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STATE OF NEW MEXICO
VILLAGE OF HOUSE
BALANCE SHEET - GOVERNMENTAL FUNDS
June 30, 2019

Major Funds

General Fund Fire Protection Municipal Street

ASSETS
Cash $ 148,659 $ 7,964 $ 14,292
Certificates of Deposit 10,000 85,000 20,000
Total assets $ 158,659 $ 92,964 $ 34,292

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable $ 09 0 $ 0
Total liabilities 0 0 0

Fund balances:

Spendable
Restricted:
Special revenue funds 0 92,964 34,292
Capital projects funds 0 0 0
Debt service fund 0 0 0
Unassigned, reported in:
General fund 158,659 0 0
Total fund balances 158,659 92,964 34,292
Total liabilities and fund balances $ 158,659 $ 92964 $ 34,292

See the accompanying notes and accountant's report.



STATE OF NEW MEXICO
VILLAGE OF HOUSE
BALANCE SHEET - GOVERNMENTAL FUNDS
June 30, 2019

Major Funds Nonmajor Funds

Governmental
Debt Service Funds Total
ASSETS
Cash $ 0% 14,735 185,650
Investments 0 0 115,000
Total assets $ 0 § 14,735 300,650
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 09 0 0
Total liabilities 0 0 0
Fund balances:
Spendable
Restricted:
Special revenue funds 0 8,597 135,853
Capital projects funds 0 6,138 6,138
Debt service fund 0 0 0
Unassigned, reported in:
General fund 0 0 158,659
Total fund balances 0 14,735 300,650
Total liabilities and fund balances $ 0 $ 14,735 300,650

See the accompanying notes and accountant's report.






STATE OF NEW MEXICO
VILLAGE OF HOUSE

COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS

ASSETS
Cash and cash equivalents

Total assets

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable

Total liabilities

Fund balances:
Spendable
Restricted to:
Special revenue fund
Capital projects fund
Unassigned to:
Capital projects fund

Total fund balances

Total liabilities and fund balances

June 30, 2019

Capital Projects

Special Revenue Funds Fund
Environmental
GRT EMS LEPF Infrastructure Total
5,388 $ 3,209 $ 03 6,138 14,735
5388 $§ 3,209 $ 0 $ 6,138 14,735
0s 0s 0s 0 0
0 0 0 0 0
5,388 3,209 0 0 8,597
0 0 0 6,138 6,138
0 0 0 0 0
5,388 3,209 0 6,138 14,735
5388 $ 3,209 $ 0 $ 6,138 14,735

See the accompanying notes and accountant's report.



STATE OF NEW MEXICO
VILLAGE OF HOUSE

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

GOVERNMENTAL FUNDS
June 30, 2019

Major Funds

Municipal
General Fund Fire Protection Street
REVENUES
Taxes:

Property taxes $ 5477 $ 0% 0

Gross receipts taxes 21,359 0 0

Gasoline and motor vehicle taxes 478 0 4,632
Intergovernmental:

State operating grants 90,000 96,778 0
Charges for services 14,077 0 469
Licenses and fees 343 0 0
Investment income 0 740 0
Miscellaneous 9,117 8,382 0

Total revenues 140,851 105,900 5,101
EXPENDITURES
Current:

General government 82,007 0 0

Public safety 0 59,733 0

Public works 44,712 0 1,851

Culture and recreation 2,114 0 0

Capital outlay 0 0 0
Debt services:

Principal 0 0 0

Interest 0 0 0

Total expenditures 128,833 59,733 1,851

Excess (deficiency) of revenues over
expenditures 12,018 46,167 3,250

Other financing sources (uses):

Loan proceeds (payments) 0 0 0
Transfers in (out) 0 (25,273) 0
Total other financing sources (uses) 0 (25,273) 0
Net changes in fund balances 12,018 20,894 3,250
Fund balances - beginning of year 146,641 72,070 31,042
Fund balances - end of year 3 158,659 $ 92,964 $ 34,292
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STATE OF NEW MEXICO
VILLAGE OF HOUSE

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

GOVERNMENTAL FUNDS
June 30, 2019

Major Funds Nonmajor Funds

Governmental
Debt Service Funds Total
REVENUES
Taxes:

Property taxes $ 09 03 5,477

Gross receipts taxes 0 1,677 22,936

Gasoline and motor vehicle taxes 0 0 5,110
Intergovernmental:

State operating grants 0 29,254 216,032
Charges for services 0 0 14,546
Licenses and fees 0 0 343
Investment income 0 0 740
Miscellaneous 0 50 17,549

Total revenues 0 30,881 282,733
EXPENDITURES
Current:

General government 0 0 82,007

Public safety 0 26,095 85,828

Public works 0 270 46,833

Culture and recreation 0 0 2,114

Capital outlay 0 0 0
Debt services:

Principal 23,671 0 23,671

Interest 1,602 0 1,602

Total expenditures 25,273 26,365 242,055

Excess (deficiency) of revenues over
expenditures (25,273) 4,516 40,678

Other financing sources (uses):

Loan proceeds 0 0 0
Transfers in (out) 25,273 0 0
Total other financing sources (uses) 25,273 0 0
Net changes in fund balances 0 4,516 40,678
Fund balances - beginning of year 0 10,219 259,972
Fund balances - end of year 3 0 $ 14,735 § 300,650
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STATE OF NEW MEXICO
VILLAGE OF HOUSE

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

REVENUES

Taxes:
Gross receipts
Intergovernmental:

State operating grants

Miscellaneous
Total revenues

EXPENDITURES
Current:

Public safety
Public work

Debt service:
Principal payment
Interest

Capital outlay:
Public work

Total expenditures

Excess revenues (deficiency) of
revenues over expenditures

Other financing sources (uses):

Loan proceeds
Transfers in (out)

Total other financing sources (uses)
Net changes in fund balances
Fund balances - beginning of year

Fund balances - end of year

NONMAJOR GOVERNMENTAL FUNDS
June 30, 2019

Capital Projects
Special Revenue Funds Fund

Environmental

GRT EMS LEPF Infrastructure Total
$ 526 § 0 3 0 $ 1,051 § 1,577
0 9,254 20,000 0 29,254
0 50 0 0 50
526 9,304 20,000 1,051 30,881
0 6,095 20,000 0 26,095
270 0 0 0 270
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
270 6,095 20,000 0 26,365
256 3,209 0 1,051 4,516
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
256 3,209 0 1,051 4,516
5,132 0 0 5,087 10,219
$ 5388 $ 3,209 $ 03 6,138 $ 14,735

See the accompanying notes and accountant's report.



STATE OF NEW MEXICO
VILLAGE OF HOUSE
STATEMENT OF NET POSITION - PROPRIETARY FUNDS
June 30, 2019

Major Fund Nonmajor Fund

Water Fund Cemetery Fund Total
ASSETS
Current assets:
Cash and cash equivalents $ 20,179 $ 4320 $ 24,499
Certificates of Deposit 42,567 0 42,567
Due from other funds 0 0 0
Total current assets 62,746 4,320 67,066
Noncurrent assets:
Unamortized bond issuance cost 0 0 0
Capital assets 24,600 0 24,600
Less: accumulated depreciation 0 0 0
Total noncurrent assets 24,600 0 24,600
Total assets $ 87,346 $ 4320 $ 91,666
LIABILITIES AND NET POSITION
Liabilities
Current liabilities:
Total current liabilities $ 0 $ 0 $ 0
Noncurrent liabilities:
Total noncurrent liabilities 0 0 0
Total liabilities 0 0 0
Net Position:
Net investment in capital assets 24,600 0 24,600
Unrestricted net position 62,746 4,320 67,066
Total net position 87,346 4,320 91,666
Total liabilities and net position $ 87,346 $ 4320 $ 91,666

See the accompanying notes and accountant's report.
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STATE OF NEW MEXICO
VILLAGE OF HOUSE

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND NET POSITION -

PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2019

Major Fund Nonmajor Fund

Water Fund Cemetery Fund Total
OPERATING REVENUES
Charges for services $ 14,283 $ 03 14,283
Taxes:
Gross receipts 4,865 0 4,865
Miscellaneous 0 0 0
Total operating revenues 19,148 0 19,148
OPERATING EXPENSES
General and administrative 3,485 0 3,485
Personnel services 3,324 0 3,324
Contractual services 0 0 0
Supplies and purchased power 1,886 0 1,886
Maintenance and materials 727 0 727
Utilities 1,121 0 1,121
Depreciation 0 0 0
Amortization expense 0 0 0
Total operating expenses 10,543 0 10,543
Operating income (loss) 8,605 0 8,605
NON-OPERATING REVENUES (EXPENSES)
Investment income 0 0 0
Miscellaneous 0 0 0
Total non-operating revenues (expenses)
Net Transfers in (out) 0 0 0
CHANGE IN NET POSITION 8,605 0 8,605
Net position - beginning of year 78,741 4,320 83,061
Net position - end of year 3 87,346 $ 4320 $ 91,666

See the accompanying notes and accountant's report.



STATE OF NEW MEXICO
VILLAGE OF HOUSE
OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES

Notes to the Financial Statements
June 30, 2019

Note 1 — Summary of Significant Accounting Policies

The Village of House (Village) is incorporated as a municipality in the State of New Mexico. The Village
operates under an elected Mayor-Council form of government and provides the following services as
authorized by its charter: public safety (fire), streets, public improvements, planning and zoning, water
services and general government administrative services.

This summary of significant accounting policies of the Village is presented to assist in the understanding
of the Village’s financial statements. The financial statements and notes are the representation of the
Village’s management who is responsible for their integrity and objectivity. The financial statements of the
Village have been prepared in conformity the requirements of 2.2.2.16 New Mexico Administrative Code
(NMAC) as applied to government units with annual revenues under $500,000. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The more significant of the government’s accounting policies
are described below.

A. Financial Reporting Entity

The accompanying financial statements present the Village of House, a primary government, which
has no component units. Management evaluated any potential component units by applying the
criteria set forth in GASB No. 14 and No. 61 in making the determination it had no component units
and is not a component unit of another government.

