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INDEPENDENT AUDITOR'S REPORT

Mr. Hector H. Balderas

New Mexico State Auditor, and
The Board of Trustees

Village of Encino

Encino, New Mexico

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, the budgetary comparisons for the general fund and major special
revenue funds, and the aggregate remaining fund information of the Village of Encino (the Village), as
of and for the year ended June 30, 2007, 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 and all budgetary comparisons presented as supplementary
information in the accompanying combining and individual fund financial statements as of and for the
year ended June 30, 2007 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.

We conducted the audit in accordance with auditing standards generaily accepted in the United States of
America and with standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and aggregate remaining fund information of the Village, as of June 30, 2007, and the respective
changes in financial position and cash flows, where applicable, thereof and the respective budgetary
comparison for the general fund and the 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 financial position of each non major governmental fund of the Village as of June 30, 2007,
and respective changes in financial position thereof, and the budgetary comparisons for the non major
governmental funds and enterprise fund for the year ended in conformity with accounting principles
generally accepted in the United States of America.

Member of the American Institute of Certified Public Accountants
Member of the New Mexico Society of Certified Public Accountants



Mr. Hector H. Balderas

New Mexico State Auditor, and
The Board of Trustees

Village of Encino

Encino, New Mexico
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In accordance with Government Auditing Standards, we have also issued our report dated November 23,
2010 on our consideration of the Village's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of the audit
performed in accordance with Government Auditing Standards and should be considered in assessing
the result of our audit.

For the year ended June 30, 2007, the Village of Encino has not presented the Management's Discussion
and Analysis that the Governmental Accounting Standards Board has determined is necessary to
supplement, although not required to be part of the basis financial statements.

Our audit was conducted for the purposes of forming opinions on the basic financial statements and the
combining and individual fund financial statements and budgetary comparisons. The accompanying
schedule of changes in assets and liabilities of agency fund is presented for the purposes of additional
analysis and is not a required part of the basic financial statements. Such information has been subjected
to the auditing procedure applied in the audit of the financial statement and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

Garcia and Associates, CPA, LLC
Los Lunas, New Mexico
November 23, 2010



State of New Mexico

Village of Encino
Statement of Net Assets
June 30, 2007
Primary Government
Business
Governmental Type
Activities Activities Total
ASSETS
Current assets:
Cash and cash equivalents $ 14,612 3.666 18.278
Taxes receivable 7.189 - 7.189
Intergovernmental receivable - - -
Interfund recievable - 1,400 1.400
Accounts receivable (net) - 3,089 3,089
Total current assets 21,801 8.155 29,936
Restricted assets:
Cash and cash equivalents - - -
Total restricted assets - - -
Capital assets:
Capital assets not being depreciated:
Land 8.985 - 8,985
Capital assets being depreciated:
Distribution system - 538,741 538,741
Buildings and improvements 1,058,392 169,000 1,227,392
Furniture, fixtures and equipment 13.713 21.874 35.587
Vehicles 105,242 - 105,242
Less accumulated depreciation (1,095,833) {132,568) (1,228,401)
Total capital assets 90,499 597,047 687,546
Total assets 112,300 605,202 717.502
LIABILITIES
Accounts pavable 3.008 1.725 4,733
Accrued payroll 1.312 584 1.896
Accrued taxes payable 100 - 160
Compensated absences payable 1.741 - 1,741
Interfund payable 1.400 - 1,400
Deposits held for others - 2,120 2.120
Total liabilities 7.561 4.429 11,990
NET ASSETS
Invested in capital assets 90,499 597.047 687.546
Restricted for:
Customer meter deposits - 2,120 2,120
Unrestricted 14.242 1.603 15,847
Total net assets $ 104,741 600,772 705,513

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



g adey

CIS'SOL §  TLL009 $  IpLPOl
1¥8'v6L £15°4T9 RZEL91
0SP'8 0SL6 (nog'1)
16£'98L £9L°L19 879'891
(37¢°68) (1vL'97) (£85'29)
POL'BTT 68 698°L11
- GeR (scg)

£9L°08 - L9L'OS
6E8°pS - 658'vS
PE9 1l - FES' T
vov'1 - $OP°1

SJuatLMS (euRaY a4y jo Led [eidam ue ase sajou Fulkuedwonoe sy §

IBaK JO pUa ‘S19838 JaN
{paieisal) 1eak jo Buiuuidaq ‘siasse 1N
JuaWEISHY
Jeak jo Buluui@aq ‘s1asse 1N
s1958€ 19U U saguey)
SANUSAII |RIUST |BIOL
slajsuel)
POIOLISIIUN SUOTINGLIIUCD PUE SIUBID)
SIXE] YO
saxe) 511290 $5040
sasodand 1e1auad 10] patas] ‘saxe) Auadoid
SIXEL
1SANUIADL [BIOUD)

—_— I —_—
(z£0'802) (908'27) §  {9st'08D) _§ § 0806 § Zi69E $  ¥BO0ST $ o408 Arewnd (g0
9L5'LT) (9L8°L7) - - 196°€E L1519 sanianoe adAi-ssoutsnq (@0l
(9.8'L0) (9£5'1T) - - I¥6'€E LIS'I9 e
'sananoe adAr-ssoursng
(96508 1) - (954'081) 080°S 1€0°¢ L9S'8R1 SONIALOE [BIUIUILIAA0T [BI0L
PLS - PLs 080°S - 908"y yaeay aqngd
($99'v) - (599'%) - - €99y $3104 DIGNd
(0£9'tY) - (0£9'pt) - 181'1 118'¥ f13)es a1qng
(sgL'1g) - § (seL'en)  § 3 - § 0S8l 0§ S8S'EET § WAILIBA0T [BI3UDL)
'SIINALIOR [BIUSUWILIDACD)
JUSWIUIAA0D AlBwil g
|eiloL SINALDY SAUIALIRY SUONNGLIUO])  SUONNGLIIUO)  SADIAIRG sasuadxy SWBIZ0./SUCuN
adA)-ssauisng  |RIUSUILIIAOD pue sjueln PuE SjuesD 0} safiey)
JUSWLIIAOL) ATRULL] ende) Suneradp pue saulg ‘s394
s)assy JaN ul safuey) pue sanuaaay (sasuadxd) 19N SaNUaASY WEL0L]
L007 ‘0 dunp
SAWANIY JO JUANMIIEIS
ourouy Jo dFR[IA

