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INDEPENDENT AUDITOR'S REPORT
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New Mexico State Auditor
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Village of Melrose
Melrose, New Mexico

Report on Financial Statements

We have audited the accompanying financial statements of the
governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information, and the budgetary
comparisons for the General, Fire Protection and EMS Funds of the
Village of Melrose, as of and for the year ended June 30, 2017, and the
related notes to the financlal statements which collectively comprise
the Village of Melrose’s basic financial statements as listed in the
table of contents. We also have audited the financial statements of
each of the Village of Melrose’s non-major governmental funds presented
as supplementary information, as defined by the Government Accounting
Standards Board, in the accompanying combining and individual fund
financial statements as of and for the year ended June 30, 2017 as
listed in the table of contents. We did not audit the 2016 Schedule
of Employer Allocations and Pension Amounts of the State of New Mexico
Public Employees Retirement Association (PERA), the administrator of
the cost sharing pension plan for the Village. The schedules and
statements were audited by other auditors whose report has been
furnished to us, and our opinion, insofar as it relates to the amounts
included for the Village, is based solely on the report of the other
auditors.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of
these financial statements in accordance with accounting principles
generally accepted in the United States of America; this includes the
design, implementation and maintenance of internal control relevant to
the preparation and fair presentation of financial statements that are
free from material misstatements, whether due to fraud or error,

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements
based on our audit. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are
free of material misstatement.



An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present
fairly, in all material respects, the respective financial position of
the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the Village of
Melrose, as of June 30, 2017, and the respective changes in financial
position and where applicable, cash flows thereof, and the respective
budgetary comparisons for the General, Fire Protection and EMS Funds
for the year then ended in accordance with accounting principles
generally accepted in the United States of America. In addition, in
our opinion, the financial statements referred to above present fairly,
in all material respects, the respective financial position of each
non-major governmental funds of the Village of Melrose, as of June 30,
2017, and the respective changes in financial position and cash flows,
where applicable, thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of
America,

Other Matters
Required Supplementary Information

Management has omitted the MD&A which is required to be presented to
supplement the basic financial statements. Such missing information,
although not a part of the basic financial statements is required by
GASB who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate
operational, economic, or historical context. Our opinion on the basic
financial statements is not affected by this missing information.

Accounting principles generally accepted in the United States of
America require the Schedules I, II and the notes to the Required
Supplementary Information be presented to supplement the basic
financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United
States of America, which consisted of inquires of management about the
methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge obtained during our audit of
the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or
provide any assurance.



Other Information

Our audit was conducted for the purpose of forming opinions on the Village of
Melrose financial statements, the combining and the individual fund financial
statements, and the budgetary comparisons. The Schedule of Changes in Assets
and Liabilities - All Agency Funds required by Section 2.2.2 NMAC is presented
for purposes of additional analysis and is not a required part of the basic
financial statements.

The Schedule of Changes in Assets and Liabilities - All Agency Funds is the
responsibility of management and were derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such informaticn directly to
the underlying accounting and other records used to prepare the basis
financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with the auditing standards
generally accepted in the Untied States of America. In ocur opinion, the
Schedule of Changes in Assets and Liabilities - All Agency Funds fairly
states, in all material respects, in relation to the basic financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued
our report dated December 11, 2017 on our consideration of the Village
of Melrose’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over
financial reporting and compliance and the reésults of that testing and
not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in
considering the Village of Melrose’s internal control over financial
reporting and compliance.

Albuquerque, New Mexico
December 11, 2017



FINANCIAL STATEMENTS



STATE OF NEW MEXICO
VILLAGE OF MELROSE

Statement 1

. Page 1 of 2
Statement of Net Position
June 30, 2017
Governmental Business Type
Activities Activities Total
ASSETS
Current Assets
Cash $ 1,337,206 $ 201,750 $ 1,538,956
Accounts receivable (net
of uncollectible accounts) 50,383 26,713 77,096
Total current assets 1,387,589 228,463 1,616,052
Non-current assets
Restricted assets (cash) 1,726 - 1,726
Customer Meter Deposits - 8,380 8,380
Total non-current assets 1,726 8,380 10,106
Land - - -
Land improvements - - -
Buildings and improvements 962,846 - 962,846
Vehicles 157,086 11,598 168,684
Heavy equipment 2,330,725 26,025 2,356,750
Equipment 249,760 216,626 466,386
Plant/Infrastructure 5,929,837 3,814,229 9,744,066
Total capital assets 9,630,254 4,068,478 13,698,732
Less accumulated depreciation (7,184,421) (2,606,670) (9,791,091)
Total capital assets (net of
accumulated depreciation) 2,445,833 1,461,808 3,907,641
Deferred outflows of resources
related to pension 78,630 - 78,630
Total assets $ 3,913,778 $ 1,698,651 $ 5,612,429