B. Fund Financial Statements

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

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

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

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available if they are collected within 60
days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when payment is
due. Management has elected not to record accruals of revenue or expenditures for the current year
as the amount of such accruals is not considered material to the financial statements and, therefore,
closely approximates the modified accrual basis of accounting.
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STATE OF NEW MEXICO
VILLAGE OF HOUSE
OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES

Notes to the Financial Statements
June 30, 2019

Note 1- Summary of Significant Accounting Policies (continued)
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation (continued)

Property taxes, franchise taxes, licenses and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period, subject to the availability criterion. (Quay County, the collecting agent for the Village, is unable
to report the amount of delinquent tax currently due to the Village.) Sales and use taxes are classified
as derived tax revenues and are recognized, net of estimated refunds and uncollectible amounts, as
revenue when the underlying exchange takes place or when the resources were received, whichever
occurs first and the revenues are measurable and available. Grants and similar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been met. All other
revenue items are considered to be measurable and available only when cash is received by the
government.

Included as operating grants are: Small Cities Assistance, State Law Enforcement and
EMS, as well as other small operational grants.

Expenditure-driven grants are recognized as revenue when the qualifying expenditures have
been incurred and all other grant requirements have been met and the susceptibility to
accrual criteria have been met subject to the availability criterion.

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

Under the requirements of GASB No. 34, the Village is required to present certain of its
governmental funds as major based upon specific criteria.

The Village reports the following major governmental funds:

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

Fire Protection Fund - to account for the operations and maintenance of the fire
department. Financing is provided by state collected taxes for fire protection. State
Statute 59A-53-1, NMSA 1978.

Municipal Streets Fund - to account for the collection of gasoline taxes for the purpose
of improving the Village Streets. Funding is provided under State 7-13-18, NMSA 1978
and distributed to municipalities under Section 7-1-6.9.

Debt Service Fund - to account for the accumulation of resources from the payment of
principal, interest, and related costs on long-term debt.

The Village reports the following major proprietary fund:

The Water Fund accounts for the Village's water services and all activities necessary to
provide such services.

13



STATE OF NEW MEXICO
VILLAGE OF HOUSE
OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES

Notes to the Financial Statements
June 30, 2019

Note 1- Summary of Significant Accounting Policies (continued)
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation (continued)

Proprietary funds are reported using the economic resources measurement focus and the accrual
basis of accounting. For the current year, management has not accrued revenues or expenses as
such amounts would not be material to the financial statements and, therefore, approximate the
accrual basis of accounting.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing operations. The principal operating revenues
of the utility fund are charges to customers for sales and services. Operating expenses for enterprise
funds include the cost of sales and services and administrative expenses.

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, it is the Village’s policy to use
restricted resources first, then unrestricted resources as they are needed.

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position or Fund Equity

Deposits and Investments: The Village’s cash and cash equivalents are considered to be cash on
hand, demand deposits and short-term investments with original maturities of three months or less
from the date of acquisition. State statutes authorize the Village to invest in Certificates of Deposit,
obligations of the U.S. Government, and the State Treasurer’s Investment Pool.

Receivables and Payables: Interfund activity is reported as loans, services provided,
reimbursements or transfers. Loans are reported as interfund receivables and payables as
appropriate. 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 its related cost as a reimbursement. All other interfund
transactions are treated as transfers. At June 30, 2019, the Village had no interfund loans.

All receivables are reported at their gross value and, where appropriate, are reduced by the estimated
portion that is expected to be uncollectible.

For the current year, receivables and payables have not been recorded as management has
determined such amounts are not material to the financial statements.

Property Taxes: Property taxes are levied on November 1st based on the assessed value of
property as listed the previous January and are due in two payments by November 10th and April
10th. Property taxes uncollected after May 10th are considered delinquent. The taxes attach as an
enforceable lien on property as of January 1st.

14



STATE OF NEW MEXICO
VILLAGE OF HOUSE
OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES

Notes to the Financial Statements
June 30, 2019

Note 1- Summary of Significant Accounting Policies (continued)

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position or Fund Equity
(continued)

Inventories and Prepaid Items: Proprietary fund inventories are recorded at the lower of cost or
market on a first-in, first-out basis, and consist of operating supplies held for use in operations and are
recorded as expenditures when consumed rather than when purchased. Such inventory items have
not been recorded for the current year, as management has determined the amount of inventory to
not be material.

Restricted Assets: Restricted assets consist of those funds expendable for operating purposes but
restricted by donors or other outside agencies as to the specific purpose for which they may be
expended.

Capital Assets: Capital assets, which include property, plant and equipment, are reported in the
applicable business-type financial statements. Capital assets are defined by the government as
assets with an estimated useful life in excess of one year. Such assets are recorded at historical cost
or estimated historical cost if purchased or constructed. The Village does not have an infrastructure
capital asset schedule. Depreciation is not recorded in the current or prior years.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized. The policy of the Village is to capitalize assets with a cost in
excess of $5,000.

Major outlays for capital assets and improvements are capitalized as projects are constructed.
Interest incurred during the construction phase of capital assets of business-type activities is included
as part of the capitalized value of the asset constructed. The Village did not have any construction
projects in the current year.

Deferred Outflows/Inflows of Resources: In addition to assets and liabilities, governments may
report a separate section for deferred outflows and/or inflows of resources. Deferred outflows of
resources represent a consumption of net position that applies to a future period and, therefore, will
not be recognized as an expense or expenditure until that time.

Deferred inflows of resources represent an acquisition of net position that applies to a future period
and, therefore, revenue will not be recognized until the future period.

During the current year, the Village had no deferred outflows or inflows of resources.

Deferred Revenues: Accounting principles generally accepted in the United States of America
require that grant revenue (voluntary nonexchange transactions) be recognized as revenue when all
eligibility requirements have been met and recognized as revenue in the governmental fund financial
statement subject to the availability criterion. Amounts received from reimbursement basis grants are
recorded as deferred revenue in the governmental fund financial statements when received more than
60 days after year end. The Village had no deferred revenues for the current year.

15



STATE OF NEW MEXICO
VILLAGE OF HOUSE
OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES

Notes to the Financial Statements
June 30, 2019

Note 1- Summary of Significant Accounting Policies (continued)

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position or Fund Equity
(continued)

Compensated Absences: The Village has not recorded a liability for compensated absences as
management believes such amounts are not material.

Long-term Obligations: In the proprietary fund types in the fund financial statements, long-term debt
and other long-term obligations are reported as liabilities in the proprietary fund type statement of net
position. Bonds payable are reported net of the applicable bond premium or discount. For fund
financial reporting, bond premiums, discounts, as well as issuance costs, are recognized in the period
the bonds are issued. Bond proceeds are reported as another financing source net of the applicable
premium or discount. Issuance cost, even if withheld from the actual net proceeds received, are
reported as debt service expenditures. For the current year, the Village had no debt to report in the
proprietary funds. Governmental fund debt is disclosed in Note 6.

Fund Equity: In the fund financial statements, governmental funds report reservations of fund balance
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. In addition to the nonspendable fund balance, GASB No. 54 has provided a hierarchy of
spendable fund balances based on a hierarchy of spending constraints.

e Nonspendable: includes amounts that are (a) not in spendable form, or (b) legally or
contractually required to be maintained intact. The “not in spendable form” criterion includes
items that are not expected to be converted to cash, for example: inventories, prepaid
amounts, and long-term notes receivable. (The Village had no material nonspendable fund
balance for the current year.)

e Restricted: fund balances that are constrained by external parties, constitutional provisions, or
enabling legislation.

o Committed: fund balances that contain self-imposed constraints of the government from its
highest level of decision making authority. Commitments will only be used for specific
purposes pursuant to a formal action of the decision makers.

e Assigned: fund balances that contain self-imposed constraints of the government to be used
for a particular purpose.

e Unassigned: fund balances of the general fund that is not constrained for any particular
purpose.

When both restricted and unrestricted resources are available for use, it is the Village’s policy to use
externally restricted resources first, then unrestricted resources — committed, assigned, and
unassigned — in order as needed.

Estimates: The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect certain reported amounts and disclosures. Accordingly, actual results could differ from
those estimates.

16



STATE OF NEW MEXICO
VILLAGE OF HOUSE
OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES

Notes to the Financial Statements
June 30, 2019

Note 1- Summary of Significant Accounting Policies (continued)

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position or Fund Equity
(continued)

Regulatory Presentation

The financial statements have been prepared using a special framework of accounting in accordance
with the requirements of 2.2.2.16 New Mexico Administrative Code (NMAC). This financial
presentation excludes government-wide financial statements and related disclosures and the
proprietary fund statement of cash flows required by the Governmental Accounting Standard Boards.
Governmental fund capital assets and long-term debt are reported only in the notes to financial
statements and are not included in the governmental fund financial statements. The government does
not report depreciation expense or accumulated depreciation on its capital assets. The financial
statements are, therefore, presented on a basis of accounting other than generally accepted
accounting principles.

Note 2 — Stewardship, Compliance and Accountability
Budgetary Information

The Village Charter establishes the Village's fiscal year as the twelve-month period beginning July 15t and
ending June 30%. Prior to June 1!, management prepares a proposed operating budget of estimated
revenues, expenditures, and transfers for the ensuing fiscal year for the General Fund, Special Revenue
Funds, Debt Service Funds, Capital Projects Fund and Proprietary Funds. Management subsequently
submits the budget (1) to the New Mexico Department of Finance and Administration for review and
approval;, and (2) to the Village Council for review and enactment of a resolution legally adopting the
budget. Once approved, the Village Council may amend the legally adopted budget when unexpected
modifications are required in estimated revenues and appropriations. Additionally, the New Mexico
Department of Finance and Administration must approve any amendments to the budget.

Each funds’ appropriated budget is prepared on a detailed line item basis. Revenues are budgeted by
department and general ledger account. Expenditures are budgeted by department and general ledger
account. Expenditures may not exceed appropriations at the fund level. All budget revisions at this level
are subject to final review and approval by the Village Council and the Department of Finance and
Administration. Revisions to the budget were made throughout the year. These budgets are prepared on a
non-GAAP cash budgetary basis.