0JIXIAl MaN JO 8IS



State of New Mexico
Village of Encino
Balance Sheet
Governmental Funds
June 30, 2007

Total
General Fire Other Governmental
Fund Fund Funds Funds
ASSETS
Cash and cash equivalents $ 9.145 b3 4,517 3 950 % 14,612
Taxes receivable 7.189 - - 7.189
Intergovernmental receivables - - - -
Inventories - - - -
Total assets $ 16,334 $ 4,517 $ 950 § 21,801
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 2,123 5 885 $ - 5 3,008
Accrued payroll 1,312 - - 1,312
Accrued taxes payable 100 - - 100
Due to utility fund 1,400 - - 1,400
Taotal liabilities 4,935 885 - 5,820
Fund balances:
Reserved for:
Capital projects - - - -
Unreserved reported in:
General fund 11,399 - - 11,399
Special revene funds - 3,632 950 4,582
Total fund balances 11,399 3,632 950 15,981
Total liabilities and fund balances ) 16,334 $ 4,517 $ 950 % 21,801

The accompanying notes are an intergral part of the financial statements. Page 7



State of New Mexico
Village of Encino
Reconciliation of the Governmental Fund Balance Sheet to the

Statement of Net Assets
June 30, 2007
Total Fund balance for governmental funds h 15,981

Total net assets reported for governmental activities in the statement of net assets is
different because:

Capital assets used in governmental activities are not financial

resources and therefore are not reported in the funds. Those assets consit of:

Governmental capital assets $ 1,186,332
Less accumulated depreciation (1,095,833) 90,499

Long-term and short-term liabilities applicable to the Village govmmental activities

are not due and payabie in the current period and accordingly are not reported as

fund liabilities All liabilities - both current and long-term are reported in

statement of net assets

Compensated absences payable $ (1,741)
(1,741}
b 104,741

Total net assets of governmental activities

Page 8

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



State of New Mexico
Village of Encino
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2007

Total
General Fire Other Governmental
Fund Fund Funds Funds
REVENUES:
Property taxes h) 1464 § - 3 - h 1,464
Gross receipts tax 11,634 - - 11,634
Franchise tax - - - -
Other taxes - - - R
Licenses and permits 325 - - 325
Intergovernmental revenue and grants 49,780 - 10,139 59,919
Charges for service 1,525 - - 1,525
Other revenues 50,767 1,181 - 51,948
Total revenues 115,494 1,181 10,139 126,814
EXPENDITURES:
Current -
General government 114,441 - - 114,441
Public safety - 45811 - 45,811
Public works - - 4,665 4,665
Public health - - 4,506 4,506
Capital outlay 9410 - - 9,410
Capital outlay - - - -
Total expenditures 123,850 45,811 9,171 178,832
Excess {deficiency) of revenues over
expenditures (8,356) (44,629) 968 (52,018)
OTHER FINANCING SOURCES (USES}
Transfers in - - - -
Transfers out - - (835) (835)
Total other financing sources (uses) - - (835) (835)
Net changes in fund balances (8,356) {44,629) 133 (52,853)
Fund balances - July | (Beginning) 21,155 48,262 n7 70,134
Restatement (1,400) - 100 (1,300)
Fund balances - July | (Restated) 19,755 48,262 817 68,834
Fund halances, end of year $ 11,399 % 3632 % 950 % 15,981

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



State of New Mexico
Village of Encino

Reconciliation of the Statement of Revenues, Expenditures, and Changes In Fund

Balances to Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2007

Net changes in fund balances - total governmental funds

Amounts reported for governmental activities in the Statement of Activities are different 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 as depreciation expense,

Expenditures for capital assets 9,402
Less current year depreciation (19,034)

Some expenses reported in the Statement of Activities do not require the use of current
financial resources and therefore are not reported as expenditures in governmental funds.

Compensated absences (103)

Change in net assets of governmental activities

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

¥ (52.853)

(9.632)

(103)

$ (62,587)

Page 10



REVENUES:
Property taxes
Gross receipts taxes
Licenses and permits
Intergovernmental revenue and grants
Charges for services
Other revenues
Total revenues

EXPENDITURES:
General government
Capital outlay

Total expenditures

Excess (deficiency) of revenues over
expenditures

State of New Mexico

Village of Encino
Statement of Revenues and Expenditures
Budget (Non-GAAP Basis) and Actual (Cash Basis)

General Fund

For the Fiscal Year Ended June 30, 2007

OTHER FINANCING SOURCES (USES):

Transfers in
Transfers out

Total other financing sources (uses)}

Excess (deficiency) of revenues over expenditures

and other financing sources {(uses)

Cash carryover

Budgetary - GAAP Reporting Reconciliation:

Excess (deficiency) of revenues over expenditures and

other financing sources (uses}

Adjustments for revenue accruals

Adjustment for expenditures accruals

Excess (deficency) of revenues and other financing sources

over expenditures and other financing

Budgeted Amounts Variance
Favorabie
Original Final Actual (Unfavorable)
3 1,369 $ 1,419 $ 1,418 (N
8,000 9,985 9,985 ()]
355 325 325 -

46,505 47,725 47725 0
- - 1,525 1,525
12,570 48,843 47,327 (1,516)
68,799 108,297 108,305 8
69,098 120,578 121,639 (1,061)
- - 9.402 {9,402)
69,098 120,578 131,041 {10,463)
(299) (12,281 (22,736) (10,455}
(299) (12,281) (22,736} (10.455)
299 12,281 22,736 0
b - 3 0} 5 {0) (10,455)

3 (22,736)

7.189

7.191

uses (GAAP Basis) $ (8,356)

Page 11

The accompanying notes are an integral part of the financial statements,



State of New Mexico
Village of Encino

Statement of Revenues and Expenditures
Budget (Non-GAAP Basis) and Actual (Cash Basis)

Fire Protection Fund

For the Fiscal Year Ended June 30, 2007

Budgeted Amounts

Original

Final

Actual

Variance
Favorable
(Unfavorable)