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

Statement 1

VILLAGE OF MELROSE
Statement of Net Position Page 2 of 2
June 30, 2017
Governmental Business Type
Activities Activities Total
LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable $ 40,902 $ 4,483 $ 45,385
Current portion of loan payable 41,568 - 41,568
Customer meter deposits payable -
from restricted assets - 7,510 7,510
Total current liabilities 82,470 11,993 94,463
Non-Current Liabilities
Compensated absences payable 5,939 4,435 10,374
Loan payable 228,957 - 228,957
Net pension liability 201,306 - 201,306
Total non-current liabilities 436,202 4,435 440,637
Total liabilities 518,672 16,428 535,100
Deferred Inflows
Change in assumptions 33 - 33
Net difference between expected
and actual earnings 1,965 - 1,965
Total deferred inflows 1,998 - 1,998
Net Position
Net investment in capital assets 2,175,308 1,461,808 3,637,116
Restricted for:
State mandated cash balance 77,658 - 77,658
Special revenue fund 286,764 - 286,764
Debt service 1,726 - 1,726
Unrestricted 851,652 220,415 1,072,067
Total net position 3,393,108 1,682,223 5,075,331
Total liabilities and net position $ 3,913,778 $ 1,698,651 $ 5,612,429

The accompanying notes are an integral part of these financial

5
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Functions/Programs Expenses

STATE OF NEW MEXICO
VILLAGE OF MELROSE
Statement of Activities
Year Ended June 30, 2017

Program Revenues

Net (Expenses) Revenue and
Changes in Net Position

Statement 2

Primary government:
Governmental activities:
General government $
Highways and streets
Public safety
Health and welfare
Culture and recreation
Depreciation - unallocated
Interest

Total governmental activities

Business-type activities:
Water/Sewer services
Sewer
Solid waste service

Total business-type activities

Total all activities $ 1,

General Revenues:
Property taxes
Gross receipts taxes
Environmental gross receipts taxes
Franchise taxes
Gasoline taxes
Motor vehicle taxes

State aid not restricted to special purpose

General
Investment earnings

Total general revenues

Change in net position

Net position - beginning of year
Restatement

Net position - beginning of year - restated

Net position - ending

Operating Capital
Charges for Grants and Grants and Governmental Business-Type
Services Contributions Contributions Activities Activities Total
336,668 $ 34 $ 24,317 $ - $ (312,317) $ - $ (312,317)
311 - - - (311) - (311)
105,495 39,088 41,139 250,899 225,631 - 225,631
9,082 - 8,684 59,378 58,980 - 58,980
396,451 - - - (396,451) - (396,451)
6,834 - - - (6,834) - (6,834)
854,841 39,122 74,140 310,277 (431,302) - (431,302)
167,120 124,703 20,933 - - (21,484) (21,484)
85,639 43,915 - - - (41,724) (41,724)
92,158 82,905 - - - (9,253) (9,253)
344,917 251,523 20,933 - - (72,461) (72,461)
199,758 $ 290,645 $ 95,073 $ 310,277 (431,302) (72,461) (503,763)
15,603 - 15,603
159,385 12,928 172,313
- 3,621 3,621
5,739 - 5,739
19,023 - 19,023
16,316 - 16,316
125,502 - 125,502
359 182 541
341,927 16,731 358,658
(89,375) (55,730) (145,105)
7,080,791 3,107,546 10,188,337
(3,598,308) (1,369,593) (4,967,901)
3,482,483 1,737,953 5,220,436
$ 3,393,108 $ 1,682,223 $ 5,075,331

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




ASSETS
Cash on deposit
Accounts receivable

Total assets

LIABILITIES
Accounts payable

Total liabilities

FUND BALANCE

Restricted for:
Fire protection
Emergency services
Corrections
Recreation services
Public safety
Debt service
Reserves

