

Total Governmental Aclivities

Business-Type Activities
Water

Total Business-Type activities

Total Government

I 181,938 & 34,736
43,999 1,624

225,5937 36,360
44,4475 30,238

14,443 30,238

& 270,380 5 66,598

=h

General Revenues
| ocal effort taxes

Srate shared taxes

Miscellaneous

[1cense/ Permits

Total General Revenues

Change 1n net assets

Net assets - June 30, 2005

Not Assets - June 30, 2006

Operating

Grants and

Contributions

Ca P 1tal
Cirants and

Contributions

Governmental

Activibies

Business-
%ﬁﬂﬁm

Activities

Total

35,000
76,985

-

b

(112,201)
34,610

(112,201)
34,610

111,965

(77,591)

(77,591)

(14,205)

(14,205)

(14,205)

(14,205)

111,985

7

G 3

(77,591)

(14,205)

&

(91,796)

9.52Y
15,944
5,041
415

9,527
15,944
3,041
415

28,927

28,927

(48,665)

(14,205)

(62,870)

217,291

631,966

849,259

168,620

6L, 70

‘he accompanying notes are an integral part of these financial statements
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VILLAGE OF ENCINO, NEW MEXICO

BALANCE SHEET

GOVERNMENTAL FUNDS
Total
JUNE 30, 2006 General Fire EMS Non-major Governmental
Fund | Fund Fund Funds Fund
ASSETS
Cash 5 22,069 5 18,293 & 186 % 8§95 5 71,443
[nvestments - . _ . _
Taxes Receivable . - _ _ i
Interest Receivable . _ _ _ ]
Due From Other Funds ’ . _ _ i
Total Assets 22,069 46,293 186 895 71,443
LIABILITIES AND FUND BALANCES
Liabilities
Accounts Payable = 2 . 959 2727
Pavroll Taxes Payable 913 32 - 142 1,087
Deferred Kevenues : - : :
Due to Other Funds - - . =
Total Liabilities 913 32 - 364 1,310

FUND BALANCES:

Linreserved 21,154 48,262 186 231 0,130
Total Liabilities and Fund Balances b 22,067 § 48,2093 b 186 & 895 S 71,443

The accompanying notes are an integral part of these financial statements
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VILLAGE OF ENCINO, NEW MEXICO
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Assets
JUNE 30, 2006

Total fund balances for governmental funds (Page 6) S 70,1358
lotal net assets reported for sovernmental activities in the statement of net assets-

are different because:

Capital assets used in governmental funds are not financial resources and
theretore are not reported in the funds. Those assets consist of:

Capital Assets less Accumulated Depreciation S 100,130 100,130

L.ong-term habilities that pertain to governmental funds, including bonds payable
are not due and payable in the current period and therefore are not reported as
fund liabilities. All liabilities-both current and long term-are reported in the
statement of net assets. Balances at year end are:

Compensated absences pavable (1,638) (1,635)

Total net assets of governmental activities (Page 4) 5 168,026

The accompanying notes are an integral part of the basic financial statements
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VILLAGE OF ENCINQ, NEW MEXICO

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2006

Kevenues:
Local effort taxes
State Shared taxes
Licenses and Permuits
Intergovernmentatl
Charges tor services
Fines and Forteitures
[1ferest
Niscellaneous

I otal revenues

Expenditures
Current:

General govermument
Public Satetv
Culture and Recreation
Flighwayv and Streets

Capital Outlay

[Debt Service
Principal
interest

Total expenditures

Excess (Deticiency) of Revenues over Expenditures

Other Financing Sources (Uses):

Iransters In

Transters (Out)

Total Other Financing Sources (Uses)

Net Change 1n Fund Balance

Fund balance, June 30, 2005

Fund balance, Tune 30, 2006

Total
General Fire EMS Non-major Governmental
rund Fund Fund Funds Fund
Hads S = - - 5 Wy
12,944 - - 155944
415 - . 115
35,000 76,985 - 111,983
34,736 - 1,624 36,3064
3,041 - 5 Vil l_._
98,663 76,985 1,624 B kot pad
93,757 : : 93,737
- 29,268 4,731 851 44,850
057078 39,268 4,731 857 138, 60k
4,906 37,717 (3,107) (831) 18,665
4,906 37,717 (3,107) 185) 380605
16,248 10,545 3,294 1,382 31,409
210 % 48,262 187 531 % 70,132

The accompanying notes are an integral part of these financial statements

B




VILLAGE OF ENCINO, NEW MEXICG
Reconciliation of the Statement of Revenues, Expenditures, and Changes in

Fund Balances of Government Funds to the Statement of Activities
FOR THE YEAR ENDED JUNE 30, 2006

Net change in fund balances-total governmental funds (Page 8) S 3R 60D

Smounts reported tor 0 vernmental activities im the statement of activities are ditterent because:

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

cost of those assets is allocated over their estimated useful lives and reports as depreciation expense

- ' ' N A Bl e B
].:’EPI‘EClatlDH expense (BH 4 1]

In the statement of activities, certain operating expenses - compensated absences (vacations) and
termination benefits (early retirement) - are measured by the amounts earned during the year. In the

governmental funds, however, expenditures for these items are measured by the amount of financial

resources used (essentially, the amounts actually paid). (Y16

Change in net assets of governmental activities (Page 5)

(3

(48,662)

The accompanying notes are an integral part of the basic financial statements
9



VILLAGE OF ENCINO, NEW MEXICO

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES-BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2006

Revenues,

LLocal Bttort

State Shared
Licenses and Permats
tergovernmental
Charges for Services
Fines and Forfeitures
Interest

Niscellaneous
Total revenues

Expenditures
Current
General Government
Fublic Sately
Culture and Recreahion
Highway and Streets
Capital Outlay
Lebt Service
Principal

Interest

Total expenditures

Excess (deficiency) of revenues

OVET expenditures

Other Financing Sources (Uses):
Transters In

Transfers (Out)