REVENUES:
Taxes:

Intergovernmental revenue and grants $ 39,058
Other 400
Investment earnings -

40,773
400

1,181

b

(40,773)
781

Total revenues 39,458

41,173

1,181

(39.992)

EXPENDITURES:
Public safety 39.420
Capital outlay

46,670

44957

1,713

Total expenditures 39,420

46,670

44,957

1,713

Excess (deficiency) of revenues over
expenditures 38

OTHER FINANCING SOURCES (USES):
Transfers out -

(5.497)

(43.776)

(38.279)

Total other financing sources (uses) -

Excess (deficiency) of revenues over expenditures
and other financing sources (uses) 38

Cash carryover -

(5.497)

5,497

(43,776)

43,776

(38.279)

0

(38.279)

Budgetary - GAAP Repotting Reconciliation:

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

Adjustments for revenue accruals
Adjustment for expenditures accruals

Excess (deficency) of revenues and other financing sources
over expenditures and other financing uses (GAAP Basis)

The accompanying notes are an intergral part of the financial statements.

{43,776}

{853)

(44.629)

Page 12



State of New Mexico
Village of Encino
Statement of Net Assets
Proprietary Funds

June 30, 2007
Water
ASSETS
Current assets:
Cash and investments h 3,666
Accounts receivable 3.089
Total current assets 6,755
Noncurrent assets:
Due from general fund 1,400
Land -
Distribution system 538,741
Buildings and improvements 169,000
Vehicles, furniture and equipment 21,874
Accumulated depreciation (132,568)
Total noncurrent assets 598,447
Total assets 605,202
LIABILITIES
Current liabilities:
Accounts payable 1.725
Accrued payroll 584
Deposits held for others 2,120
Total current liabilities 4,429
Noncurrent liabilities:
Revenue bonds payable -
Total non-current liabilities -
Total liabilities 4,429
NET ASSETS
Invested in capital assets, net of related debt 597,047
Restricted for;
Deposits held for others 2,120
Unrestricted 1,605
Total net assets $ 600,772

The accompanying notes are an intergral part of the financial statements.



Operating revenues:
Charges for services
Other revenues
Total operating revenues

Operating expenses:
Salaries
Other operating expenses
Depreciation
Total operating expenses

Operating income
Nonoperating revenues (expenses):

Interest expense
Interest income

Transfets in (out)
Total nonoperating revenues (expenses)

Changes in net assets
Total net assets, beginning of year

Restatement
Total net assets restated, beginning of year

Total net assets, end of year

State of New Mexico
Village of Encino
Statement of Revenues, Expenses and Changes in Fund Net Assets
Proprietary Funds
Year Ended June 30, 2007

$

$

Water

33,941

33,941

7457
34,958
19,102
61,517

(27.576)

835
835

{26,741)
617,763

9,750
627,513

600,772

The accompanying notes are an intergral part of the financial statements.

Page 14



State of New Mexico
Village of Encino
Statement of Cash Flows
Proprietary Funds
Year Ended June 30, 2007

Water
Increase {Decrease) In Cash and Cash Equivalents

Cash flows from operating activities:

Cash received from customers 5 41,509
Other receipts -

Cash payments to employees (7,937)
Cash payments to suppliers for goods and services (30.273)
Cash payments for other operating expenses (2,666)

Net cash provided by (used for) operating activities 633

Cash flows from noncapital financing activities:

Transfers from other funds 835
Net cash provided by (used for) noncapital
and related financing activities 835

Cash flows from capital and related financing activities:
Proceeds from state grant -
Net cash provided by {(used for) capital
and related financing activities -

Cash flows from investing activities:
Investment income -

Net cash provided by investing Activities -
Net increase (decrease) in cash and cash equivalents 1,468
Cash and cash equivalents, beginning of year 2,198
Cash and cash equivalents, end of year b} 3,666

Reconciligtion of Operating Income to Net Cash Provided by {Used for) Operating Activities
Operating income $ (27.576)

Adjustments to reconcile operating income
to net cash provided by (used for) operating activities:

Depreciation 19,102
Changes in assets and liabilities:
{Increase) decrease in accounts receivable - utlities 7,381
Increase (decrease) in accounts payable - operations 1,725
Increase (decrease) in deposits held for others -
Total adjustments 28,208
Net cash provided by (used for) operating activities b 632

The accompanying notes are an intergral part of the financial statements. Page 15



State of New Mexico
Village of Encino
Notes to The Financial Statements
June 30, 2007

History, Mission and Organization

The Village of Encino was incorporated under the laws of the State of New Mexico in the early
1900's. The Village operates under a Council-Mayor form of government, providing services as
authorized by its charter: public safety fire, streets, sanitation, health and welfare, culture and
recreation, public improvements, and general administrative services

1) Summary of Significant Accounting Policies

The Village's financial statements are prepared using the accrual basis of accounting, in
conformity with generally accepted accounting principles (GAAP) as applied to government
units. The Governmental Accounting Standard Board (GASB) is the standard-setting body for
establishing governmental accounting and financial reporting principles. In June 1999, GASB
approved Statement #34 "Basic Financial Statements and Management Discussion and Analysis
for State and Local Government." In June 2001, the GAAP approved Statement No. 37 "Basic
Financial Statements and Management Discussion and Analysis for State and Local Government:
Omnibus" and Statement No. 38 "Certain Financial Statement Note Disclosures". Statement No.
37 clarifies and modifies Statement No. 34 and should be implemented simultaneously with
Statement No. 34. Statement No. 38 modifies establishes and rescinds certain financial statement
disclosure requirements. The Village of Encino implemented the provisions of the above
statements effective July 1, 2003.

A. Financial Reporting Entity

The Village Council (the "Council") is elected by the public and it has authority to make
decisions, appoint administrators and managers, and significantly influence operations. It also
holds primary accountability for fiscal matters. Therefore, the Village is a financial reporting
entity as defined by the Governmental Accounting Standards Board (GASB) in its Statement No.
14, "The Financial Reporting Entity." The Village is not included in any other governmental
"reporting entity" as defined in Section 2100, Codification of Governmental Accounting and
Financial Reporting Standards. Even though, the Village has decision making authority, the
power to designate management, the responsibility to significantly influence operations and
primary accountability for fiscal matters. The Village does not have any component untts;
therefore, component units are not represented in the financial statements.