Committed

Assigned

Unassigned

Total fund balance

Total liabilities
and fund balance

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

STATE OF NEW MEXICO

VILLAGE OF MELROSE
Balance Sheet
Governmental Funds
June 30, 2017

Statement 3

Other Total
Fire Protection EMS Governmental Governmental

General Fund Fund Fund Funds
$1,049,382 $ 90,261 $ 153,130 $ 46,159 $ 1,338,932
13,427 - - 36,956 50,383
$1,062,809 $ 90,261 $ 153,130 $ 83,115 $ 1,389,315
$ 2,886 $ 1,060 $ - $ 36,956 $ 40,902
2,886 1,060 - 36,956 40,902
- 87,475 - - 87,475
- - 153,130 - 153,130
- - - 15,649 15,649
- - - 3,877 3,877
- - - 26,633 26,633
- 1,726 - - 1,726
77,658 - - - 77,658
982,265 - - - 982,265
1,059,923 89,201 153,130 46,159 1,348,413
$1,062,809 $ 90,261 $ 153,130 $ 83,115 $ 1,389,315




STATE OF NEW MEXICO Statement 4

VILLAGE OF MELROSE
Reconciliation of the Balance Sheet - Governmental Funds
to the Statement of Net Position
June 30, 2017

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

Total fund balances - governmental funds $

Capital assets used in governmental activities are
not financial resources and therefore are not
reported as assets in governmental funds

The cost of capital assets 9,630,254
Accumulated depreciation (7,184,421)

Long-term and certain other liabilities, including

bonds payable, are not due and payable in the

current period and therefore are not reported as liabilities
in the funds. Long-term and other liabilities at year-end
consist of:

Compensated absences (5,939
Loans payable (270,525)

Some liabilities, including net pension obligations,
are not due and payable in the current period and
therefore, are not reported in the funds

Net pension liability
Deferred outflows and inflows or resources related
to pensions are applicable to future periods and therefore,
are not reported in the funds

Deferred outflows/inflows

The accompanying notes are an integral part of these financial statements.
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1,348,413

2,445,833

(276,464)

(201,306)

76,632

Net position of governmental activities $ 3,393,108



STATE OF NEW MEXICO
VILLAGE OF MELROSE
Governmental Funds Statement 5
Statement of Revenues, Expenditures and Changes in Fund Balances
For the year ended June 30, 2017

Fire Other Total
Protection EMS Governmental Governmental
General Fund Fund Funds Funds
REVENUES
Taxes $ 15,603 $ - $ - $ - $ 15,603
Franchise taxes 5,739 - - - 5,739
Gas tax 19,023 - - - 19,023
MVD 16,316 - - - 16,316
Charges for services 34 - 32,608 6,480 39,122
Fines and forfeitures 14,126 - - 7,603 21,729
Licenses and permits 922 - - - 922
Local sources 9,269 - 427 5,633 15,329
State sources 125,502 250,899 7,476 88,062 471,939
Federal sources - - - - -
State shared taxes 159,385 - - - 159,385
Earnings from investments 151 174 - 34 359
Total revenues 366,070 251,073 40,511 107,812 765,466
EXPENDITURES
Current:
General government 323,161 - - - 323,161
Highways and streets 311 - - - 311
Public safety 237 63,260 26,568 15,430 105,495
Culture and recreation 110 - - 8,972 9,082
Capital outlay 5,410 565,177 - 74,388 644,975
NMFA principal - 40,367 - - 40,367
NMFA interest - 6,834 - - 6,834
Total expenditures 329,229 675,638 26,568 98,790 1,130,225
Excess (deficiency) of revenue
over expenditures 36,841 (424,565) 13,943 9,022 (364,759)
OTHER FINANCING SOURCES (USES)
Transfers in - - - - -
Transfers out - - - -
Loan proceeds - - - - -
Total other financing sources - - - - -
Net change in fund balances 36,841 (424 ,565) 13,943 9,022 (364,759)
Fund balance beginning of year 1,015,792 513,766 139,187 37,137 1,705,882
Restatement 7,290 - - - 7,290
Fund balance beginning of year -
restated 1,023,082 513,766 139,187 37,137 1,713,172
Fund balance end of year $ 1,059,923 $ 89,201 $ 153,130 $ 46,159 $ 1,348,413

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



STATE OF NEW MEXICO Statement 6
VILLAGE OF MELROSE
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances - Governmental Funds
to the Statement of Activities
For the Year Ended June 30, 2017

Net change in fund balances - total governmental funds $ (364,759)

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

Capital outlays to purchase or build capital

assets are reported in governmental funds as

expenditures. However, for governmental

activities those costs are shown in the statement

of net assets and allocated over their estimated

useful lives as annual depreciation expenses in the
statement of activities. This is the amount by which
capital outlays exceed depreciation expense in the period.