Encumbrance accounting under which purchase orders, contracts and other commitments for the
expenditure of monies are recorded in order to reserve that portion of the applicable appropriation, is not
employed as an extension of formal budgetary integration in the General Fund, Special Revenue Funds,
and Capital Projects Funds.

The budgetary information presented in these financial statements has been amended in accordance with
the above procedures as reflected in the accompanying Statements of Revenues, Expenditures and
Changes in Fund Balance — Budget (Non — GAAP budgetary Basis) and Actual.

17



STATE OF NEW MEXICO
VILLAGE OF HOUSE
OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES

Notes to the Financial Statements
June 30, 2019

Note 3 — Deposits and Investments

Section 6-10-10, NMSA 1978 authorizes municipalities to deposit money in a wide variety of instruments
in banks, savings and loan associations or credit unions located in their respective counties. All invested
funds of the Village properly followed state investment requirements at June 30, 2019, and were only
invested in deposits with local financial institutions.

The official custodian of a government deposit account is separately insured for $250,000 in the
aggregate for “time and savings deposits” and $250,000 in the aggregate for all “demand deposits”.

Deposits of funds in financial institutions may be made in interest or non-interest bearing accounts to the
extent that they are insured by an agency of the United States and/or secured by collateral or a bond
provided by the financial institution. The rate of interest in non-demand accounts is set by the State Board
of Finance, but cannot be less than one hundred percent of the asked price on US Treasury bills of the
same maturity on the day of deposit.

Treasurers of smaller municipalities, with the advice and consent of their respective boards of finance,
may invest in:

e Bonds or negotiable securities of the United States, the state, a county, municipality or school
district that meets specified requirements; or

o Securities that are issued and backed by the full faith and credit of the United States government
or issued by its agencies or instrumentalities.

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank failure, the
Village’s deposits may not be returned to it. The Village does not have a deposit policy for custodial credit
risk. The Village only invest in bank certificates of deposit at June 30, 2019.

New Mexico State Statutes require collateral pledged for at least 50% of deposits in excess of the federal
deposit insurance to be delivered, or a joint safekeeping receipt be issued to the Village. There were no
securities pledged to secure the deposits as total deposits were fully insured.

Credit Risk, Interest Rate Risk, Concentration of Credit Risk, Foreign Currency Risk. The Village has not
adopted an investment policy related to any of these risks; however, management minimizes these risks

by making short-term deposits which limits exposure to market volatility related to interest rates. The
Village does not invest in financial instruments with exposure to concentration or credit risk or in any
investments denominated in foreign currency.
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STATE OF NEW MEXICO
VILLAGE OF HOUSE

OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES

Notes to the Financial Statements
June 30, 2019

Note 3 — Deposits and Investments (continued)

Citizens Bank, Citizens Bank,
Tucumcari, NM Tucumecari, NM
Demand Deposits Time Deposits

Total amount of deposits on June 30, 2019  $ 215,867 $ 157,567
Less: FDIC coverage (250,000) (250,000)
Total uninsured (excess) public funds (34,133) (92,433)
Pledged Collateral 0 0
Uninsured (excess) and uncollateralized $ (34,133) $ (92,433)

50% collateral requirement (as per Section

6-10-17, NMSA,1978) $ 0 9 0
Total pledged collateral 0 0
Pledged collateral (over) under the

requirement $ 0 $ 0

The types of collateral allowed are limited to direct obligations of the United States Government and all
bonds issued by any U. S. Government Agency or political subdivision of the State of New Mexico. No

collateral was required at June 30, 2019.

Reconciliations to the Statement of Net Position: The reconciled carrying amounts of deposits shown
above are included in the Village’s statement of net position are $300,650 for governmental activities and

$67,066 for business-type activities for a total of $367,716.

Note 4 — Interfund Receivables, Payables, and Transfers

Interfund Receivables and Payables
There were no interfund receivables/payables during the year ended June 30, 2019.

Interfund transfers:

Transfer in Transfer out Net Transfers

Debt service fund $ 25,273 Fire Protection Funds $ 25,273

$ 25,273 $ 25,273 %

0

Transfers from the fire protection fund are used during the year to make the debt service payment on the

fire pumper.
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STATE OF NEW MEXICO
VILLAGE OF HOUSE
OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES

Notes to the Financial Statements
June 30, 2019

Note 5 — Capital Assets

The Village Council conducted a physical inventory of chattels at June 30, 2019 as required by Section
12-6-10 NMSA 1978; however, due to limited personnel resources, Management was unable to timely
compile the physical inventory count into capital asset classifications. Therefore, the financial
statements do not reflect the schedule of changes in capital assets for the year for the governmental
funds or the proprietary funds. Additionally, as the Village does not provide for depreciation,
depreciation expense and the related accumulated depreciation is not reflected in the financial
statements of the Proprietary Water Fund.

Note 6 — Long-term Debt
Governmental Funds

The following is a schedule of changes in long—term debt:

Balance Balance
June 30, Principal June 30, Due within
2018 Additions payments/use 2019 one year

NMFA Loans $ 48,109 $ 0 $ 23670 $ 24439 $ 24,439
Total $ 48,109 $ 0 $ 23670 $ 24439 $ 24439
NMFA Loans

The Village has entered into a loan agreement with the New Mexico Finance Authority for an acquisition
of a Class A Pumper Tanker. This debt is subject to intercept agreements from the pledged revenues
from the Fire Protection Fund distribution. NMFA loan is as follows:

Annual
Original Balance Loan
Interest Amount of June 30, Intercept
Description Date of Issue Rate Issue 2019 Payments
NMFA PPRF -
Disadvantaged 3.23% to
Program November 10, 2009  3.64% $ 213150 $ 24,439 $ 25273
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Notes to the Financial Statements
June 30, 2019

Note 6 — Long-term Debt (continued)

The annual requirement to amortize the loans as of June 30, 2019, including interest payments are

as follows:
Fiscal year
ending June Total Debt
30, Principal Interest Service
2020 $ 24439 $ 834 $ 25,273

$ 24439 $ 834 $ 25273

Note 7 — Risk Management

The Village is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The Village of House has
obtained general liability, auto, crime, buildings and contents, equipment, law enforcement officers, and
public official’'s liability, volunteer coverage, workers' compensation through New Mexico Self Insurers
Fund, operating as a common risk management insurance program. Total premiums paid to the NM Self-
Insurer’s Fund for fiscal year 2019 was $29,076.

Note 8 — PERA Pension Plan
Employees of the Village are not covered by PERA or any other retirement plan.

Note 9 — Post Employment Benefits
The Village has elected not to participate in the New Mexico Retiree Health Care Act.

Note 10 — Contingencies

The Village of House may participate in federal and state programs that are fully or partially funded by
grants received from other governmental units. Expenditures financed by grants are subject to audit by the
appropriate grantor government. If expenditures are disallowed due to noncompliance with grant program
regulations, the Village of House may be required to reimburse the grantor government.

Note 11 - Deficit Fund Balances and Excess of Expenditures Over Appropriations
2.2.2.10 NMAC requires disclosures of certain information concerning individual funds including:

A. There were no expenditures in excess of budget.

B. There were no deficit fund balances of individual funds at June 30, 2019.
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Notes to the Financial Statements
June 30, 2019

Note 12 - Joint- Powers Agreement

The Village participates with the City of Tucumcari, Cannon Air Force and other Quay County entities in
the operation of a dispatch center.

Note 13— Subsequent Events

The date to which events occurring after June 30, 2019, the date of the most recent statement of net
position, have been evaluated for possible adjustment to the financial statements or disclosures is
December 12, 2019, which is the date on which the financial statements were available to be issued.

Note 14 - Special Revenue Nonmajor Funds, Capital Project Fund and Proprietary Nonmajor Funds

SPECIAL REVENUE NONMAJOR FUNDS

Environmental GRT Fund - to account for the collection of receipts for the purpose of complying with the
environmental department requirements. Funding is provided for under State Statute 24-10B, NMSA 1978.

Emergency Medical Services (EMS) - to account for grant funds received by the Village from State sources
for development of an EMS system. Funding is provided for under State Statute 24-10A-1 to 24-10A-10,
NMSA 1978.

Law Enforcement Protection Fund (LEPF)- to account for the receipts and expenditures of a Special State
grant for the police department. The grant may be used only for the operations of the police department.
Funding is provided for under State Statute 29-13-9, NMSA 1978.

CAPITAL PROJECT FUND

Infrastructure Fund - to account for the Village's share of gross receipts tax that is legally restricted to the
purchase of raw materials for the roads within the government's boundaries under State Statute 7-1-6.27,
NMSA 1978.

PROPRIETARY NONMAJOR FUND

Cemetery Fund - to account for monies received for the cemetery and to expend them on behalf of the
Cemetery Fund.
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Exit Conference and Financial Statement Preparation
June 30, 2019

Exit Conference

An exit conference was conducted on December 11, 2019, in a closed meeting pursuant to Section 12-6-5
NMSA, 1978 with the following individuals in attendance:

Village of House

Sherman Martin - Village Mayor
Shannon Aikman - Clerk/Treasurer

R. Kelly McFarland, CPA, PC

R. Kelly McFarland, CPA

Financial Statement Preparation

The financial statements of the Village of House as of, and for the year ended, June 30, 2019, were prepared by
R. Kelly McFarland, CPA, PC, with the aid of responsible Village management. Official responsible personnel
agree that the presentations are made with their knowledge and agreement.
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SCHEDULE OF PROCEDURES AND RESULTS
JUNE 30, 2019

2. Cash, continued

Results of Procedures, continued

| noted footing and cross footing errors on the August and November reconciliations
of $20,000 and $35,000, respectively, although the monthly ending cash balance
correctly reflects the reconciled cash balance for each month (within $100). The
errors relate to confusion as to how maturities and purchases of certificates of
deposit should be reflected on the reconciliation form to reconcile all Village Cash
and force balancing the reconciliation. The bank reconciliations for March and June
correctly reflect the reconciled cash balance without footing errors.

The March and June reconciliations reflect an adjustment for the $100 change fund
which had caused cash to be out of balance by $100 in previous years.