B. Government-Wide and Fund Financial Statements

The Statement of Net Assets and the Statement of Activities are government-wide financial
statements. They report information on all of the Village of Encino non-fiduciary activities with
most of the inter fund activities removed. Governmental activities include programs supported
primarily by taxes, state funds, grants and other intergovernmental revenues. Business-type
activities include operations that rely on fees and charges for support.

The Statement of Activities demonstrates how other people or entities that participate in programs
the Village operates have shared in the payment of the direct costs. The "charges for services”
column includes payments made by parties that purchase, use, or directly benefit from goods or
services provided by a given function or segment of the Village. Examples include user charges at

Page 16



State of New Mexico
Village of Encino
Notes to The Financial Statements
June 30, 2007

1. Summary of Significant Accounting Policies — (Continued)

recreation facilities and for health care services. The "grants and contributions” column includes
amounts paid by organizations outside the Village to help meet the operational or capital
requirements of a given function. Examples include grants under Housing and Urban
Development's Community Development Block Grants. If revenue is not program revenue, it is
general revenue used to support all of the Village's functions. Taxes are always general revenues.

Inter fund activities between governmental funds and between governmental funds and
proprietary funds] appear as due to/due from on the Governmental Fund Balance Sheet [and
Proprietary Fund Statement of Net Assets} and as other resource and other uses on the
governmental fund Statement of Revenues, Expenditures and Changes in Fund Balance (and on
the Proprietary Fund Statement of Revenues, Expenses and Charges in Fund Net Assets).

The fund financial statements provide reports on the financial condition and results of operations
for two fund categories -governmental and proprietary. The village considers some governmental
(and enterprise) funds major and reports their financial condition and results of operations in a
separate column The fund financial statements exclude the portion of these non exchange
transaction revenues that are not available.

Proprietary funds distinguish operating revenues and expenses from non operating items.
Operating revenues result from providing goods and services in connection with a proprietary
fund's principal ongoing operations; they usually come from exchange or exchange-like
transactions. All other revenues are non-operating. Operating expenses can be tied specifically to
the production of goods and services, such as materials and labor and direct overhead. Other
expenses are non-operating.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements use the economic resource measurement focus and the
accrual basis of accounting, as do the proprietary fund and fiduciary fund financial statements.
Revenue, expenses, gains, losses, assets, and liabilities resulting from exchange transactions,
derived tax revenues such as gross receipt taxes, and exchange-like transactions should be
recognized when the exchange takes places. Revenues are recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of the related cash flows.
Property taxes are recognized as revenues in the year for which they are levied, net of estimated
refunds and uncollectible amounts. Grants and similar items are recognized as revenue as soon as
all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements use the current financial resources measurement focus
and the modified accrual basis of accounting. With this measurement focus, only current assets,
current liabilities and fund balances are included on the balance sheet. Operating statements of
these funds present net increase and decrease in current assets (i .¢. revenues and other financing
sources and expenditures and other financing uses).

The modified accrual basis of accounting recognizes revenues in the accounting period in which

they become both measurable and available, and it recognizes expenditures in the accounting
period in which the fund liability is incurred, if measurable, except for un-matured interest and
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State of New Mexico
Village of Encino
Notes to The Financial Statements
June 30, 2007

1. Summary of Significant Accounting Policies — (Continued)

principal on long-term debt, which is recognized when due. The expenditures related to certain
compensated absences and claims and judgments are recognized when the obligations are
expected to be liquidated with expendable available financial resources. The Village considers all
revenues available if they are collectable within 60 days after year end. Property taxes are
considered revenue when they are levied, even if enforceable legal claims arise or the due date for
payment occurs in a different period.

Revenues from local sources consist primarily of property, franchise, and gross receipts taxes.
Property tax revenues and revenues received from the State are recognized under the "susceptible
to accrual" concept, that is, when they are both measurable and available. The Village considers
them "available" if they will be collected within 60 days of the end of the fiscal year.
Miscellaneous revenues are recorded as revenue when received in cash because they are generally
not measurable unti] actually received. Investment earnings are recorded as earned, since they are
both measurable and available.

Grant funds are considered to be earned to the extent of expenditures made under the grant
provisions. Accordingly, when such funds are received, they are recorded as deferred revenues
until related and authorized expenditures have been made. If balances have not been expended by
the end of the project period, grantors sometimes require the Village to refund all or part of the
unused amount.

The Proprietary Fund Types and Fiduciary Funds are accounted for on a flow of economic
resources measurement focus and utilize the accrual basis of accounting. This basis of accounting
recognizes revenues in the accounting period in which they are earned and become measurable
and expenses in the accounting period in which they are incurred and recognized that become
measurable. The Village applies all GASB pronouncements as well as the Financial Accounting
Standards Board pronouncements issued on or before November 30, 1989, unless these
pronouncements conflict or contradict GASB pronouncements. With this measurement focus, all
assets and all liabilities associated with the operation of these funds are included on the fund
Statement of Net Assets. The fund equity is segregated into invested in capital assets net of
related debt, restricted net assets, and unrestricted net assets.

D. Fund Accounting
The Village reports the following major governmental funds:

1. General Fund --The General Fund is the Village's primary operating fund. It accounts for all
financial resources except those required to be accounted for in another fund.

2. Fire Protection Fund To account for the operations and maintenance of fire equipment.
Financing is provided by a State allotment. Authority - NMSA 59A-53-1.
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State of New Mexico
Village of Encino
Notes to The Financial Statements
June 30, 2007

1. Summary of Significant Accounting Policies — (Continued)
The Village reports the following major enterprise funds:

» Utlity Fund - Water funds are used to account for the provision of water services to the
residents of the Village. All activities necessary to provide such services are accounted for in
this fund including administration, operations billing and maintenance.

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

» 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 project periods.

Proprietary Funds:

» 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 in an
enterprise fund. The Village has no non-major enterprise funds.

E. Other Accounting Policies:

1. For purposes of the statement of cash flows for proprietary funds, the Village considers
highly liquid investments to be cash equivalents if they have a maturity of three months or
less when purchased.