Capital outlays 644,975
Depreciation expense (396,451)
Excess of capital outlay over depreciation expense 248,524

Governmental funds report pension contributions as
expenditures. However, in the Statement of Activities,
the cost of pension benefits earned net of employee
contributions is reported as pension expense.

Pension contributions (23,254)
Pension expense 11,722

The issuance of long-term debt (e.g. loans) provides
current financial resources to governmental funds

while the repayment of the principal of long-term debt
consumes the current financial resources of governmental
funds.

Loan proceeds -
Repayment of long-term debt 40,367

40,367

In the Statement of Activities, certain operating
expenses are measured by the amount incurred

during the year. In the fund financial statements
however, expenditures are measured by the amount

of financial resources used (essentially the amounts
actually paid). The (increase) decrease in the
liabilities for the year were:

Compensated absences payable (1,975)
Change in net position of governmental activities $ (89,375)

The accompanying notes are an integral part of these financial statements.
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Statement 7

STATE OF NEW MEXICO
VILLAGE OF MELROSE
General Fund
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2017

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Taxes $ 14,627 $ 15,931 $ 15,771 $ (160)
Franchise taxes 6,000 6,820 6,817 A)
Gas taxes 24,500 24,500 18,995 (5,505)
MVD 14,700 14,739 16,316 1,577
Charges for services 100 200 34 (166)
Fines and forfeitures 12,900 14,112 14,126 14
Licenses and permits 1,085 1,085 922 (163)
Local sources 13,900 16,100 9,269 (6,831)
State sources 561,364 125,502 125,502 -
Federal sources - - - -
State shared taxes 187,750 187,750 160,318 (27,432)
Earnings from investments - - 151 151
Total revenues $ 836,926 $ 406,739 $ 368,221 $ (38,518)
EXPENDITURES
General government $ 155,547 $ 148,815 $ 331,589 $ (182,774)
Highways & Streets 640,276 86,000 311 85,689
Public safety 85,578 71,136 237 70,899
Culture and recreation 50,495 45,600 110 45,490
Total expenditures $ 931,896 $ 351,551 $ 332,247 $ 19,304

BUDGETED CASH BALANCE $ 94,970 $ -

The accompanying notes are an integral part of these financial statements.
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Statement 8

STATE OF NEW MEXICO
VILLAGE OF MELROSE
Special Revenue - Fire Protection Fund
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2017

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Local sources $ 6,500 $ - $ - $ -
State sources 254,723 254,723 250,899 (3,824)
Earnings from investments - - 174 174
Total revenues $ 261,223 $ 254,723 $ 251,073 $ (3,650)
EXPENDITURES
Public safety $ 406,375 $ 680,056 $ 674,769 $ 5,287
Total expenditures $ 406,375 $ 680,056 $ 674,769 $ 5,287

BUDGETED CASH BALANCE $ 145,152 $ 425,333

The accompanying notes are an integral part of these financial statements.
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Statement 9

STATE OF NEW MEXICO
VILLAGE OF MELROSE
Special Revenue - EMS Fund
Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2017

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
REVENUES
Charges for services $ 37,385 $ 37,385 $ 32,608 $ 4,777)
Local sources 900 900 427 473)
State sources 7,434 7,434 7,476 42
Total revenues $ 45,719 $ 45,719 $ 40,511 $ (5,208)
EXPENDITURES
Public safety $ 32,500 $ 32,500 $ 27,852 $ 4,648
Total expenditures $ 32,500 $ 32,500 $ 27,852 $ 4,648

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF MELROSE
Proprietary Funds
Statement of Net Position
June 30, 2017