Total other financing
sources (uses)

Net change i fund balance
Fund balance, June 30, 2005

Fund balance, June 30, 2006

Actual on
Budgetar}'

Basis

Y.odi
15,944
415
35,000
34,756

3,041

Variance with
Final Budget

Over (L naer)

95,603

(1)
(100)

(5,388)

9,012

Original Final
budget Budget
D 11,609 9,528
19,940 16,044
325 415
35,000 35,000
: 465 40,064
3,000 3,000
70,339 104,051
69,537 102,769
69,537 102,769
N 802 S 1,282

The accompanying notes are an integral part of these financial statements

10
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VILLAGE OF ENCINO, NEW MEXICO

FIRE FUND

STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES-BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2006

KRevenues:

l.ocal Eftort

Stale Sharved

[ icenses and Permits
Intergovernmental
Charges tor services
Fines and bortestures
[nterest
Miscellangcous

Total revenues

Expenditures:
Current
General Government
Public Safely
Culture and Recreation
Highway and Streets
Capital Outlay
[Debt Service
Principal
Interest

Total expenditures

Excess (deficiency) of revenues

over expenditures
Other Financing Sources (Uses):
Transters In

Transfers (Out)

Total other financing

SOUTCeS (1Ses)
Net change in fund balance

Fund balance, June 30, 2005

Fund balance, June 30, 2006

The accompanying notes are an integral part of these financial statements

Actual on

Bu dgeta Y

Basis

VVariance wiith

Over (Under)

Final Budget

.,

76,965

39,2606

—

s

(40)

39,268

(3,436)

Original Final
Budget Budget
32.500 77,025
32,500 77,025
30,200 35,780
30,500 35,780
2.000 41,245

11

At
>~
=]
]

37,717

10,545

(3,488)

185,262




VILLAGE OF ENCINO, NEW MEXICO

VIS FUND

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES-BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2006

Revenues:

|.ocal Eftort

State Shared

[ 1conses and Permits
Intergovernmental
Charges tor Services
Flnes and Forleitures
lnterest
Viscellaneous

Total revenues

x penditures:
Current
Ceneral Government
Public Sately
Culture and Recreation
Highway and Streets
Capital Outlay
Debt Service
Principal
Interest

Total E}{pendit'ul*ES

Fxcess (deficiency) of revenues

AVOT E?}(pt-_‘*m_'iih,lres

Other Financing Sources (Uses):
Transters In

Transters (Out)

Total other financing

sources (uses)
Net change in fund balance
Fund balance, June 30, 2005

Fund balance, june 30, 2006

Actual on

Variance with

Final Budget

Over (Under)

(2,000

Original Final Budgetary
Budget Budget Basis
4 00 1,625 1,624
4,000 1,625 1,624
3 450 2 731 4 731
3450 9731 4731
% 550 D (1,106) (3,107)
(3,107)
3 293
S 186

The accompanying notes are an integral part of these financial statements
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VILLAGE OF ENCINO, NEW MEXICO

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS - WATER
LLXNE 30, 2006

2006
ASSETS
Cash 5 2198
Investment - Current :
Accounts Receivable -
Interest Receivable -
Due from Other Funds -
Total Current Assets 2,198
Noncurrent Assets:
Restricted assets:
Customer Deposits -
Capital Assets:
Land
Infrastructure 538,741
RBuilidings and Improvements 169,000
Vehicles 21,874
Accumulated Depreciation (113,466)
Total Non-current Assets 616,149
Total Assets $ 618,348
LIABILITIES AND FUND BALANCES
Liabilities:
Current Liabilities:
Accounts Payable -
Accrued Liabilities Payable o34
Total Current Liabilities o84
Noy-Current Linbilities
Compensated Absences Payable :
Customer Deposits payable from restricted cash -
Defterred Revenues =
Due to Cther Funds -
Total Non-Current Liabilities -
Total Liabilities Sles:
Net Assets
[nvested in Capital Assets 616,149
Restricted for Customer deposits
Unrestricted 1,614
Total Net Assets 617,763
Total Liabilites and Net Assets 5 618,348

The accompanying notes are an integral part of these financial statements
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VILLAGE OF ENCINO, NEW MEXICO

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUND - WATER

FOR THE YEAR ENDED JUNE 30, 2006

2006
Operating Revenues:
Charges for services 30,238
Other Revenue -
Total operating revenues 30,233
Operating Expenses
Salaries and Wages 11,981
Materials and Supplies 8,598
Insurance bExpense -
Utilities Expense 7,019
Repairs & Maintenance -
Other Operating Expenses 2,099
Depreciation - 14,286
Total operating expenses B 44,443
Change in Net Assets (14,205)
Fund balance, June 30, 2005 631,968
Total Net Assets - june 30, 2006 5 617,763

The accompanying notes are an integral part of these financial statements
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VILLAGE OF ENCINO, NEW MEXICO

STATEMENT OF CASH FLOWS
PROPRIETARY FUND - WATER
FOR THE YEAR ENDED JUNE 30, 2006

Cash flows from operating activities:

Cash received from customers

5 25,943
Cash payments to suppliers for goods and services (16,117)
Cash payments to employees for services (13,930)
Cash payments from other funds 2,972
Cash payments for Other Operating bxpenses (2,059)
Net cash provided by operating activities (191)
Cash Flows from Investing Activities:
None
Niet cash (used) from Investing Activities: -
Cash Flows from Capital and related Financing
Activifies:
None =
Net cash (used) by capital and related financing activities
Net increase in cash (191)
Balances - July 1, 2005 2,389
Balances - June 30 2006 5 2,198
Presented as
Cash 2,195
Restricted Cash -
</ 2,195
Reconciliation of Operating Income (Loss) to Net Cash
Provided by (used for) operating activities:
Operating (loss) 3 (14,205)
Adjustment to reconcile operating income to net cash
provided by (used for) operating activities:
Adjustments to reconcile the change in net assets fo net cash
provided by operating activities:
Depreciation expense 14,286
Changes in curren assets and current Jiabilities:
(Increase)/ Decrease in accounts receivable
(Increase)/ Decrease in from other funds 2,972
(Increase)/ Decrease in customer deposits (133)
Increase/ (Decrease) in accounts payable (1,162)
Increase/ (Decrease) in accrued liabilities (1,949)
Increase/ (Decrease) in compensated absences
Total Adjustiments 14,014
Net cash provided by operating activities o (191)