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

3. 1In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities the
applicable governmental activities, business-type activities, or proprietary fund type
statement of net assets. Bond premiums and discounts, as well as issuance costs, are deferred
and amortized over the life of the bonds using the effective interest method. Bonds payable
are reported net of the applicable bond premium or discount. Bond issuance costs are reported
as deferred charges and amortized over the term of the related debt. In the fund financial
statements, governmental fund types recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of debt issued is reported as
other financing sources. Premiums received on debt issuances are reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.
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State of New Mexico
Village of Encino
Notes to The Financial Statements
June 30, 2007

It is the Village's policy to permit some employees to accumulate earned but unused vacation
and sick pay benefits. All sick pay and vacation pay is accrued when incurred in the
government - wide, proprietary, and fiduciary fund financial statements.

Capital assets, which include land, buildings, furniture and equipment and infrastructure
assets are reported in the applicable governmental or business-type activities columns in the
governmental-wide financial statements. Capital assets are defined by the Village as assets
with an initial, individual cost of more than $5,000 and an estimated useful life in excess of
two years. Such assets are recorded at historical cost or estimated historical cost if purchased
or constructed Donated capital assets are recorded at estimated fair market value at the date of
donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized. Major outlays for capital assets and
improvements are capitalized as projects are constructed. Interest expense during construction
is not capitalized except in enterprise funds. Computer software costing more than $5,000 is
depreciated. For the fiscal year 2006, the State's capitalization policy of capital assets are
defined by the Village as an asset with an initial individual cost of more than $5,000 and
estimated useful life in excess of one year.

Buildings, furniture and equipment of the Village are depreciated using the straight line
method of the following estimated useful lives:

Buildings and Improvements 40 years
Sewer plants 40 years
Infrastructure 10-20 years
Machinery & Equipment 10-20 years
Vehicles 5-10 years
Computer Equipment & Software 5-10 years

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for
use for a specific purpose. Designations of fund balance represent tentative management
plans that are subject to change.

When the Village incurs an expense for which it may use either restricted or unrestricted

assets, it uses the restricted assets first whenever they will have to be returned if they are not
used.
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State of New Mexico
Village of Encino
Notes to The Financial Statements
June 30, 2007

2. Stewardship, Compliance, and Accountability

A. Budgetary Data

The Village Council adopts an "appropriated budget" for the General Fund, Special Revenue
Funds 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 budgetary comparison is
prepared on the cash basis of accounting.

The following procedures are followed in establishing the budgetary data reflected in the general
- 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 comments. 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. The 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 is not consistent with
generally accepted accounting principles. Budgetary comparisons have been presented in this
report on the basis of the legally adopted budget.

5. Appropriations lapse at year end with any unspent cash balance being available for
expenditures and appropriation in the subsequent year's budget.

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

B. Deposit and Investments

Custodial Credit Risk - Deposits

Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may
not be returned to it. The government does not have a deposit policy for custodial credit risk. As

of June 30, 2007 $0 of the government's bank balance of $18,842 was exposed to custodial credit
risk as follow:

Page 21



State of New Mexico
Village of Encino
Notes to The Financial Statements
June 30, 2007

2. Stewardship, Compliance, and Accountability (Continued)

Bank Balance
b3 18,842
Total deposits as of June 30, 2007 3 18,842
The following is the investment at the Financial Institution:
Wells Fargo
Bank
Balance per bank $ 18,842
Demmand deposits:
General funds b 15,176
Utiity funds 3,666
Total deposits 18,842
Less: FDIC coverage (18,842)
Uninsured public funds -
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State of New Mexico
Village of Encino
Notes to The Financial Statements
June 30, 2007

2. Stewardship, Compliance, and Accountability (Continued)

Following is a reconciliation of the Village's cash and investment balances as of June 30, 2007:

Bank balance Reconciled
Type of Interest atJune 30, (Outstanding Balance at
Name of Depository Account Name Account Bearing 2007 item) June 30, 2007

Wells Fargo Bank NA  Village of Encino  Checking Yes $ 4530 § (13) % 4,517

Wells Fargo Bank NA  Village of Encino  Checking  Yes 10,078 {1,002) 9,076
Wells Fargo Bank NA  Village of Encino  Savings Yes 835 - 835
Wells Fargo Bank NA  Village of Encino  Checking  Yes 2,159 671 2,830
Wells Fargo Bank NA  Village of Encino  Checking  Yes 761 - 761
Wells Fargo Bank NA  Village of Encino  Checking  Yes 478 (290) 189
Balance per bank 18,842
Outstanding item - (634)
Petty cash Village of Encino 70 70
Cash balances as of June30, 2007 s 70 $—18,27’8

Cash reconcilliation to Fund type:

Total cash for Government Funds b 14,612
Total cash for Sewer Fund 3,666
Cash balances as of June 30, 2007 $ 18,278
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State of New Mexico
Village of Encino
Notes to The Financial Statements
June 30, 2007

2. Stewardship, Compliance, and Accountability (Continued)

C. Property Taxes

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 two installments by
December 10 and May 10 of the following year. The County collects such taxes and distributes 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 or
past due and receivable within the current period and (2) when they are expected to be collected
during a 60-day period afier the close of the Village fiscal year.

D. Accounts Receivables

Accounts receivables at June 30, 2007, consisted of the following:

Governmental Business-Type
Activities Activities
Municipal Taxes b 1,949 $ -
State Shared Taxes 106 -
Intergovernmental receivables 5,135 -
Other accounts receivable - 3,089
Net Receivables $ 7,189 ) 3,089

The above governmental and business-type receivables are deemed 100% collectible.

No allowances for uncollectible property taxes receivables, either current or delinquent, are
included within the Village's funds because the information is unavailable from the County. The
Village is prohibited from writing off real property taxes.