As of the June, 2019 bank reconciliation, a Council member began reviewing and
initialing the bank reconciliation.

c) | noted the bank account balance for the month of August exceeded the FDIC
insurance limit for demand deposits of $250,000 by $3,137 and that there were no
securities pledged by the Village’s bank for this excess. The Village Clerk was

unaware of the pledging requirements as the demand account balance seldom
exceeds $250,000.

3. Capital Assets
Procedure

Verify that the local public body is performing a yearly inventory as required by
Section 12-6-10, NMSA 1978.

Results of Procedure

The Village Council conducted an inventory of all chattels owned by the Village for
the year ended June 30, 2019 and certified the inventory by resolution. | noted that
the inventory count sheets, while totaled, still need to be compiled into a permanent
capital asset record. A reconciliation of the beginning balance of capital assets plus
purchases less deleted items was not prepared, nor have the totals of the final
capital asset inventory been determined.

4. Debt

Procedure

If the local public body has any debt, verify that all required payments were made
during the year. If the debt agreement requires reserves, verify that the local public
body is in compliance with those requirements.
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SCHEDULE OF PROCEDURES AND RESULTS
JUNE 30, 2019

. Debt, continued

Results of Procedure

The Village has a loan with the New Mexico Finance Authority for a fire pumper.
Payments are made with an intercept from the New Mexico Fire Allotment and are
current. The Village is in compliance with its loan agreement.

. Revenue

Procedures

Identify the nature and amount of revenue from sources by reviewing the budget,
agreements, rate schedules, and underlying documentation.

a)

Perform an analytical review; test actual revenue compared to budgeted
revenue for the year for each type of revenue.

Select a sample of revenues equal to at least 30% of the total dollar amount and test
the following attributes:

a) Amount recorded in the general ledger agrees to the supporting

b)

documentation and the bank statement.

Proper recording of classification, amount, and period per review of
supporting documentation and the general ledger. Perform this revenue work
on the same accounting basis that the local public body keeps its accounting
records on cash basis, modified accrual basis, or accrual basis.

Results of Procedures

a)

b)

| performed an analytical review by developing a report comparing actual
revenue with the final adjusted budget and the current year and the prior
year. The only significant variance is for gross receipts taxes which exceeded
budgeted amounts and the prior year's actual revenue by $11,112 and
$9,179 respectively. The variance resulted from unexpected construction in
the area. Other miscellaneous revenues consisting primarily of sales of
unprocessed water for construction, was less than had been budgeted by
$13,823, as less water was sold than had been expected.

| selected revenues of $120,708 equal to approximately 40% of total cash
basis revenues of the Village and agreed the amounts to the general ledger,
supporting documentation, proper classification, proper period recognition
and deposits to the bank. | noted no exceptions.



STATE OF NEW MEXICO
VILLAGE OF HOUSE

OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES

SCHEDULE OF PROCEDURES AND RESULTS
JUNE 30, 2019

6. Expenditures

Procedures

Select a sample of cash disbursements equal to at least 30% of the total dollar
amount and test the following attributes:

a)

b)

Determine that the amount recorded as disbursed agrees to adequate
supporting documentation. Verify that the amount, payee, date and
description agree to the vendor’'s invoice, purchase order, contract and
cancelled check, as appropriate.

Determine that the disbursements were properly authorized and approved
in compliance with the budget, legal requirements and established policies
and procedures.

Determine that the bid process (or request for proposal process, if
applicable), purchase orders, contracts and agreements were processed in
accordance with the New Mexico Procurement Code (Section 13-1-28
through 13-1-199, NMSA 1978) and State Purchasing Regulations (1.4.1
NMAC) and Regulations Governing the Per Diem and Mileage Act (2.42.2
NMAC).

Results of Procedures

a)

b)

c)

| selected 13 transactions totaling $142,142 or 53.3% of the total annual
expenses. | verified the amount paid, payee, date and descriptions agreed
with the vendor’s invoice, purchase voucher, contract and cancelled check,
as appropriate. | noted no exceptions.

Disbursements were approved by the Village Council each month.
Authorization and approval are in compliance with the budget legal
requirements and established policies and procedures for the items tested.

| noted an expenditure in the amount of $27,935 was in noncompliance
with the requirements of NMAC 1.4.1.51, to obtain three written quotes or
documentation explaining why such quotes could not be obtained.

Additionally, | noted that the Village’s new procurement policy adopted on
March 11, 2019, includes contradictory requirements for purchases under
$20,000 which may be acquired at best available price but purchases
greater than $5,001 require a “competitive sealed bid process”. As the
purchases referenced above are in excess of both thresholds of $5,001
and $20,000, the Village would be in violation of its own policy which would
require a sealed bid process.
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6. Expenditures, continued

Results of Procedures, continued

The Village does not provide per diem for travel but reimburses actual cost to
employees and officials for travel. The expenses are paid with a Village credit card.
Credit card charges are reviewed by the Village Council. No exceptions were noted.

7. Journal Entries
Procedures

Test all non-routine journal entries, adjustments, and reclassifications posted to the
general ledger for the following attributes:

a) Journal entries appear reasonable and have supporting documentation.

b) The local public body has policies and procedures that require journal entries
to be reviewed and there is evidence the reviews are being performed.

Results of Procedures

The Village maintains its cash basis books of account on Excel spreadsheets
which serves as its general ledger. Transactions are recorded in QuickBooks
which is used as a journal for posting to the general ledger. The Village prepares
routine “journal entries” to classify expenditures paid from its single bank account
to the proper fund in its journal used for posting the Excel spreadsheets. These
journal entries appear proper and properly supported by appropriate
documentation. As the Village books of account are totally cash basis, the general
ledger has no other assets or liabilities; therefore, the Village does not have non-
routine journal entries as that term is used for accrual accounting.

8. Budget

Procedures

Obtain the original fiscal year budget and all budget adjustments made
throughout the fiscal year and perform the following test work:

a) Verify, through a review of the minutes and correspondence, that the original
budget and subsequent budget adjustments were approved by the local public
body’s governing body and DFA-LGD.

b) Determine if the total actual expenditures exceeded the final budget at the legal
level of budgetary control; if the answer is yes, report a compliance finding.
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JUNE 30, 2019

8. Budget, continued

Procedures, continued

c)

From the original and final approved budgets and general ledger, prepare a
schedule of revenues and expenditures — budget and actual on the
budgetary basis used by the local public body (cash, accrual or modified
accrual basis) for each individual fund.

Results of Procedures

a)

b)

c)

| obtained and reviewed a copy of the Local Government Division of the
Department of Finance and Administration (DFA) budget approval letter for
the 2019 fiscal year. |, also, obtained copies of the minutes for budget
resolutions amending the budget.

| reviewed the Statement of Revenues and Expenditures and Changes in
Cash Balances - Budget and Actual on the Budgetary Basis (cash). All
funds were in budgetary compliance.

| also noted a budgeting error in the Fire Protection Fund in which the debt
service was budgeted as an expenditure with no fund transfer to the Debt
Service fund. The debt service expenditure was also budgeted in the Debt
Service Fund.

A Statement of Revenues and Expenditures and Changes in Cash — Budget
(Non-GAAP budgetary basis) and actual on the budgetary basis for each
individual fund has been prepared.

9. Capital Outlay Appropriations

Procedure

Only perform capital outlay appropriations procedures and reporting when the
capital outlay appropriation funding was expended during the fiscal year.

Results of Procedure

No capital outlay appropriations were funded or expended during this fiscal year.
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10. Other

Procedure

If information comes to the IPA’s attention (regardless of materiality) indicating any
fraud, illegal acts, noncompliance, or any internal control deficiencies, such
instances must be disclosed in the report as required by Section 12-6-6 NMSA,
1978. The findings must include all required content detailed in Section 2.2.2.10(L)
NMAC.

Results of Procedure

| did not note other matters requiring disclosure in this report.
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Current Findings
(2017-002) Capital Assets — Repeated and Modified (Significant Deficiency)

Condition

The inventory of capital assets performed and certified by the Village, consisting only of the
inventory count sheets, has not been compiled into a permanent record. The Village was
therefore unable to reconcile the beginning capital asset balances, plus additions, less deletions
to the ending balance of capital assets at June 30, 2019 to properly reflect capital assets in its
financial statements.

The Village Council elected to defer preparation of a depreciation schedule for two years.
Financial statements reflecting depreciation expense cannot be prepared.

The Village has made substantial progress from the prior year in conducting the annual
inventory of capital assets; however, for the inventory to be usable to control capital assets and
to prepare its financial statements, the inventory count sheets necessarily must be compiled into
a permanent record of the Village Capital assets. No progress has been made in preparing a
depreciation schedule or in compiling accurate capital asset totals.

Criteria

GASB Codification 1400, Capital assets, requires governments to depreciate capital assets.
Section 2.2.2 NMAC requires governments to follow pronouncements of the Governmental
Accounting Standards Board, which would include depreciation of assets.

The Village is in technical compliance with the requirement to conduct an inventory of capital
assets; however, in order to exercise more effective control over its property, and to satisfy the
intent of Section 12-6-10 NMSA 1978, proper accounting practice requires a permanent record
of the Village capital assets necessary to properly reflect capital assets on its financial
statements.

Cause

Management was not aware of the benefit of compiling the inventory count sheets to provide a
permanent record of capital assets for more effective control and for financial statement
preparation.

Prior to its revenues increasing in recent years, the Village was not required to prepare financial
statements because Tier 4 Agreed-Upon Procedures do not require financials. While the
Village has attempted to establish a depreciation schedule in the previous year, the Village only
has one part-time Clerk. The Clerk does not have the additional time to learn the software and
to key in the assets, as well as perform all other duties.

Effect

While the Village does have totals of the inventory county sheets, it does not have an effective
system of maintaining control totals of its capital assets. Additionally, there is no control in place
to ensure capital assets acquired or disposed of during the year are added or deleted to the list.
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Current Findings, continued

2017-002) Capital Assets — Repeated and Modified (Significant Deficiency), continued

Effect, continued

As the Village has no depreciation schedule or capital asset inventory totals, its financial
statements required by the Tier 6 Agreed-Upon Procedures, do not include depreciation
expense or appropriate disclosure of capital assets required by generally accepted accounting
principles.