The accompanying notes are an integrai par of these financial statements
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VILLAGE OF ENCINO, NEW MEXICO

WATER FUND

STATEMENT OF REVENUES, EXPENDITURES AND

CIHANGCES [N FUND BALANCES-BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2006

Revenues:

| .ocal BEftort

State Shared
Licenses and Permits
intergovernmental
Charges for Services
Fines and Forfeitures
[nteroest
NMiscellaneous

Total revenues

Expenditures:
Current
Ceneral Government
Public Safely
Culture and Recreation
Highway and Streets
Capital Outlay
Debt Service
Principal
Interest

Total Expendiml‘es

Excess (deficiency) of revenues

OVOY e:»zpenditures
Other Financing Sources (Uses):
Transfers [n

Transters (Out)

Total other financing

sources (uses)
Net change 1 fund balance

Fund balance, Tune 30, 2005

Fund balance, June 30, 2005

e

Actualon

Variance with

Original Final Budgetary Final Budget
Budget Budget Basis Over (Under) ‘
35,220 30,2338 30,238 -
55,250 30,256 30,238 -
34,425 30,428 44,443 14,015
34,425 30,428 44,443 14,015
X 825 (190.00) (14,2005) 5 14,010
(14,205)
631,960
617,763

The accompanying notes are an intergral part of the basic financial statements
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STATE OF NEW MEXICO
VILLAGE OF ENCINO
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Village of Encino (Village) was incorporated under the laws of the State of New Mexico and
operates under the direction of a Mayor-Trustees form of government. The Village provides the
following services: emergency medical services, street maintenance, fire protection, planning and
zoning and general and administrative services. The village also provides water services for the
community. The village is dependent upon revenues.

The financial statements of the Village have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing covernmental
accounting and financial reporting principles. The more significant of the government's accounting
policies are described below.

A. Reporting kntity

The Village Board of Trustees (the “Board”) is a body public, elected by its citizens and it has the
authority to make decisions, appoint administrators and managers, and significantly influence

operations. It also has the primary accountability for fiscal matters. Therefore, the Village 15 a

financial reporting entity as defined by the Governmental Accounting Standards Board ("GASB")

in its Statement No. 14, “The Financial Reporting Entity.” There are no component units included
within the reporting enfity.

The Village's basic financial statements include all activities and accounts of the Village's 'financial
reporting entity.”

The financial reporting entity consists of the primary government, and any another organization
for which the nature and significance of their relationship with the primary government arc such
that exclusion would cause the reporting entity's financial statements to be misleading or
incomplete.

The definition of the reporting entity is based primarily on the notion of financial accountability. A
primary government is financially accountable for the organizations that make up its legal entity. It
is also financially accountable for legally separate organizations if its officials appoint a voting
majority of an organization's governing body, and either it is able to 1mpose its will on that
organization, or there is a potential for the organization to provide specific financial benefits to, or
impose specific financial burdens, on the primary government. A primary government may also be
financially accountable for governmental organizations that are fiscally dependent on 1t.

A primary government has the ability to impose its will on an organization if it can siglmifica11t1§.-f
influence the programs, projects, activities, or level of services performed Or pl"OVlded by the
organization. A financial benefit or burden relationship exists if the primary government (@) 1S
entitled to the organization's resources; (b) is legally obligated or has otherwise gsgumed the
obligation to finance the deficits of, or provide financial support to, the organization; Or (C) 1S
obligated in some manner for the liabilities of the organization.

17



STATE OF NEW MEXICO
VILLAGE OF ENCINO

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2006

—

B Government-Wide and Fund Financial Statements

The basic financial statements include both government-wide (based on the Village as a whole and
fund financial statements. The government-wide financial statements (i.e., the Statement of Net
Assots and the Statement of Activities) report information on all of the non-fiduciary activities of
the primary government and its component anit. The effect of inter-fund activity has been
removed from these statements. Governmental activities, which normally are supported by taxes
and intergovernmental revenues, are reported separately from business-type activities, which rely
on a significant extent on fees and charges for support. Likewise, the primary government 1S

reported separately from certain legally separate component units for which the primary
covernment is financially accountable.

The government-wide statement of activities demonstrates the degree to which the direct expenses
of a function category (general government, public safety, etc.) or activity are offset by program
revenues. Direct expenses are those that are clearly identifiable with specific function or activity.
Program revenues include 1) charges to customers or applicants who purchase, use, Or directly
benefit from goods, services, or privileges provided by a given tunction or activity, 2) grants and
~ontributions that are restricted to meeting the operational requirements of a particular function or
activity and 3) grants and contributions that are restricted to meeting the capital requirements of a

particular function or activity. Taxes and other items not properly included among program
revenues are reported instead as general revenues.

The net cost (by function of busmess-type activity) is normally covered by general revenues
(property, sales, franchise taxes, intergovernmental revenues, interest income, etc.).

Separate fund based financial statements are provided for governmental funds, proprietary funds,
and fiduciary funds, even though fiduciary funds are excluded from the government-wide
financial statements. Major individual government funds and major individual enterprise funds
are reported as separate columns in the fund financial statements. Major governmental funds are
the general fund and the fire fund. GASB Statement No. 34 sets forth minimum criteria (percentage
of assets, liabilities, revenues or expenditures/expenses of either fund category for the

sovernmental and enterprise combined) for the determination of major funds. The non-major

funds are combined in a column m the fund financial statements. The non-major funds are detailed
in the combining section of the statements.