E. Interfund Balances and Activity

Transfer to/from other funds at June 30, 2007, consist of the following

Due From Due To Amount Reason
General Fund Utlity Fund $ 1,400 Reimburse for operating expense
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State of New Mexico
Village of Encino
Notes to The Financial Statements
June 30, 2007

2. Stewardship, Compliance, and Accountability (Continued)

F. Capital Asset Activity

The changes in capital assets for the year ended June 30, 2007 is as follows:

Governmental - Type Activities:

Balance Balance
Capital assets not being depreciated June 30, 2006 Additions Deletions  June 30, 2007
Land $ - $ - $ -
8,985 - 8,985
Land 8,985 - - 8,985
Other capital assets
Vehicles 105,242 - - 105,242
Equipment 13,713 - 13,713
Buildings 798,990 - - 798,990
Building Improvements 250,000 9,402 - 259,402
Total governmental capital assets 1,167,945 9,402 - 1,177,347
Less accumulated depreciation
Vehicles (105,242) - (105,242)
Equipment (5,901) (1,741) - (7,642)
Buildings (166,660) (17,293) - (183,959)
Building Improvements (798,990) - (798,990)
1,076,799 19,034 - (1,095,833)
Net Assets _F;ll 00,131 ’r(_‘l(c),ssz) 3 - 3 90,499
Business Type Activities
Balance Balance
June 30, 2006 Additions Deletions  June 30, 2007
Vehicles 21,874 - - 21,874
Buildings 169,000 - - 169,000
Infrastructure - Water System 538,741 - - 538,741
Total business-type capital assets $ 729615 % - $ - $ 729,615
Less accumulated depreciation
Vehicles (21,874) - - (21,874)
Buildings (30,983) (5,633.00) - (36,616)
Infrastructure - Water System (60,608) (13,469.00) - (74,077
Total accumulated depreciation {113,465) (19,102) - (132,568)
Net Assets $ 616,150 § (19,102) § - $ 597,047
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State of New Mexico
Village of Encino
Notes to The Financial Statements
June 30, 2007

2. Stewardship, Compliance, and Accountability (Continued)

Depreciation expense was charged to governmental functions as follows:
Financial administration 17,605

Total general government 17,605

Public safety

Fire protection 1,429
Total public safety 1,429
3 19,034

3. Revenues -Charge For Services And Fees

Charge for services and fees composed of rental income and permits.

General
Fund
Rental income 3 1,525
Fines -
Licenses and permits 325
Local corrections fee -
Total charges for services and fees 5 1,850

4, Account Payable
Accounts payable represent expenditures for goods and services prior to June 30, 2007.

5. Invested In Capital Assets (Net Related Debt)

Invested in capital assets (net related debt) - is intended to reflect the portion of net assets which
are associated with non-liquid, capital assets less outstanding capital asset related debt. The net
related debt is the debt less the outstanding liquid assets and any associated un-amortized cost.
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State of New Mexico
Village of Encino
Notes to The Financial Statements
June 30, 2007

6. Restricted Assets

Restricted Assets are liquid assets {(generated from revenues and not bond proceeds), which have
third-party (statutory, bond covenant or granting agency) limitation on their use,

7. Unrestricted Assets
Unrestricted assets represent unrestricted liquid assets.

8. Use of Estimates

The preparation of financial statements in conformity with generaily accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

9. Compensation Absences Payable

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

Vacation Leave

Balance June 30, 2006 $ 1,638
Additions 5,047
(Deductions) (4,944)
Balance June 30, 2007 $ 1,741

The compensation absences payable is due within one year for the amount of $1,741.

All amounts are classified as current liabilities. The General have been used to liquidate amounts
in the past.

10. Defined Benefit Pension Plan

The Village has clected not to participate in the Public Employees Retirement System
Association.

11. Post-Employment Benefits

The Retiree Health Care Act (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. As authorized under Section 90 of Chapter 6, Law of 1990, the City has
elected not to participate in the program by adoption of an ordinance.
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State of New Mexico
Village of Encino
Notes to The Financial Statements
June 30, 2007

12. Participation In Public Entitv Risk Pool

The Village is a member of the New Mexico Self-Insurers' Fund (the "Fund”). The Fund was
created to formulate, develop and administer a program of modified self-funding for the Fund’s
membership, obtain lower costs for insurance coverage and develop a comprehensive loss control
program. The Village pays an annual premium to the Fund for its workers' compensation liability,
general liability, auto liability, auto physical damage and property coverage. The Village's
agreement with the Fund provides that the Fund will be self-sustaining through member
premiums and will provide through commercial companies reinsurance contracts, individual stop
loss coverage for member cities. The Village paid premiums of $37,279 for the year ended June
30, 2007.

13. Prior Period Adjustments

During the current year, it was determined that accounts receivable from customers in the Utility
Fund had not been accrued in the previous year’s financial statements. An adjustment was made
in the amount of $9,750 to the accounts receivable account and net assets account.

An amount due to the Utility Fund from the General Fund for operating expenditures incurred,
and not recorded in prior years. The amount of this adjustment was $1,400.

The Gas Fund had a deposit in transit in the amount of $100 which was not included in the prior
year’s financial statements. An adjustment was made for this amount 10 net assets.

14. Excess Expenditures Over Appropriations

New Mexico State Statues restricts all officials and governing authorities from approving claims
in excess of the approved budget. The Village exceeded its authorized authority by $11,194 as
follows:

Budgeted Actual
Fund Expenses Expenses Difference
General b 120,578 A 131,041 3 (10,463)
Emergency Medical Services 3,775 4,506 (731)
Totals $ 124,353 5 135,547 $ (11,194)

15. Significant Commitments and Coatingencies

The Village has no significant future commitments and contingencies.
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State of New Mexico

Village of Encino
June 30, 2007

Special Revenue Funds

Major Funds

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

Non-Major Funds

Emergency Medical Services Fund - To account for state and county proceeds provided for operations of
the Village's emergency medical services. Authority -NMSA 24-10A-1 to 10.

Gas Fund - To account for the receipts and expenditures for special gasoline tax, is restricted for use in
repairing and maintaining roads and streets within the municipality. The fund was created by state
statute, NMSA 7-1-6.9 and 7-13-1 to 18.