Recommendation
I recommend the Village consider acquiring capital asset software to achieve effective control
over capital assets, which will also compute depreciation.

Entity Response

Clerk/Treasurer will research and acquire capital asset software by the March, 2020 Regular
Council Meeting. We will continue to work towards completing a permanent list of capital
assets.

(2018-001) Expenditures - Procurement (Other Non-compliance) Repeated and Modified

Condition

An expenditure in the amount of $27,935 was in noncompliance of the requirements of NMAC
1.4.1.51, to obtain three written quotes or documentation explaining why such quotes could not
be obtained. Two quotes were obtained; however, no documentation was evident of why only
two quotes were obtained.

The Village’s new procurement policy adopted on March 11, 2019, includes contradictory
requirements for purchases under $20,000 which may be acquired at best available price;
however, purchases greater than $5,001 require a “competitive sealed bid process”. As the
purchases referenced above are in excess of both thresholds of $5,001 and $20,000, the
Village would be in violation of its own policy which would require a sealed bid process. The
Village made no progress in clarifying its policies as the new policy was contradictory.

Criteria

NMAC 1.4.1.51 requires purchases in excess of $20,000 and not in excess of $60,000 must
have three written quotes or documentation explaining why such quotes could not be obtained.
Proper administrative procedures necessarily require policies provide clear direction.

Cause

The Village is not familiar with the mechanics of the New Mexico procurement code. Although
the Council did attempt to adopt a new procurement policy, the policy is basically not useable
because of contradictory provisions.
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(2018-001) Expenditures - Procurement (Other Non-compliance) Repeated and Modified,
continued

Effect

The Village is in violation of the detail of NMAC 1.4.1.51 for only obtaining two quotes and not
documenting why three quotes could not be obtained. The procurement policy for the Village
overlaps the thresholds, for purchases over $5,001 with two conflicting requirements, such that
guidance of the Council on procurement is unclear.

Recommendation

| recommend a Council member as well as the Village Clerk attend procurement training. Upon
attending the training, | recommend the Council review the Village Procurement Policy and
adopt a policy that is appropriate for the Village and is written in a clear and straight forward
manner to provide guidance for this important matter.

Entity Response
Clerk/Treasurer will be attending Public Purchasing Foundation Classes with test (for State

CPO) through New Mexico Edge either in February or April, 2020 to help further our education
in procurement.

(2019-001) Bank Reconciliation Procedures (Other Non-compliance)

Condition

I noted footing and cross footing errors on the August and November reconciliations of $20,000
and $35,000 respectively, although the monthly ending cash balance correctly reflects the
reconciled cash balance for each month by force balancing the bank reconciliation (within
$100). The bank reconciliations for other months tested were correct.

The bank account balance for the month of August exceeded the FDIC insurance limit for
demand deposits of $250,000 by $3,137 and there were no securities pledged by the Village’s
bank for this excess.

Criteria
Proper bank reconciliation procedures require that the bank reconciliation foot and cross foot as
a control measure to ensure accuracy.

Section 6-10-17, NMSA, 1978 requires public deposits be secured by pledged collateral in the
amount of 50% of uninsured funds.

Cause

Confusion of the new Village Clerk as to where to reflect the maturity and purchase of
certificates of deposit on the bank reconciliation form resulted in footing and cross footing errors.
The correct bank balance was forced on the reconciliation, even though it did not foot. As the
Village Clerk gained experience in completing the bank reconciliation from, subsequent bank
reconciliations were correctly completed.

The Village Clerk was unaware of the pledging requirements as the demand account balance
seldom exceeds $250,000.
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(2019-001) Bank Reconciliation Procedures (Other Non-compliance), continued

Effect

Although the bank balance was correctly stated, even though the bank reconciliation form did
not foot or cross foot in this instance, improper use of footing and cross footing controls could
easily result in misstatement and the misstatement could be material.

The Village was in violation of the pledged security requirement.
Recommendation

As a result of the Council risk assessment considerations, a Council member began reviewing
and initialing the bank reconciliation in June. | concur with this control measure.

I recommend the Council ask its bank to provide pledged securities of an amount to ensure
compliance with the pledged security requirement at those times when total deposits exceed
insurance.

Entity Response
Clerk/Treasurer will contact our Bank in regards to pledging security requirements as soon as
possible.

(2019-002) Expenditures in Excess of Budget (Other Matters)

Condition

Debt service was budgeted as an expenditure in the Fire Protection Fund and not as a fund
transfer to the Debt Service Fund. The debt service expenditure was also budgeted in the Debt
Service Fund. No expenditure was recorded in the Debt Service Fund.

Criteria

Proper budgeting procedures provide that the debt service payment be budgeted as a transfer
in the Fire Protection Fund and as a debt service expenditure in the Debt Service Fund. Actual
expenditures should be recorded as a transfer from the Fire Protections Fund to the Debt
Service Fund and actual debt service expenditure recorded in the Debt Service Fund.

Cause
Because debt service is paid by an intercept of fire protection revenue, management is
confused as to the recording of the transaction on the Villages cash basis record keeping
system.

Effect

The Fire Protection Fund and Debt Service Fund was “double budgeted” for a debt service
expenditure and the actual expenditure was improperly recorded, requiring an adjustment by the
auditors to properly reflect the transaction.

Recommendation

| recommend the Council and management carefully properly record the intercept expenditure in
both the Fire Protection Fund and the Debt Service Fund.
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2019-002 Expenditures in Excess of Budget (Other Matters), continued

Entity Response
Clerk/Treasurer will continue to properly record the intercept payment.

STATUS OF PRIOR YEARS FINDINGS

(2017-004) Segregation of Duties - Repeated (Other Matters) — Resolved
The Council conducted a risk assessment and developed strategies to improve internal control.

(2017-005) Cash Balances - Partially Resolved and Modified in Current Year (Other
Matters)
Management adjusted cash reporting to include a currency change fund.

(2017-002) Capital Assets — (a Significant Deficiency) Partially Resolved and Modified in
Current Year
The Village performed an annual inventory of capital assets.

(2017-003) Reports to DFA — (A Significant Deficiency) Resolved

(2017-004) Segregation of Duties - (Finding does not rise to the level of a Significant
Deficiency) — Resolved

The Council conducted a risk assessment and identified control measures to address this issue.

(2018-001) Expenditures - Procurement (Other Matters) - Modified and Repeated in
Current Year

(2018-002) Quarterly Payroll Tax Reports (Other Matters) - Resolved
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EXIT CONFERENCE
JUNE 30, 2019

EXIT CONFERENCE

An exit conference was conducted on December 11, 2019, in a closed meeting pursuant to
Section 12-6-5, NMSA, 1978 with the following individuals in attendance:

Village of House

Sherman Martin - Village Mayor
Shannon Aikman - Clerk/Treasurer

R. Kelly McFarland, CPA, PC

R. Kelly McFarland, CPA
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2. Cash, continued

Results of Procedures, continued

| noted footing and cross footing errors on the August and November reconciliations
of $20,000 and $35,000, respectively, although the monthly ending cash balance
correctly reflects the reconciled cash balance for each month (within $100). The
errors relate to confusion as to how maturities and purchases of certificates of
deposit should be reflected on the reconciliation form to reconcile all Village Cash
and force balancing the reconciliation. The bank reconciliations for March and June
correctly reflect the reconciled cash balance without footing errors.

The March and June reconciliations reflect an adjustment for the $100 change fund
which had caused cash to be out of balance by $100 in previous years.

As of the June, 2019 bank reconciliation, a Council member began reviewing and
initialing the bank reconciliation.

c) | noted the bank account balance for the month of August exceeded the FDIC
insurance limit for demand deposits of $250,000 by $3,137 and that there were no
securities pledged by the Village’s bank for this excess. The Village Clerk was

unaware of the pledging requirements as the demand account balance seldom
exceeds $250,000.

3. Capital Assets
Procedure

Verify that the local public body is performing a yearly inventory as required by
Section 12-6-10, NMSA 1978.

Results of Procedure

The Village Council conducted an inventory of all chattels owned by the Village for
the year ended June 30, 2019 and certified the inventory by resolution. | noted that
the inventory count sheets, while totaled, still need to be compiled into a permanent
capital asset record. A reconciliation of the beginning balance of capital assets plus
purchases less deleted items was not prepared, nor have the totals of the final
capital asset inventory been determined.

4. Debt

Procedure

If the local public body has any debt, verify that all required payments were made
during the year. If the debt agreement requires reserves, verify that the local public
body is in compliance with those requirements.
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. Debt, continued

Results of Procedure

The Village has a loan with the New Mexico Finance Authority for a fire pumper.
Payments are made with an intercept from the New Mexico Fire Allotment and are
current. The Village is in compliance with its loan agreement.

. Revenue

Procedures

Identify the nature and amount of revenue from sources by reviewing the budget,
agreements, rate schedules, and underlying documentation.

a)

Perform an analytical review; test actual revenue compared to budgeted
revenue for the year for each type of revenue.

Select a sample of revenues equal to at least 30% of the total dollar amount and test
the following attributes:

a) Amount recorded in the general ledger agrees to the supporting

b)

documentation and the bank statement.

Proper recording of classification, amount, and period per review of
supporting documentation and the general ledger. Perform this revenue work
on the same accounting basis that the local public body keeps its accounting
records on cash basis, modified accrual basis, or accrual basis.

Results of Procedures

a)

b)

| performed an analytical review by developing a report comparing actual
revenue with the final adjusted budget and the current year and the prior
year. The only significant variance is for gross receipts taxes which exceeded
budgeted amounts and the prior year's actual revenue by $11,112 and
$9,179 respectively. The variance resulted from unexpected construction in
the area. Other miscellaneous revenues consisting primarily of sales of
unprocessed water for construction, was less than had been budgeted by
$13,823, as less water was sold than had been expected.

| selected revenues of $120,708 equal to approximately 40% of total cash
basis revenues of the Village and agreed the amounts to the general ledger,
supporting documentation, proper classification, proper period recognition
and deposits to the bank. | noted no exceptions.
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6. Expenditures

Procedures

Select a sample of cash disbursements equal to at least 30% of the total dollar
amount and test the following attributes:

a)

b)

Determine that the amount recorded as disbursed agrees to adequate
supporting documentation. Verify that the amount, payee, date and
description agree to the vendor’s invoice, purchase order, contract and
cancelled check, as appropriate.