The government-wide focus 1s more on the sustainability of the Village as an entity and the change

in aggregate financial position resulting from the activities of the fiscal period. The focus of the
tund Financial statements is on the major individual funds of the governmental and busimness-type

categories. Each presentation provides valuable information that can be analyzed and compared to
onhance the usefulness of the information.

C Measurement Focus, basis of Accounting, and Tinancial Statement Presentation

The government—wide financial statements are 1*eported using the eCONOIMIC resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash tlows.

Non-exchange transactions, in which the Village gives (ot receives) value without directlv

receiving (or giving) equal value m exchange, include property taxes, grants, entitlements, and
Jonations. On an accrual basis, revenue from property taxes 1s recognized in the fiscal year tor
which the taxes are levied. Revenue from grants, entitlements, and donations 1s recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.
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Covernmental fund level financial statements are reported using the current financial resources

measurement focus and the modified accrual basis of accounting. Revenues are recogmzed as SOON

as they are both measurable and svailable. Revenues are considered to be available when they are
~ollectible within the current period. For this purpose, the Village considers revenues to be
available if they are collected within 60 days after the end of the fiscal period. The grant revenue
availability period is generally considered to be one year. 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.

Ad valorem, franchise and sales tax revenues in the general fund are recognized under the
susceptible to accrual concept. Licenses and permits, charges for services, fines and forfeitures,
~ontributions, and miscellaneous revenues are recorded as revenues when received in cash, as the
resulting receivable is immaterial. Farnings from bank certificates of deposit are recorded as earned
since they are measurable and available. In applying the susceptible to accrual concept fO
intergovernmental revenues, the legal and contractual requirements of the numerous individual
programs are used as guidance. There are, however, essentially two types of these revenues In
one, monies must be expended for the specific purpose or project before any amounts will be paid
to the Village; therefore, revenues are recognized based upon the expenditures recorded. In the
other, monies are virtually unrestricted as to purpose of expenditure and are usually revocable

only for failure to comply with prescribed compliance requirements. These resources are reflected
15 revenues at the time of receipt or earlier if the susceptible to accrual criteria are met.

Business-type activities and all proprietary funds are accounted for on a flow of economic
resources measurement focus. With this measurement focus, all assets and all liabilities assoclated

with the operation of these tinds are included on the balance sheet. Proprietary fund-type
operating statements present 1ncreases and decreases (e.g., revenues and expenses') in net total
assets. 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. [he
principal operating revenues of the Village's water, sewer, and sanitary landfill funds are charges
‘o customers for sales and services. Operating expenses for the enterprise funds include the cost of
<ales 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.

When both restricted and unrestricted resources are available for use, 1t is the Village's policy to
1se restricted resources first, and then unrestricted resources as they are needed.

All governmental and business-type activities and enterprise funds of the Village follow FASB
Gtatements and Interpretations issued on or before November 30, 1989, Accounting Principles

Board Opinions, and Accounting Research Bulletins, unless those pronouncements conflict with
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GASB pronouncements. Governments also have the option of following subsequent private-sector
guidance for their business-type activities and enterprise funds, subject to this limitation. 1he

government has elected not to follow subsequent private-sector guidance..

The Village reports the following major governmental funds:

1. The General Fund - The general fund is the Village's primary operating fund. [t
accounts for all the financial resources except those required to be accounted for in another fund.

2, Fire Fund — To account for the operations and maintenance of fire equipment. Financing,
is providing by a state allotment. Authority - NMSA 59A-53-1.

3. EMS Fund - To account for the operations of emergency medical services.

4, Gas Road Tax Fund - to account for construction and repairs to the Village’s streets.

The Village reports the following major enterprise fund:

1. Water Fund- To account for income and expenses in providing water and sewer

services to the Village.

Additionally, the Village reports the following fund type(s):

Governmental Funds:

1. Special Revenue Funds - The Village accounts for resources restricted to, or designated
for, specific purposes by the Village or a grantor in a special revenue fund. Most Federal and some
State financial assistance is accounted for in a Special Revenue Fund and sometimes unused

balances must be returned to the grantor at the close of specified projected periods.

Proprietary Funds:

1. Enterprise Funds - The Village's activities for which outside users are charged a fee roughly
equal to the cost of providing the goods or services of those activities are accounted for m an

enterprise fund. The Village has no non-major enterprise funds.

Reconciliation of Budgetary Comparison Statements to the Statement of Revenues, Expenditures
and Changes in Fund Balance-General Fund:

The Village prepares its budget based on a 12 month accounting period and there 1s no
difference in their budget v. their financial statements.

D. Budgetary Data

The Village Council adopts an “appropriated budget” for the General Fund, Special Revenue Fund
and the Enterprise fund. The Village is required to present the adopted and final amended
budgeted revenues and expenditures for each of these funds. The Village compares the tinal

amended budget to actual revenues and expenditures.
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The following procedures are followed in establishing the budgetary data reflected in the oeneral
purpose financial statements:

1. The Village submits a proposed operating budget for the fiscal year commencing July 1,
prior to June 30. The operating budget includes proposed expenditures and the means of financing
them. A budget is proposed for the General, Special Revenue and Proprietary Funds.

2. Public hearings are conducted to obtain taxpayer comuments. The budgets are then
submitted to the Department of Finance and Administration for review, adjustment and approval.

3. Prior to June 30, the budget is legally enacted through passage of a resolution. lhe
Village Council is authorized to transfer budgeted amounts between departments within any fund.

Any revisions that alter the total expenditures of any fund must be approved by the Department of
Finance and Administration, Local Government Division.

4. Budgets for budgeted funds are adopted on the cash basis which 1s not consistent with

cenerally accepted accounting principles. Budgetary comparisons have been presented in this
report in the basis of the legally adopted budget.

D. Appropriation lapse at year end with any unspent cash balance being available for
expenditures and appropriation in the subsequent year’s budget.