State of New Mexico
Village of Encino
Combining Balance Sheet
Non Major Governmental Funds
June 30, 2007

EMS Gas Meter
Fund Fund Fund Total

ASSETS
Cash and cash equivalents b 761 3 189 % - $ 950
Taxes receivable - - . R

Intergovernmental receivables - - - -
Total assets 3 761 $ 1839 $ - $ 950

LIABILITIES AND FUND BALANCES
Accounts payable $ - £ - 3 - 3 -
Accrued payroll - - - -
Total liabilities - - - -

Fund balances:
Reserved - -
Unreserved 761 189 - 950

Total fund balances 761 189 - 950

Total liabilities and fund balances $ 761 $ 189 % - % 950

The accompanying notes are an intergral part of the financial statements. Page 30



State of New Mexico

Village of Encino

Combining Statement of Revenues, Expenditures and
Changes in Fund Balances - Non Major Governmental Funds

Year Ended June 30, 2007
EMS Gas Meter
Fund Fund Fund Total
REVENUES:
Taxes:
Other taxes $ - $ - % - .
Intergovernmental revenue and grants 5,080 5,059 - 10,139
Charges for services - - - -
Other revenues - - - -
Total revenues 5,080 5,059 - 10,139
EXPENDITURES:
Public safety - - - -
Public works - 4,605 60 4,665
Health 4,506 - - 4,506
Culture and recreation - - - -
Capital outlay - - - -
Total expenditures 4,506 4,605 60 9,171
Excess (deficiency) of revenues over
expenditures 574 453 (60) 968
OTHER FINANCING SOURCES (USES):
Transfers out - - (835) (835)
Total other financing sources (uses) - - (83%) (835
Net changes in fund balances 574 453 (895) 133
Fund balances - July |1 {Beginning) 186 (364) 895 717
Restatement - 100 - 100
Fund balances - July | (Restated) 186 (264) 895 817
Fund balances - June 30 {Ending) b 760 s 89 % ¢ 950
The accompanying notes are an intergral part of the financial statements. Page 31



State of New Mexico
Village of Magdalena
Statement of Revenues and Expenditures
Budget (Non-GAAP Basis) and Actual (Cash Basis)
Emergency Medical Services Fund
For the Fiscal Year Ended June 30, 2007

Budgeted Amounts Variance
Favorable
Original Final Actual {Unfavorable)

REVENUES:

Intergovernmental revenue and grants $ 4,000 % 5080 % 5080 % -
Other - - - -

Total revenues 4,000 5,080 5,080 -

EXPENDITURES:

Health 3,575 3,775 4,506 {731)
Capital Outlay - - - -
Total expenditures 31575 3,775 4,506 (731}

Excess (deficiency) of revenues over
expenditures 425 1,305 574 (731)

OTHER FINANCING SOURCES (USES):
Transfers in - - - -
Total other financing sources (uses) - - - N

Excess (deficiency) of revenues over expenditures
and other financing sources (uses) 425 1,305 574 {(731)

Cash carryover - - - -

3 425 5 1,305 5 574 $ (731)

Budgetary - GAAP Reporting Reconciliation:

Excess {deficiency) of revenues over expenditures and
other financing sources (uses) $ 574

Adjustments for revenue accruals -

Adjustment for expenditures accruals -

Excess (deficency) of revenues and other financing sources

over expenditures and other financing uses (GAAP Basis) h Y 574

The accompanying notes are an intergral part of the financial statements. Page 32



State of New Mexico
Village of Magdalena
Statement of Revenues and Expenditures

Budget (Non-GAAP Basis) and Actual (Cash Basis)

Gas Tax Fund
For the Fiscal Year Ended June 30, 2007

Budgeted Amounts Variance
Favorable
Original Final Actual {Unfavorable)
REVENUES:
Intergovernmental revenue and grants $ 5.004 3 5,004 $ 5,059 $ 55
Total revenues 5,004 5,004 5,059 55
EXPENDITURES:
Public Works 5,000 5,000 4,969 3
Total expenditures 5,000 5,000 4,969 31
Excess {deficiency) of revenues over
expenditures 4 4 89 85
Cash carryover - - - 0
$ - 5 - b3 89 $ 85
Budgetary - GAAP Reporting Reconciliation:
Excess {deficiency) of revenues over expenditures and
other financing sources {uses) 5 89
Adjustments for revenue accruals -
Adjustment for expenditures accruals 364
Excess (deficency) of revenues and other financing sources
over expenditures and other financing uses (GAAP Basis) $ 453
The accompanying notes are an intergral part of the financial statements, Page 33



State of New Mexico
Village of Magdalena
Statement of Revenues and Expenditures

Budget (Non-GAAP Basis) and Actual (Cash Basis)

Meter Fund
For the Fiscal Year Ended June 30, 2007

Budgeted Amounts

Original Final

Actual

Variance
Favorable
{Unfavorable)

REVENUES:

Intergovernmental revenue and grants s - h3 340 3
Other - -

Total revenues - 340

EXPENDITURES:

Public works - 340

60

280

Total expenditures - 340

60

280

Excess (deficiency) of revenues over
expenditures - -

OTHER FINANCING SOURCES (USES):
Transfers out - (835)

(60)

(835)

280

Total other financing sources (uses) - (835)

(835)

Excess (deficiency) of revenues over expenditures
and other financing sources (uses) - (835)

Cash caryover - -

(895)

895

280

$ - $ (835) %

$ 280

Budgetary - GAAFP Reporting Reconciliation:

Excess {deficiency) of revenues over expenditures and

other financing sources (uses) b

Adjustments for revenue accruals

Adjustment for expenditures accruals

Excess (deficency) of revenues and other financing sources
over expenditures and other financing uses (GAAP Basis) 3

The accompanying notes are an intergral part of the financial staternents.
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State of New Mexico

Village of Encino
June 30, 2007

Proprietary Fund Types

Enterprise Funds

Enterprise Funds are used to account for operations that are financed and operated in 2 manner similar to
private business enterprises where the intent of the governing body is that the costs(expenses, including
depreciation) of providing goods or services to the general public on a continuing basis be financed or
recovered through user charges.