Determine that the disbursements were properly authorized and approved
in compliance with the budget, legal requirements and established policies
and procedures.

Determine that the bid process (or request for proposal process, if
applicable), purchase orders, contracts and agreements were processed in
accordance with the New Mexico Procurement Code (Section 13-1-28
through 13-1-199, NMSA 1978) and State Purchasing Regulations (1.4.1
NMAC) and Regulations Governing the Per Diem and Mileage Act (2.42.2
NMAC).

Results of Procedures

a)

b)

c)

| selected 13 transactions totaling $142,142 or 53.3% of the total annual
expenses. | verified the amount paid, payee, date and descriptions agreed
with the vendor’s invoice, purchase voucher, contract and cancelled check,
as appropriate. | noted no exceptions.

Disbursements were approved by the Village Council each month.
Authorization and approval are in compliance with the budget legal
requirements and established policies and procedures for the items tested.

| noted two expenditures in the amounts of $27,935 and $26,648 were in
noncompliance the requirements of NMAC 1.4.1.51, to obtain three written
quotes or documentation explaining why such quotes could not be
obtained.

Additionally, | noted that the Village’'s new procurement policy adopted on
March 11, 2019, includes contradictory requirements for purchases under
$20,000 which may be acquired at best available price but purchases
greater than $5,001 require a “competitive sealed bid process”. As the
purchases referenced above are in excess of both thresholds of $5,001
and $20,000, the Village would be in violation of its own policy which would
require a sealed bid process.
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6. Expenditures, continued

Results of Procedures, continued

The Village does not provide per diem for travel but reimburses actual cost to
employees and officials for travel. The expenses are paid with a Village credit card.
Credit card charges are reviewed by the Village Council. No exceptions were noted.

7. Journal Entries
Procedures

Test all non-routine journal entries, adjustments, and reclassifications posted to the
general ledger for the following attributes:

a) Journal entries appear reasonable and have supporting documentation.

b) The local public body has policies and procedures that require journal entries
to be reviewed and there is evidence the reviews are being performed.

Results of Procedures

The Village maintains its cash basis books of account on Excel spreadsheets
which serves as its general ledger. Transactions are recorded in QuickBooks
which is used as a journal for posting to the general ledger. The Village prepares
routine “journal entries” to classify expenditures paid from its single bank account
to the proper fund in its journal used for posting the Excel spreadsheets. These
journal entries appear proper and properly supported by appropriate
documentation. As the Village books of account are totally cash basis, the general
ledger has no other assets or liabilities; therefore, the Village does not have non-
routine journal entries as that term is used for accrual accounting.

8. Budget

Procedures

Obtain the original fiscal year budget and all budget adjustments made
throughout the fiscal year and perform the following test work:

a) Verify, through a review of the minutes and correspondence, that the original
budget and subsequent budget adjustments were approved by the local public
body’s governing body and DFA-LGD.

b) Determine if the total actual expenditures exceeded the final budget at the legal
level of budgetary control; if the answer is yes, report a compliance finding.
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8. Budget, continued

Procedures, continued

c)

From the original and final approved budgets and general ledger, prepare a
schedule of revenues and expenditures — budget and actual on the
budgetary basis used by the local public body (cash, accrual or modified
accrual basis) for each individual fund.

Results of Procedures

a)

b)

c)

| obtained and reviewed a copy of the Local Government Division of the
Department of Finance and Administration (DFA) budget approval letter for
the 2019 fiscal year. |, also, obtained copies of the minutes for budget
resolutions amending the budget.

| reviewed the Statement of Revenues and Expenditures and Changes in
Cash Balances - Budget and Actual on the Budgetary Basis (cash). All
funds were in budgetary compliance.

| also noted a budgeting error in the Fire Protection Fund in which the debt
service was budgeted as an expenditure with no fund transfer to the Debt
Service fund. The debt service expenditure was also budgeted in the Debt
Service Fund.

A Statement of Revenues and Expenditures and Changes in Cash — Budget
(Non-GAAP budgetary basis) and actual on the budgetary basis for each
individual fund has been prepared.

9. Capital Outlay Appropriations

Procedure

Only perform capital outlay appropriations procedures and reporting when the
capital outlay appropriation funding was expended during the fiscal year.

Results of Procedure

No capital outlay appropriations were funded or expended during this fiscal year.
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10. Other

Procedure

If information comes to the IPA’s attention (regardless of materiality) indicating any
fraud, illegal acts, noncompliance, or any internal control deficiencies, such
instances must be disclosed in the report as required by Section 12-6-6 NMSA,
1978. The findings must include all required content detailed in Section 2.2.2.10(L)
NMAC.

Results of Procedure

| did not note other matters requiring disclosure in this report.

10



STATE OF NEW MEXICO

VILLAGE OF HOUSE
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN CASH BALANCES - BUDGET (NON-GAAP BUDGETARY

BASIS) AND ACTUAL ON BUDGETARY BASIS

REVENUES
Taxes:
Property taxes
Gross receipts taxes
Gasoline and oil taxes
Other taxes
Intergovernmental income:
State operating grants
Charges for services
Licenses and fees
Investment income
Miscellaneous

Total revenues

EXPENDITURES
Current:
General government
Public safety
Public work
Culture and recreation
Debt service:
Principal
Interest

Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):
Designated cash (budgeted increase in cash)
Loan proceeds
Transfers in (out)

Total other financing sources (uses)
Net change in cash balance
Cash balance, beginning of year
Cash balance, end of year

Reconciliation of budgetary basis to GAAP basis:
Net changes in cash balance budgetary basis
Net revenue accruals
Net expenditure accruals
Net changes in cash balance GAAP basis

JUNE 30, 2019

Actual on Non-

Variance with

GAAP Final Budget
Original Budgetary Favorable

Budget Final Budget Basis (Unfavorable)
12,478 $ 12,478 $ 5477 $ (7,001)
15,000 15,000 21,359 6,359
350 350 478 128
0 0 0 0
90,000 90,000 90,000 0
27,900 27,900 14,077 (13,823)
370 370 343 27)
1,985 1,985 0 (1,985)
5,400 5,400 9,117 3,717
153,483 153,483 140,851 (12,632)
100,140 100,140 82,007 18,133
0 0 0 0
26,760 51,760 44,712 7,048
5,610 5,610 2,114 3,496
0 0 0 0
0 0 0 0
132,510 157,510 128,833 28,677
20,973 (4,027) 12,018 16,045
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
20,973 (4,027) 12,018 16,045
146,641 146,641 146,641 0
167,614 $ 142614 $ 158,659 $ 16,045

$ 12,018

0

E—)

$ 12018
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VILLAGE OF HOUSE

FIRE PROTECTION SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN CASH BALANCES - BUDGET (NON-GAAP BUDGETARY

BASIS) AND ACTUAL ON BUDGETARY BASIS
JUNE 30, 2019

Actual on Non- Variance with

GAAP Final Budget
Original Budgetary Favorable
Budget Final Budget Basis (Unfavorable)
REVENUES
Intergovernmental income:
State operating grants $ 71,773  $ 71,773  $ 96,778 $ 25,005
Charges for services 0 0 0 0
Investment income 0 0 740 740
Miscellaneous 0 26,634 8,382 (18,252)
Total revenues 71,773 98,407 105,900 7,493
EXPENDITURES
Current:
Public safety 50,870 77,504 59,733 17,771
Debt service:
Principal payment 24,11 25,050 0 25,050
Interest 1,162 223 0 223
Total expenditures 76,143 102,777 59,733 43,044
Excess (deficiency) of revenues over expenditures (4,370) (4,370) 46,167 50,537
Other financing sources (uses):
Designated cash (budgeted increase in cash) 0 0 0 0
Transfers in (out) 0 0 (25,273) 25,273
Total other financing sources (uses) 0 0 (25,273) 25,273
Net change in cash balance (4,370) (4,370) 20,894 75,810
Cash balance, beginning of year 72,070 72,070 72,070 0
Cash balance, end of year $ 67,700 $ 67,700 $ 92,964 $ 75,810
Reconciliation of budgetary basis to GAAP basis:
Net changes in cash balance budgetary basis $ 20,894
Net revenue accruals 0
Net expenditure accruals 0
Net changes in cash balance GAAP basis $ 20,894
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VILLAGE OF HOUSE

MUNICIPAL STREET SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN CASH BALANCES - BUDGET (NON-GAAP BUDGETARY

BASIS) AND ACTUAL ON BUDGETARY BASIS
JUNE 30, 2019

Actual on Non- Variance with

GAAP Final Budget
Original Budgetary Favorable
Budget Final Budget Basis (Unfavorable)
REVENUES
Taxes:
Gasoline and oil $ 5,004 $ 5004 $ 4632 $ (372)
Intergovernmental income:
State capital grants 0 0 0 0
Charges for services 2,000 2,000 469 (1,531)
Miscellaneous 0 0 0 0
Total revenues 7,004 7,004 5,101 (1,903)
EXPENDITURES
Current:
Public work 26,377 26,377 1,851 24,526
Culture and recreation 0 0 0 0
Total expenditures 26,377 26,377 1,851 24,526
Excess (deficiency) of revenues over expenditures (19,373) (19,373) 3,250 22,623
Other financing sources (uses):
Designated cash (budgeted increase in cash) 0 0 0 0
Transfers in (out) 0 0 0 0
Total other financing sources (uses) 0 0 0 0
Net change in cash balance (19,373) (19,373) 3,250 22,623
Cash balance, beginning of year 31,042 31,042 31,042 0
Cash balance, end of year $ 11669 $ 11669 $ 34,292 $ 22,623
Reconciliation of budgetary basis to GAAP basis:
Net changes in cash balance budgetary basis $ 3,250
Net revenue accruals 0
Net expenditure accruals 0
Net changes in cash balance GAAP basis $ 3,250
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STATE OF NEW MEXICO
VILLAGE OF HOUSE
DEBT SERVICE FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN CASH BALANCES - BUDGET (NON-GAAP BUDGETARY