0. The level of classification detail in which expenditures may not legally exceed
appropriations or each budget is in fund total. A reconciliation of fund balances for both
appropriated budget and on appropriated budget special revenue funds is as follows

—

E. Assets, Liabilities, and Net Assets or Equity

Deposits and Investments

For purposes of the statement of cash flows for proprietary funds, the Village considers highly

liquid investments to be cash and cash equivalents if they have a maturity of three months or less
when purchased [GASB 2300.106a(6) and 2459.106-108].

Receivables and Payables

Activities between funds that are representative of lending/borrowing arrangements outstanding

at the end of the fiscal year are referred to as inter-fund balances. Long term advances between
funds, as reported in the fund financial statements, are offset by a fund balance reserve account

applicable governmental funds to indicate that they are not available for appropriation and are not
expendable available financial resources.

Accrued liabilities payable consists of employee benetits and sales taxes payable.
Prepaid ltems

Certain payments to vendors retlect costs applicable to future accounting periods and are recorded
as prepaid items in both government-wide and fund financial statements.

Restricted Assets

21



STATE OF NEW MEXICO

VILLAGE OF ENCINO
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2006

P e ik

Certain long-term assets in the proprietary funds are classified as restricted assets on the balance

<heet because their use is limited to payments for debt service or other purposes such as "deposits
held in trust for others.”

1. Cash held in the Enterprise fund for customer deposits 1s restricted.

2. In the fund financial statements, governmental funds report reservations of fund

halance for amounts that are not available for appropriation or are legally restricted by ou side

parties for a specific purpose or use. Designations of fund balance represent tentative management
plans that are subject to change [GASB 2300.107 and 1800.125];

&3 When the Village incurs an expense for which it may use either restrictedt or

anrestricted assets, it uses the restricted assets first whenever they will have to be returned it thev
are not used.

Inter-fund Activity

Inter-fund activity is reported as loans, services provided reimbursements or transfers. Loans are
reported as inter-fund balance as appropriate and are subject to elimination upon consolidation.
Services provided, deemed to be at market or near market rates, are treated as revenues and
expenditures/ expenses. Reimbursements are when one fund incurs a cost, charges the appropriate
benefiting fund and reduces 1ts olated cost as reimbursement. All other inter-fund transactions are

reated as transfers. Transfers between governmental funds are netted as part of the reconciliation
to the government-wide financial statements.

Inventory

The Village reports inventories of supplies at cost including consumable maintenance and office
items. Supplies are recorded as expenditures when they are consumed. [G60.125].

Long-Term Obligations

None.

Compensated Absences

It is the Village's policy to permit some employees to accumulate earned but unused vacation and

sick pay benefits. All vacation and sick pay is accrued when incurred in the government-wide and
proprietary financial statements.

Capital Assets

Capital assets purchased or acquired are carried at historical cost or estimated historical cost.
Contributed assets are recorded at fair market value as of the date donated. Additions,

improvements and other capital outlays that significantly extend the useful life of an asset are
capitalized. Other cOStS incurred for repairs and maimntenance are expensed as incurred

Depreciation on capital assets of $1,000 or more is calculated on the straight-line basis over the
following estimated useful lives:
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Useful Lite

Assets

Infrastructure 4()
Buildings 30
Building Improvements 15
Equipment /
Vehicles 5

F. Implementation of New Accounting Principles

G ASB Statement 34

The Village has adopted the provisions of GASB Statement No. 34, Basic Financial Statements-and
Management's Discussion and Analysis—for State and Local Governments.

the manner in which the Village records transactions and presents financial
ased a financial reporting model
ncial reports. GASB

r the annual financial

This statement affects
information. State and local governments have traditionally

substantially different from the one used to prepare private-sector fina

Statemnent No. 34 established new requirements and a new reporting model to
reports of state and local governments. The statement was developed to make annual reports of

state and local governments easier 0 anderstand and more useful to the people who use
covernmental financial - formation to make decisions. This is the second year of this

comprehensive implementation.

other long-term assets and liabilities in the statement

The Village has recorded capital and certain
cost of providing services under the accrual

of net assets, and has reported all revenues and the
basis of accounting mn the statement of activities.

GASB Statement 37

The Village adopted the provisions of GASB Statement No. 37, Basic Financial Statement-
Management's Discussion and Analysis-for Local and Government: Omnibus. This statement

~mends GASB Statement No. 34 to either (1) clarify certain provisions OI (2) modify other

provisions that GASD believes may have unintended consequences in some clrcumstances.
Accordingly, the Village considered the effect of this statement when adopting the provisions of

G ASB Statement No. 34 as previously described.

GASB Statement 35

The Village adopted the provisions of GASB Statement No. 38, Certain Financial Statement Note
Disclosures. This statement modifies, establishes, and rescinds certamn financial statement
disclosure requirements. Accordingly, footnote disclosures have been revised to conform to the

pProvisions of GASB No. 38.

G ASB Statement 39

The Village adopted the
Organizations are Conponent Units. The purpose of the

14, (1) to provide additional criteria to determime w
23
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primary government 18 not financially accountable should be reported as component units based
on the nature and significance of their relationship with the primary government and (2) to clarify
reporting requirements for those organizations.

G ASB Statement 40

The Village adopted the provisions of GASB Statement No. 40, Deposit and Investment Risk.

Paragraph 8 requires that deposits that are exposed to custodial credit risk and not covered by
depository insurance are ancollateralized, and shall be disclosed in the notes: the amount of the
hank balances, the fact that the balances are uninsured, and whether the balances are exposed as to

the particular collateral that 1s pledged by the financial institution (or the trust department of the
financial institution).

1 CASH AND DEPOSITS WITH FINANCIAL INSTITUTIONS

The Village maintains cash deposits in one financial institution, Wells Fargo Bank. The Village's

deposits consist of demand deposits. The Federal Depository Insurance Corporation (FDIC) insures
the cash accounts.