State of New Mexico
Village of Magdalena
Statement of Revenues and Expenditures
Budget (Non-GAAP Basis) and Actual (Cash Basis)
Utility Fund
For the Fiscal Year Ended June 30, 2007

Budgeted Amounts Variance
Favorable
Qriginal Final Actual {Unfavorable)
REVENUES:
Charges for services $ 29,400 $ 42,307 $ 41,508 3 (799
Total revenues 29,400 42,307 41,508 {799)
EXPENDITURES:
Repairs and maintenance 29316 42,200 40,876 1,324
Depreciation - - - N
Total expenditures 29,316 42,200 40,876 1,324
Excess (deficiency) of revenues over
expenditures 34 107 632 525
OTHER FINANCING SOURCES (USES):
Transfers in - - 835 835
Total other financing sources (uses) - - 835 835
Excess (deficiency) of revenues over expenditures
and other financing sources (uses) 84 107 1,467 1,360
Cash carryover - - - 0
b3 84 3 107 ) 1,467 3 1,360
Budgetary - GAAP Reporting Reconciliation:
Excess (deficiency) of revenues over expenditures and
other financing sources (uses) $ 1,467
Adjustments for revenue accruals (7,567
Adjustment for expenditures accruals (20,641)
Excess (deficency) of revenues and other financing sources
over expenditures and other financing uses (GAAP Basis) 3 (26,741}

The accompanying notes are an intergral part of the financial statements. Page 35
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Independent Auditor's Report on Internal Control
Over Financial Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed in Accordance With Government
Auditing Standards

Mr. Hector H. Balderas

New Mexico State Auditor, and
The Board of Trustees

Village of Encino

Encino, New Mexico

We have audited the financial statements of the governmental activities, the business-type activities,
each major fund and respective budgetary comparison, and the aggregate remaining fund information of
the Village of Encino (the Village), as of and for the year ended June 30, 2007, which collectively
comprise the Village's basic financial statements, and have issued our report thereon dated November
23, 2010. We have also audited the financial statements of each of the Village's non-major governmental
funds and all the budgetary comparisons presented as supplementary information in the accompanying
combining and individual fund financial statements as of and for the year ended June 30, 2007 as listed
in the table of contents. 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.

Internal Control Over Financial Reporting

In planning and performing the 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.

Member of the American Institute of Certified Public Accountants
Member of the New Mexico Society of Certified Public Accountants
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Encino, New Mexico

Page Two

A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the 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 agency’s internal control. We consider the deficiencies described in
the accompanying schedule of findings and questioned costs as items 2007-01, 2007-02 and 2005-01 to
be significant deficiencies in internal control over financial reporting.

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
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 item 2007-01, 2005-01 and 2005-02 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 preformed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants 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 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 item 2007-02, 2005-01 and 2005-02.

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 response and, accordingly. We
express no opinion on it.

This report is intended solely for the information and use of management, others within the Village. the
audit committee, the State Auditor, the New Mexico Legisiature, New Mexico Department of Finance
Administration and applicable federal grantors, and is not intended to be and should not be used by
anyone other than these specified parties.

Garcia and Assoctates, CPA, LLC
Los Lunas, New Mexico
November 23, 2010



State of New Mexico
Village of Encino
Schedule of Findings and Responses
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Summary Schedule of Prior Year Audit Findings

Findings for Fiscal Year 2006 Current Status
2005-1 Failure to submit audit report on time. Repeated in current year
2005-2 Budgeted expenditures exceeded Repeated in current year
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Current Year Audit Findings

2007-F Account posting errors

Statement of Condition:

Four expense items were improperly posted to revenue accounts during the year. For example, on July
17, 2006 there was an expenditure for $9,401 posted to a revenue account.

Criteria:

Section 12-6-5, NMSA 1978, states that any violation of law or good accounting practices should be
communicated with the Villages management.

Cause:

Personnel assigned posting duties lacked adequate training with account coding requirements.
Effect:

Account balances can be understated and misstated.

Recommendation:

We recommend that the Village personnel receive adequate training.

Management’s Response:

Village personnel will continue to take training. Management is in agreement that is important to further
the education of the Village staff,
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2007-2 Quarterly report preparation

Statement of Condition:

The quarterly report for the year- end was not in agreement with the trial balance at year end.
Criteria:

Section 12-6-5, NMSA 1978, statcs that any violation of law or good accounting practices should be
communicated with the Villages management.

Cause:

Personnel assigned report preparation duties lacked adequate training with account requirements.
Effect:

Account balances can be misstated.

Recommendation:

We recommend that the Village personnel receive adequate training.

Management's Response:

Village personnel will continue to take training. Management is in agreement that is important to further
the education of the Village staff.
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2005-1 Budgeted expenditures exceeded

Statement of Condition:

The Village exceeded its budgets in the General Fund (by $10,463) Emergency Medical Services
Fund (by $731).

Criteria;

The budget provisions as stated in 6-3-1 to 6-325 NMSA 1978 require that expenditures at the fund level
cannot exceed budget expenditures.

Cause:

The Village did not review and amend the budget as necessary at year end.
Effect:

Noncompliance with New Mexico budgeting statues.

Recommendation:

The Village should adopt budgets and monitor and amend those budgets in accordance with New
Mexico State Statues.

Manapement’s Response:

The Village will review and make year- end budget adjustments in order to be in compliance.
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2005-2 Failure to submit audit report on time

Statement of Condition;

The village did not submit the audit report on time for the year ended June 30, 2007.
Criteria:

Per SAO Rule 2.2.2.9 A (1), (d), The audit report for municipalities must be submitted by December 1,
2007.

Cause:

The contract was not acquired in time to allow completion of the audit by the required deadline.
Effect:

An audit report not issued in a timely manner may adversely affect management’s decision making.

Recommendation:

The contract auditor should complete the audit by the required deadline.

Management’s Response:

The Villages 2006 audit report was released until January 26, 2010 and the audit for 2007 could not start
until after that date.
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Exit Conference

This report was discussed with the following individuals at an exit conference held on November 23,
2010.

Village of Encino

John G. Phillips I11, Mayor
Loretta Chavez, Clerk/Treasurer
Audit Firm

Raymond J. Garcia, CPA
Garcia and Associates, CPA, LLC

Financial Statement Audit

Preparation of the Financial Statements

The basic financial statements and notes to the financial statements for the year ended June 30, 2007,
were substantially prepared by the independent certified public accountant performing the audit;
however, maintaining the audited entity's books and records is the responsibility of its management.
Accordingly, management is responsible for ensuring that these books and records adequately support
the preparation of financial statements in accordance with generally accepted accounting principles and
that records are current and in balance.
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