BASIS) AND ACTUAL ON BUDGETARY BASIS
JUNE 30, 2019

Actual on Non-

Variance with

GAAP Final Budget
Original Budgetary Favorable
Budget Final Budget Basis (Unfavorable)
REVENUES
Taxes:
Gasoline and oil $ 0 $ 0 $ 0 $ 0
Intergovernmental income:
State capital grants 25,273 25,273 0 (25,273)
Charges for services 0 0 0 0
Miscellaneous 0 0 0 0
Total revenues 25,273 25,273 0 (25,273)
EXPENDITURES
Debt service:
Principal 25,050 25,050 23,671 1,379
Interest 223 223 1,602 (1,379)
Total expenditures 25,273 25,273 25,273 0
Excess (deficiency) of revenues over expenditures 0 0 (25,273) (25,273)
Other financing sources (uses):
Designated cash (budgeted increase in cash) 0 0 0 0
Transfers in (out) 0 0 25,273 (25,273)
Total other financing sources (uses) 0 0 25,273 (25,273)
Net change in cash balance 0 0 0 (50,546)
Cash balance, beginning of year 0 0 0 0
Cash balance, end of year 3 0 3 0 3 0 3 (50,546)
Reconciliation of budgetary basis to GAAP basis:
Net changes in cash balance budgetary basis $ 0
Net revenue accruals 0
Net expenditure accruals 0
Net changes in cash balance GAAP basis $ 0

14



STATE OF NEW MEXICO
VILLAGE OF HOUSE

ENVIRONMENTAL GRT SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN CASH BALANCES - BUDGET (NON-GAAP BUDGETARY

BASIS) AND ACTUAL ON BUDGETARY BASIS
JUNE 30, 2019

Actual on Non- Variance with

GAAP Final Budget
Original Budgetary Favorable
Budget Final Budget Basis (Unfavorable)
REVENUES
Taxes:
Gross receipts tax $ 407 $ 407 $ 526 $ 119
Total revenues 407 407 526 119
EXPENDITURES
Current:
Public work 270 270 270 0
Total expenditures 270 270 270 0
Excess (deficiency) of revenues over expenditures 137 137 256 119
Other financing sources (uses):
Designated cash (budgeted increase in cash) 0 0 0 0
Transfers in (out) 0 0 0 0
Total other financing sources (uses) 0 0 0 0
Net change in cash balance 137 137 256 119
Cash balance, beginning of year 5,132 5,132 5,132 0
Cash balance, end of year $ 5269 $ 5269 $ 5388 $ 119
Reconciliation of budgetary basis to GAAP basis:
Net changes in cash balance budgetary basis $ 256
Net revenue accruals 0
Net expenditure accruals 0

Net changes in cash balance GAAP basis $ 256
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VILLAGE OF HOUSE

EMS SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN CASH BALANCES - BUDGET (NON-GAAP BUDGETARY

BASIS) AND ACTUAL ON BUDGETARY BASIS
JUNE 30, 2019

Actual on Non- Variance with

GAAP Final Budget
Original Budgetary Favorable
Budget Final Budget Basis (Unfavorable)
REVENUES
Intergovernmental income:
State operating grants $ 9,138 $ 9,138 $ 9254 $ 116
Charges for services 0 0 0 0
Miscellaneous 0 0 50 50
Total revenues 9,138 9,138 9,304 166
EXPENDITURES
Current:
Public safety 9,138 9,138 6,095 3,043
Total expenditures 9,138 9,138 6,095 3,043
Excess (deficiency) of revenues over expenditures 0 0 3,209 3,209
Other financing sources (uses):
Designated cash (budgeted increase in cash) 0 0 0 0
Transfers in (out) 0 0 0 0
Total other financing sources (uses) 0 0 0 0
Net change in cash balance 0 0 3,209 3,209
Cash balance, beginning of year 0 0 0 0
Cash balance, end of year $ 0 3 0 3 3,209 $ 3,209
Reconciliation of budgetary basis to GAAP basis:
Net changes in cash balance budgetary basis $ 3,209
Net revenue accruals 0
Net expenditure accruals 0

Net changes in cash balance GAAP basis $ 3,209



STATE OF NEW MEXICO
VILLAGE OF HOUSE

LAW ENFORCEMENT PROTECTION SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN CASH BALANCES - BUDGET (NON-GAAP BUDGETARY

BASIS) AND ACTUAL ON BUDGETARY BASIS
JUNE 30, 2019

Actual on Non- Variance with

GAAP Final Budget
Original Budgetary Favorable
Budget Final Budget Basis (Unfavorable)
REVENUES
Intergovernmental income:
State operating grants $ 20,000 $ 20,000 $ 20,000 $ 0
Miscellaneous 0 0 0 0
Total revenues 20,000 20,000 20,000 0
EXPENDITURES
Current:
Public safety 20,000 20,000 20,000 0
Total expenditures 20,000 20,000 20,000 0
Excess (deficiency) of revenues over expenditures 0 0 0 0
Other financing sources (uses):
Designated cash (budgeted increase in cash) 0 0 0 0
Loan proceeds 0 0 0 0
Transfers in (out) 0 0 0 0
Total other financing sources (uses) 0 0 0 0
Net change in cash balance 0 0 0 0
Cash balance, beginning of year 0 0 0 0
Cash balance, end of year $ 0 3 0 3 0 3 0
Reconciliation of budgetary basis to GAAP basis:
Net changes in cash balance budgetary basis $ 0
Net revenue accruals 0
Net expenditure accruals 0
Net changes in cash balance GAAP basis $ 0
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STATE OF NEW MEXICO
VILLAGE OF HOUSE

INFRASTRUCTURE CAPITAL PROJECTS FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN CASH BALANCES - BUDGET (NON-GAAP BUDGETARY

BASIS) AND ACTUAL ON BUDGETARY BASIS
JUNE 30, 2019

Actual on Non- Variance with

GAAP Final Budget
Original Budgetary Favorable
Budget Final Budget Basis (Unfavorable)
REVENUES
Taxes:
Gross receipts tax $ 900 $ 900 $ 1,051 151
Total revenues 900 900 1,051 151
EXPENDITURES
Current:
Public work 900 900 0 900
Capital Outlay 0 0 0 0
Total expenditures 900 900 0 900
Excess (deficiency) of revenues over expenditures 0 0 1,051 1,051
Cash balance, beginning of year 5,087 5,087 5,087 0
Cash balance, end of year $ 5087 $ 5087 $ 6,138 $ 1,051
Reconciliation of budgetary basis to GAAP basis:
Net changes in cash balance budgetary basis $ 1,051
Net revenue accruals 0
Net expenditure accruals 0
Net changes in cash balance GAAP basis $ 1,051
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STATE OF NEW MEXICO
VILLAGE OF HOUSE
WATER PROPIETARY FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN CASH BALANCES - BUDGET (NON-GAAP BUDGETARY
BASIS) AND ACTUAL ON BUDGETARY BASIS
JUNE 30, 2019

Actual on Non- Variance with

GAAP Final Budget
Original Budgetary Favorable
Budget Final Budget Basis (Unfavorable)
OPERATING REVENUES
Taxes:

Gross receipts $ 383 $ 383 $ 4,865 $ 4,482
Charges for services 16,547 16,547 14,283 (2,264)
Investment income 170 170 0 (170)
Miscellaneous 0 0 0 0

Total operating revenues 17,100 17,100 19,148 2,048

OPERATING EXPENDITURES
General and administrative 3,450 3,900 3,485 415
Personnel services 5,939 5,939 3,324 2,615
Contractual services 0 0 0 0
Supplies 3,300 3,050 1,886 1,164
Maintenance and materials 1,500 1,300 727 573
Utilities 1,500 1,500 1,121 379
Debt service:
Principal 0 0 0 0
Interest 0 0 0 0
Depreciation 0 0 0 0
Amortization expense 0 0 0 0
Total expenditures 15,689 15,689 10,543 5,146
Excess (deficiency) of revenues over expenditures 1,411 1,411 8,605 7,194
Other financing sources (uses):
Designated cash (budgeted increase in cash) 0 0 0 0
Transfers in (out) 0 0 0 0
Total other financing sources (uses) 0 0 0 0
Net change in cash balance 1,411 1,411 8,605 7,194
Cash balance, beginning of year 54,141 54,141 54,141 0
Cash balance, end of year $ 55552 $ 55552 $ 62,746 $ 7,194
Reconciliation of budgetary basis to GAAP basis:
Net changes in cash budgetary basis $ 8,605
Net revenue accruals 0
Net expenditure accruals 0
Net changes in cash GAAP basis $ 8,605
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STATE OF NEW MEXICO
VILLAGE OF HOUSE
CEMETERY PROPIETARY FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN CASH BALANCE- BUDGET (NON-GAAP BUDGETARY
BASIS) AND ACTUAL ON BUDGETARY BASIS
JUNE 30, 2019

Actual on Non- Variance with

GAAP Final Budget
Original Budgetary Favorable
Budget Final Budget Basis (Unfavorable)
OPERATING REVENUES
Charges for services $ 700 $ 700 $ 0 3 (700)
Miscellaneous 0 0 0 0
Total operating revenues 700 700 0 (700)
EXPENDITURES
Maintenance and materials 539 539 0 539
Total expenditures 539 539 0 539
Excess (deficiency) of revenues over expenditures 161 161 0 (161)
Other financing sources (uses):
Designated cash (budgeted increase in cash) 0 0 0 0
Transfers in (out) 0 0 0 0
Total other financing sources (uses) 0 0 0 0
Net change in cash balance 161 161 0 (161)
Cash balance, beginning of year 4,320 4,320 4,320 0
Cash balance, end of year $ 4481 § 4481 § 4320 § (161)
Reconciliation of budgetary basis to GAAP basis:
Net changes in cash budgetary basis $ 0
Net revenue accruals 0
Net expenditure accruals 0
Net changes in cash GAAP basis $ 0
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STATE OF NEW MEXICO
VILLAGE OF HOUSE
OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES
SCHEDULE OF FINDINGS AND RESPONSES
JUNE 30, 2019

Current Findings
(2017-002) Capital Assets — Repeated and Modified (Significant Deficiency)

Condition

The inventory of capital assets performed and certified by the Village, consisting only of the
inventory count sheets, has not been compiled into a permanent record. The Village was
therefore unable to reconcile the beginning capital asset balances, plus additions, less deletions
to the ending balance of capital assets at June 30, 2019 to properly reflect capital assets in its
financial statements.