As of Tune 30, 2006, the amount of cash reported on the financial statements differs from the

amount on deposit with the various institutions because of transactions in transit and outstanding
~hecks. The locations and amounts deposited are as follows:

Bank  Reconciling  Book

Account Type  Balance [tems Balance
Checking Accounts:
General Fund Checking
22,362 363 21,999
Petty Cash Petty Cash
- 70
Meter- Gas Road lax Checking
895 - 895
Fire Fund Checking
50,285 1,995 48,292
Rescue Fund Checking
185 (1) 186
Water Fund Checking
- 2,1(_9-8 - - 2,,1?9
Total Wells Fargo
75,925 2,350 73,641

Except for items in transit, the carrying value of deposits by the respective depositories equated to
the carrying value by the Village. All demand deposits are collateralized with eligible securities, as

described by New Mexico State Statute, in amounts equal to at least 50% of the Village carrving
value of the deposits.

CUSTODIAL CREDIT RISK: 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 Encino does not have a policy for
~ustodial credit risk. As of June 30, 2006, 0% (or none) of the Village's bank halance of $75,926 was
exposed to custodial credit risk.
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The Village's deposits are categorized to give an indication of the level of risk assumed by

the Village at the fiscal year-end. Deposits are exposed to custodial credit risk it they are not
covered by depository insurance and the deposits are:

Category 1- Uncollateralized Deposits

Category 2 -Collateralized with securities held by the pledging financial institution.

Category 3 -Collateralized with securities held by the pledging institution's trust department or
agent but not in the depositor-government’s name.

Wells

Book Value  Fargo Bank

Checking accounts 573,041 $75,926

Total deposits 73,641 75,926

Less FDIC Insurance 100,000 100,000

(26,359) (24,074)

Uninsured and uncollateralized deposits 0 0

Collateral (Category 2) 0 0
Uncollateralized (Category 1) 0 0

Total Custodial Credit Risk 50 $0

Cash Reconciled to Financial Statements

The amounts reported as cash for the primary government within the financial statements 1S
composed of the following amounts.

Cash balances held at financial institutions
Total reconciled cash balance 575,926

Statement of Net Assets:
Cash 73 6471

Restricted cash

Total cash reported on financial statements 573,041
5. ACCOUNTS RECEIVABLE

Accounts receivable at June 30, 2006 consisted of the following;:
64 779. Revenue earned but not yet received
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6. TAXES RECEIVABLE

Amounts due from local effort and state shared taxes at June 30, 2006, consisted of the following:

Governmental Business-lype
Activities Activities
Property taxes 50 $0
[.ocal Effort Sales taxes 0 0
State Shared taxes U 0
Total Taxes Receivable $ 0 S0

7. PROPERTY TAX

The County collects the Village’s share of property taxes assessed. Property taxes attach an
enforceable lien on property as of January 1. Tax notices are sent by the County Treasurer to
property owners by November 1 of each year to be paid in whole or in two installments by
November 10 and April 10 of the following year. The County collects such taxes and distributes
then to the Village on a monthly basis. The Village accounts for its share of property taxes in the
General Fund. Property tax revenues are considered available (1) when they become due or past

due and receivable within the current period and (2) when they are expected to be collected during
a 60 day period after the close of the fiscal year.

8. DELINQUENT TAXES RECIEVABLE

Allowances for uncollectible tax receivable within the General Fund are based on historical
experience n collecting property taxes. The Village 1s prohibited from writing off real property
taxes.

None.

0. INTERFUND LOANS AND TRANSFERS

[nterfund loans: These balances resulted from the time lag hetween the dates transactions are
ecorded in the accounting system, and payments between funds are made.

Gas Meter
Due From/To General Water Fire EMS Tax Deposits
Fund Fund  Pund  Fund Fund  Fund Total
General Fund - o o | g )
Water )
Fire _
EMS i
Gas lax :
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Total 4 G G $ ) q B
Interfund Transfers: Transfers are used to move revenues from the fund that statute or budget

requires charge them to the fund that statute or budget requires to expend them and use

unrestricted revenues collected in the general fund to finance various programs accounted for In
other funds in accordance with budgetary authorizations.

-

Transfers In/Out General

Fund

General Fund

Water

Fire

EMS

as Tax

Total 5 0

10. CAPITAL ASSET ACTIVITY Capital assets for the fiscal year ended June 30, 2006 are as tollows:

Beginning —nding
Balance Additions Adjustments  Retirements  Balance
GOVERNMENTAL ACTIVITIES
Non-depreciable assets:
Land $ 8,985 $ - 5 - $ 8,989
Total non-depreciable assets 8,984 - - 8,980
Depreciable Assets
Vehicles & BEquipment 118,955 118,955
Building Improvements 1,048,990 1,048,990
Total depreciable assets 1.167,945 | 1.167.940
Accumulated Depreciation
Vehicles & Equipment 108,004 3,078 111,142
Buildings Improvements 882,323 83.333 965,656
Total Accumulated Depreciation 980,387 86 412 1,076,799
Net Book Value of Depreciable
Assets 177,558 91,147
Total capital assets 186,542 86,412 100,130
Beginning Ending
Balance Additions  Adjustments Retirements _ Balance
BUSINESS-TYPE ACTIVITIES
Non-Depreciable Assets
_and $ - $ - $ - > - 3 -

Depreciable Assets
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e

Vehicles 21874 - - 21 874
Bulldings 169,000 - : 169,000
Infrastructure h38, 747 - = 538,741
Total depreciable assets 729,615 - - 729,615
Accumulated Depreciation
Vehicles 21874 . . 21874
Buildings 30.233 50633 (4,883) 30,983
Infrastructure - Water System 47,072 13,409 67 50,6008
Total Accumulated Depreciation 99 180 19,102 4 816 113,466
Total Depreciable Assets 030,430 616,149
Total capital assets $630,430 ($ 19,102) $ 4816 $616,149

Depreciation expense was charged to functions (programs) as follows:

Government-type Activities
General Government

Public Safety
Parks and Recreation

Total Governmental

Business-type Activities

Water Utilities

5 86,411

5

86,411

5 14,236
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11. LONG-TERM DEBI

Compensated Absences

Upon retirement or death of certain employees, the Village pays any accrued sick leave and
vacation leave in a lump sum cash payment to such employee or his/her estate. A summary O
changes in the accumulated sick leave and vacation leave liability is as follows:

1f

Ending Amounts

Be giming
Balance due within

Balance
June 30, 2005 Additions Deletions June 30, 2000 5pe year

Compensated
Absences 3 720 5 2999 % 2,001 S 1,638 S .
Total g 720 § 20999 & 2,081 % 1638 $ -

12 DEFINED BENEFIT PENSION PLAN

The Village has elected not to participate in Public Employees Retirement Association 01 Retiree Health

Care Authority of New Mexico Retirement System

L1

13. DEFFERED REVENU

Deferred revenue at year-end was 50.

14. LITIGATION

The Village is not involved in any pending litigation

"R SIGNIFICANT COMMITMENTS AND CONTINGENCIES

15 CONSTRUCTION AND OTH:

The Village has no significant commitments or contingencies.

16. SUBSEQUENT EVENTS

There are no known subsequent events.

17. RESTATEMENTS

There are no restatements.
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i

NON MAJOR GOVERNMENTAL FUNDS
JUNE 30, 2006

Total

Non-major

Funds

390

Gas lax Meter
Fund Fund
ASSETS ] ] |
Cash - 390
Investments = .
Taxes Receivable - -
Interest Recervable - .
Due from Other Funds . .
Total Assets - 895
LIABILITIES AND FUND BALANCE
Liabilities
Accounts Payable 22 -
Payroll Taxes Payable 142 -
Deferred Revenues - =
Total Liabilities 364 -
FUND BALANCE
Reserved - -
Unreserved i (364) 895
Total Fund Balance (364) 895

031

Total Liabilities and Fund Balance .

251

895

895

The accompanying notes are an integral part of these financial statements
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(Gas Road Meter Deposits Total Non-major
Tax Fund Fund Funds

Fevenues.
Local effort taxes
State Shared taxes
Licenses and Permits
[ntergovernmental
Charges for services
Fines and Forfeitures
Interest

Miscellaneous

Total revenues

Expenditures
Current:

General government
Public Satety
Culture and Recreation
Highway and Streets

Capital Outlay

Debt Service
Principal

Interest

Total expenditures . 851 851

xcess (deficiency) of revenues

over expenditures - (851) (8o1)

Other Financing Sources (Uses):
Transters In -

Transfers (Out) :

Total other financing

sources (uses)

Net change in fund balance - (851) (851)

. _  aan
Fund balance, June 34, 2005 (364) 1,746 1,382

Fund balance, june 30, 2006 (364) 895 231

The accompanying notes are an integral part of these financial statements
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CIIANGES IN FUND BALANCES-BUDGET AND ACTUAL
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-_—_—-—-—I—_#_-_“__#“_—-ﬂ__—“___ T
Actual on Variance with

Original Final Budgetary Final Budget
Budget Budget Basis Over (Linder)

Revenues:

| .ocal Effort

State Shared
Licenses and Permits
[ntergovernmental
Charges tor Services
Fines and Forfeitures
interest

Niscellanegous

Total revenues

Expenaitures:
Current
General Government
Public Sately
Culture and Recreation
Highway and Streets
Capital Qutlay
Debt Service
Principal

Interest

Total expenditures -

Fxcess (deficiency) of revenues

over expenditures & - g x y G .

Other Financing Sources (Uses):

Iransters In

Transfers (Out)

Total other financing

sources (uses)
Net change in fund balance

Fund balance, June 30, 2005 (264)

Fund balance, June 30, 2006 D (364)

The accompanying notes are an integral part of these financial statements

32




VILL.AGE OF ENCINO, NEW MEXICO

METER FUND

STATEMENT OF REVENUES, EXPENDITURES AND
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Actual on
Original Final Budgetary
Budget Budget Basis

Revenues:
L ocal Effort
State Shared S
Licenses and Permuits

ntergovernmental

Charges tor Services 70
Fines and Forfeitures

Interest

NMiscellaneous

Variance with
Final Budget
Over (Lnder)

Total revenues 70 330

RIS

Expenditures:

Current
General Government 70 181
Public Sately

Culture and Recreation

801

Highway and Streets
Capital Outlay
Debt Service

Principal

Interest

Total expenditures 70 161 521

xcess (deficiency) of revenues

over expenditures - o 149 (851)

Other Financing Sources (Uses):

Transters in
Transters {Out)

Total other tinancing

SOUICES (Uses)
Net change in fund balance (331)

Fund balance, July 1, 2005 1,746

(670)

(340)

Fund balance, June 30, 2006

£h

895

The accompanying notes are an integral part of these financial statements
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Wells Fargo Bank, New Mexico

Reconciling
Account Type Bank Balance [tems Book Balance
Checking Accounts: )
General Fund Checking 22 362 2903 22 069
Meter- Gas Road Tax Checking 895 . 895
Fire Fund Checking 50,285 1,992 48,293
Rescue Fund Checking 186 186
Water Fund Checking 2,198 - 2,198
Total Wells Fargo R ) 2,285 73,641

79,926

The accompanying notes are an integral part of the basic financial statements
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A.]. PERKINS, CPA PC

Report on internal Control over Financial Reporting
And on Compliance and Other Matters Rased on an Audit of

p—_

Cinancial Statements Performed I Accordance
With Government Auditing Standards

To: Hector H. Balderas, New MexIco State Auditor

To: Mayor and Board of Trustees Village of Encino, New Mexico

' have audited the financial statements of the governmental activities, the business-type

activities. each major fund, and tne aggregate remaining fund information and the

budgetary comparison statement for the general fund and fire protection fund and the
combining and individual funds presented as supplemental information of Village of
Cneino. as of and for the year ended June 30. 2006, and have issued my report thereon
dated July 30, 2008. | have conducted my audit in accordance with auditing standards
generally accepted In the United States of America, and the standards applicable 10

£ nancial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

imternal Control Over Financial Reporting

In planning and performing my audit. | have considered the Village of Encino’s internal
~ontrol over financial reporting as a hasis for designing our auditing orocedures for the
purpose of expressing our opinion on the financial tatements. but not for the purpose of
expressing an opinion on the effectiveness of the Village of Encino’s internal control over

financial reporting. Accordingly, | do not eXpress opinion on the effectiveness of the
entity’s internal control over financial reporting.