The Village Council elected to defer preparation of a depreciation schedule for two years.
Financial statements reflecting depreciation expense cannot be prepared.

The Village has made substantial progress from the prior year in conducting the annual
inventory of capital assets; however, for the inventory to be usable to control capital assets and
to prepare its financial statements, the inventory count sheets necessarily must be compiled into
a permanent record of the Village Capital assets. No progress has been made in preparing a
depreciation schedule or in compiling accurate capital asset totals.

Criteria

GASB Codification 1400, Capital assets, requires governments to depreciate capital assets.
Section 2.2.2 NMAC requires governments to follow pronouncements of the Governmental
Accounting Standards Board, which would include depreciation of assets.

The Village is in technical compliance with the requirement to conduct an inventory of capital
assets; however, in order to exercise more effective control over its property, and to satisfy the
intent of Section 12-6-10 NMSA 1978, proper accounting practice requires a permanent record
of the Village capital assets necessary to properly reflect capital assets on its financial
statements.

Cause

Management was not aware of the benefit of compiling the inventory count sheets to provide a
permanent record of capital assets for more effective control and for financial statement
preparation.

Prior to its revenues increasing in recent years, the Village was not required to prepare financial
statements because Tier 4 Agreed-Upon Procedures do not require financials. While the
Village has attempted to establish a depreciation schedule in the previous year, the Village only
has one part-time Clerk. The Clerk does not have the additional time to learn the software and
to key in the assets, as well as perform all other duties.

Effect

While the Village does have totals of the inventory county sheets, it does not have an effective
system of maintaining control totals of its capital assets. Additionally, there is no control in place
to ensure capital assets acquired or disposed of during the year are added or deleted to the list.
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OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES
SCHEDULE OF FINDINGS AND RESPONSES
JUNE 30, 2019
Current Findings, continued

2017-002) Capital Assets — Repeated and Modified (Significant Deficiency), continued

Effect, continued

As the Village has no depreciation schedule or capital asset inventory totals, its financial
statements required by the Tier 6 Agreed-Upon Procedures, do not include depreciation
expense or appropriate disclosure of capital assets required by generally accepted accounting
principles.

Recommendation
I recommend the Village consider acquiring capital asset software to achieve effective control
over capital assets, which will also compute depreciation.

Entity Response

Clerk/Treasurer will research and acquire capital asset software by the March, 2020 Regular
Council Meeting. We will continue to work towards completing a permanent list of capital
assets.

(2018-001) Expenditures - Procurement (Other Non-compliance) Repeated and Modified

Condition

An expenditure in the amount of $27,935 was in noncompliance of the requirements of NMAC
1.4.1.51, to obtain three written quotes or documentation explaining why such quotes could not
be obtained. Two quotes were obtained; however, no documentation was evident of why only
two quotes were obtained.

The Village’s new procurement policy adopted on March 11, 2019, includes contradictory
requirements for purchases under $20,000 which may be acquired at best available price;
however, purchases greater than $5,001 require a “competitive sealed bid process”. As the
purchases referenced above are in excess of both thresholds of $5,001 and $20,000, the
Village would be in violation of its own policy which would require a sealed bid process. The
Village made no progress in clarifying its policies as the new policy was contradictory.

Criteria

NMAC 1.4.1.51 requires purchases in excess of $20,000 and not in excess of $60,000 must
have three written quotes or documentation explaining why such quotes could not be obtained.
Proper administrative procedures necessarily require policies provide clear direction.

Cause

The Village is not familiar with the mechanics of the New Mexico procurement code. Although
the Council did attempt to adopt a new procurement policy, the policy is basically not useable
because of contradictory provisions.
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VILLAGE OF HOUSE
OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES
SCHEDULE OF FINDINGS AND RESPONSES
JUNE 30, 2019
(2018-001) Expenditures - Procurement (Other Non-compliance) Repeated and Modified,
continued

Effect

The Village is in violation of the detail of NMAC 1.4.1.51 for only obtaining two quotes and not
documenting why three quotes could not be obtained. The procurement policy for the Village
overlaps the thresholds, for purchases over $5,001 with two conflicting requirements, such that
guidance of the Council on procurement is unclear.

Recommendation

I recommend a Council member as well as the Village Clerk attend procurement training. Upon
attending the training, | recommend the Council review the Village Procurement Policy and
adopt a policy that is appropriate for the Village and is written in a clear and straight forward
manner to provide guidance for this important matter.

Entity Response
Clerk/Treasurer will be attending Public Purchasing Foundation Classes with test (for State

CPO) through New Mexico Edge either in February or April, 2020 to help further our education
in procurement.

(2019-001) Bank Reconciliation Procedures (Other Non-compliance)

Condition

I noted footing and cross footing errors on the August and November reconciliations of $20,000
and $35,000 respectively, although the monthly ending cash balance correctly reflects the
reconciled cash balance for each month by force balancing the bank reconciliation (within
$100). The bank reconciliations for other months tested were correct.

The bank account balance for the month of August exceeded the FDIC insurance limit for
demand deposits of $250,000 by $3,137 and there were no securities pledged by the Village’s
bank for this excess.

Criteria
Proper bank reconciliation procedures require that the bank reconciliation foot and cross foot as
a control measure to ensure accuracy.

Section 6-10-17, NMSA, 1978 requires public deposits be secured by pledged collateral in the
amount of 50% of uninsured funds.

Cause

Confusion of the new Village Clerk as to where to reflect the maturity and purchase of
certificates of deposit on the bank reconciliation form resulted in footing and cross footing errors.
The correct bank balance was forced on the reconciliation, even though it did not foot. As the
Village Clerk gained experience in completing the bank reconciliation from, subsequent bank
reconciliations were correctly completed.

The Village Clerk was unaware of the pledging requirements as the demand account balance
seldom exceeds $250,000.
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VILLAGE OF HOUSE
OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES
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JUNE 30, 2019
(2019-001) Bank Reconciliation Procedures (Other Non-compliance), continued

Effect

Although the bank balance was correctly stated, even though the bank reconciliation form did
not foot or cross foot in this instance, improper use of footing and cross footing controls could
easily result in misstatement and the misstatement could be material.

The Village was in violation of the pledged security requirement.
Recommendation

As a result of the Council risk assessment considerations, a Council member began reviewing
and initialing the bank reconciliation in June. | concur with this control measure.

| recommend the Council ask its bank to provide pledged securities of an amount to ensure
compliance with the pledged security requirement at those times when total deposits exceed
insurance.

Entity Response

Clerk/Treasurer will contact our Bank in regards to pledging security requirements by the
February, 2020 council meeting.

(2019-002) Expenditures in Excess of Budget (Other Matters)

Condition

Debt service was budgeted as an expenditure in the Fire Protection Fund and not as a fund
transfer to the Debt Service Fund. The debt service expenditure was also budgeted in the Debt
Service Fund. No expenditure was recorded in the Debt Service Fund.

Criteria

Proper budgeting procedures provide that the debt service payment be budgeted as a transfer
in the Fire Protection Fund and as a debt service expenditure in the Debt Service Fund. Actual
expenditures should be recorded as a transfer from the Fire Protections Fund to the Debt
Service Fund and actual debt service expenditure recorded in the Debt Service Fund.

Cause
Because debt service is paid by an intercept of fire protection revenue, management is
confused as to the recording of the transaction on the Villages cash basis record keeping
system.

Effect

The Fire Protection Fund and Debt Service Fund was “double budgeted” for a debt service
expenditure and the actual expenditure was improperly recorded, requiring an adjustment by the
auditors to properly reflect the transaction.

Recommendation

| recommend the Council and management carefully properly record the intercept expenditure in
both the Fire Protection Fund and the Debt Service Fund.

41



STATE OF NEW MEXICO
VILLAGE OF HOUSE
OFFICE OF THE STATE AUDITOR TIER 6 AGREED-UPON PROCEDURES
SCHEDULE OF FINDINGS AND RESPONSES
JUNE 30, 2019

2019-002 Expenditures in Excess of Budget (Other Matters), continued

Entity Response
Clerk/Treasurer will properly budget the debt service from the Fire Fund to the Debt Service

Fund.

STATUS OF PRIOR YEARS FINDINGS

(2017-004) Segregation of Duties - Repeated (Other Matters) — Resolved
The Council conducted a risk assessment and developed strategies to improve internal control.

(2017-005) Cash Balances - Resolved in Current Year (Other Matters)
Management adjusted cash reporting to include a currency change fund.

(2017-002) Capital Assets — (a Significant Deficiency) Partially Resolved and Modified

in Current Year
The Village performed an annual inventory of capital assets.

(2017-003) Reports to DFA — (A Significant Deficiency) Resolved

(2017-004) Segregation of Duties - (Finding does not rise to the level of a Significant
Deficiency) — Resolved

The Council conducted a risk assessment and identified control measures to address this issue.

(2018-001) Expenditures - Procurement (Other Matters) - Modified and Repeated in
Current Year

(2018-002) Quarterly Payroll Tax Reports (Other Matters) - Resolved
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EXIT CONFERENCE

An exit conference was conducted on December 11, 2019, in a closed meeting pursuant to
Section 12-6-5, NMSA, 1978 with the following individuals in attendance:

Village of House

Sherman Martin - Village Mayor
Shannon Aikman - Clerk/Treasurer

R. Kelly McFarland, CPA, PC

R. Kelly McFarland, CPA
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