A control deficiency exists when the design or operation ot a control does not allow
management or emplioyees, n the normal course of performing their assigned functions,
to prevent or detect nisstatements on a timely basis. A significant deficiency is a control
deficiency, or combination ~f control deficiencies, that adversely affects the entity's

ability to initiate, quthorize, record, process, Of report financial data reliably In

accordance with generally accepted accounting orinciples 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 controt.
A material weakness is a significant deficiency, or combination of significant deficiencies.

that results in more than a remote likelihood that a material misstatement of the financial
statements will not be orevented of detected by the entity’s internal control.

My consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify al
deficiencies in internal control that might be significant deficiencies or material

weaknesses. | did not identity any deficiencies in internal control over financial reporting
that | consider to be a material weakness, as defined above.

117 Mateo Circle North, Santa Fe, NM 875055; (505) 577-3030; aperkins@cnsp.com
J . : .



Compliance and Other Matters

As part of obtaining reasonable assurance about whether Village of Encino's financial
<tatements are free of material misstatement, | performead 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 financia

<tatement amounts. However, providing an opinion on compiiance with those provisions
was not an objective of my audit and, accordingly, | do not express such an opinion.

The results of my tests disclosed two Instances of noncompliance, or other matters that
are required to be reported under Government Auditing Standards and which are
described in the accompanying schedule of findings and responses as items 2005-07
through 2005-02.

This report is intended solely for the information and use of the Village Council,
management, the Office of the State Auditor. the New Mexico State Legislature audit
committees. New Mexico Department of Finance and Administration — Loca
Government Division, awarding agencies and nass-through entities and is not intenaec
‘0 be and should not be used by anyone other than these specified parties.

Santa Fe. New Mexico

July 30, 2008



VILLAGE OF ENCINO
NEW MEXICO
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2006

Findings - Financial Statements

A. REPORTABLE CONDITIONS

Nomne.

B. NON COMPLIANCE AND OTHER MATTERS

ltem 2005-01- Audit Report Submission to the New Mexico State Auditor

Statement of Condition - The required submission date of the audit report for the
fiscal vear ended June 30, 2006 to the New Mexico State Auditor was December 1,
2006. The Village did not submit the report until July 31, 2005

Criteria - New Mexico State Statute's Section 12-6-12 requires the state auditor to

promulgate reasonable regulations necessary to carry out the duties of the oftfice.
New Mexico Administrative Code Title 2, Chapter 2, Part 2, Audits of

Governmental Entities Requirements for Contracting and Conducting Audits of

Agencies requires that the municipalities submit their audit report by December
1st following the end of each fiscal year at June 30th.

]

Effect - Delays in submission of the audit report affect the reporting of financial
information to other state agencies and local governments.

Cause - The Village did not secure an Auditor until July 31, 2007.

Recommendation -The Village needs to engage an auditing firm on a timely basis
as required by the New Mexico State Auditor's Office.

Response from the Village's officials - When I started in 2003 there was not a set of

hooks to be found in the Village. As soon as I was able, I did get a set of books started
and worked in the years that were missing,

ltem 2005-02 The Primary Government funds, which include the General Fund and the
Water Fund have exceeded their budgeted expenditures for the fiscal year as follows:

Budget Actual Variance
Primary Government
Fre 35,780 39,268 (3,488)
EMS 2,731 4,731 (2,000)
Meter 181 351 (670)



VILLAGE OF ENCINO
NEW MEXICO
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2006

Statement of Condition - The expenditure section of the budget, once adopted, 1s
legally binding on the Town.

Criteria - Violation of Section 6-6-6 NMSA 1978, “When any budget for a local
public body has been approved and received by a local public body, it is binding

upon all officials and governing authorities, and no governing authority or official
shall allow or approve claims in excess thereof...).

—

Effect - The overall effect of overspending demonstrates and control environment
that has a weakness and budget discipline needs to be advocated by management.

Cause - The lack of fiscal discipline is the primary cause

Recommendation - A monthly budget review with the Clerk/Treasurer, with all

department heads with spending authority should be initiated and practiced
1“egu1a1'1y*

Response from the Town's officials - Qur source for water raised their rates

unexpectedly and it took time for the Village of Encino to adjust our rates to
compensate.
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VILLAGE OF ENCINO
NEW MEXICO

PRIOR YEAR AUDIT FINDINGS AND
EXIT CONFERENCE AND OTHER INFORMATION
JUNE 30, 2006
Schedule of Prior Year Audit Findings

2005-01 - Audit Report Suibmission to the New Mexico State Auditor

Rn:?:peated

2005-02 - The Primary Government funds, which include the General Fund and the Water fund have
exceeded their budget expenditures.

Repeated

Fxit Conference

The audit report for the fiscal year ended June 30, 0005, was discussed during the exit conference held on
lune 12, 2008. Present for the Village were, Mayor John G.Phillips IlI and Juanita S. Barnes, Clerk-

Treasurer. Present for the auditing firm was Andrew |. Perkins, CPA.

FINANCIAL STATEMENT PREPARATION

The auditing firm of A.J. Perkins, Certified Public Accountant, prepared the financial statements of the
Village of Encino as of June 30, 2006. The Village's upper management has reviewed and approved the
financial statements and related notes, and they believe that the Village's books and records adequately

support them.
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