Statement 10

Water Sewer Solid Waste
Fund Fund Fund Total
ASSETS
Current Assets
Cash on deposit 116,884 $ 60,374 $ 24,492 $ 201,750
Accounts receivable (net) 15,242 3,826 7,645 26,713
Total Current Assets 132,126 64,200 32,137 228,463
Non-Current Assets
Customer meter deposits 8,380 - - 8,380
Total Non-Current Assets 8,380 - - 8,380
Capital Assets
Land - - - -
Land improvements - - - -
Buildings and Improvements - - - -
Equipment 21,218 65,430 129,978 216,626
Heavy equipment 8,675 9,175 8,175 26,025
Vehicles 4,000 2,598 5,000 11,598
Plant/infrastructure 1,951,710 1,862,519 - 3,814,229
Accumulated depreciation (1,107,259) (1,365,699) (133,712) (2,606,670)
Total Capital Assets 878,344 574,023 9,441 1,461,808
Total Assets 1,018,850 $ 638,223 $ 41,578 $ 1,698,651
LIABILITIES
Current Liabilities
Accounts payable 1,717 $ 550 $ 2,216 $ 4,483
Customer meter deposits/utility aid
payable from Restricted Assets 7,510 - - 7,510
Total Current Liabilities 9,227 550 2,216 11,993
Long-Term Liabilities
Compensated absences payable 2,422 - 2,013 4,435
Total Long-Term Liabilities 2,422 - 2,013 4,435
Total Liabiliites 11,649 550 4,229 16,428
NET POSITION
Net investment in capital assets 878,344 574,023 9,441 1,461,808
Unrestricted 128,857 63,650 27,908 220,415
Total Net Position 1,007,201 637,673 37,349 1,682,223
Total Liabilities and
Net Position 1,018,850 $ 638,223 $ 41,578 $ 1,698,651

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO Statement 11
VILLAGE OF MELROSE
Proprietary Funds
Statement of Revenues,
Expenses and Changes in Fund Net Position
For the Year Ended June 30, 2017

Water Sewer Solid Waste
Fund Fund Fund Total
OPERATING REVENUES
Sales and services $ 124,703 $ 43,915 $ 82,905 $ 251,523
Local source 835 - - 835
State shared taxes 12,928 - 3,621 16,549
Total operating revenue 138,466 43,915 86,526 268,907
OPERATING EXPENSES
Personal services 46,340 18,060 51,292 115,692
Maintenance and operations 76,295 12,434 17,894 106,623
Major contractual services - - 18,301 18,301
Depreciation 44,485 55,145 4,671 104,301
Total operating expenses 167,120 85,639 92,158 344,917
Operating income (loss) (28,654) (41,724) (5,632) (76,010)

NON-OPERATING REVENUE (EXPENSE)
Investment income 144 38 - 182
Investment expense - - - -
Transfers in - - - -
Transfers out - -
State grant 20,098 - - 20,098
Federal grant - - - -

Total Non-Operating Revenue

(Expense) 20,242 38 - 20,280
Change in Net Position (8,412) (41,686) (5,632) (55,730)
Total net position, beginning of year 1,649,067 1,370,762 87,717 3,107,546
Restatement (633,454) (691,403) (44,736) (1,369,593)

Total net position, beginning of year -
restated 1,015,613 679,359 42,981 1,737,953

Total net position, end of year $ 1,007,201 $ 637,673 $ 37,349 $ 1,682,223

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

VILLAGE OF MELROSE

Proprietary Funds
Statement of Cash Flows

For the Year Ended June 30, 2017

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers
Cash received from local sources
Cash payments to employees and to
suppliers for goods and services

Net cash provided by operating
activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Principal paid
Interest paid
Acquisition of capital assets

Net cash provided (used) by capital
and related financing activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES:
Cash received from state grants
Cash received from federal grants
Operating transfers from other funds
Operating transfers to other funds

Net cash provided (used) by
noncapital financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Investment income

Net cash provided by investing
activities

Net increase (decrease) in cash

Cash, beginning of year

Cash, end of year

RECONCILIATION OF OPERATING
INCOME TO NET CASH PROVIDED
BY OPERATING ACTIVITIES:
Operating income (loss)
Adjustments to reconcile operating
income to net cash provided by
operating activities:
Depreciation
Changes in assets and liabilities:
(Increase) decrease in receivables
Increase (decrease) in accounts payable
Increase (decrease) in compensated absences
Allowance for doubtful accounts

Net cash provided (used) by operating activities

Statement 12

Water Sewer Solid Waste

Fund Fund Fund Total
$ 118,385 43,500 $ 85,213 $ 247,098
13,763 - - 13,763
(121,228) (30,916) (86,164) (238,308)
10,920 12,584 (951) 22,553
(45,111) - - (45,111)
(45,111) - - (45,111)
20,098 - - 20,098
20,098 - - 20,098
144 38 - 182
144 38 - 182
(13,949) 12,622 (951) (2,278)
130,833 47,752 25,443 204,028
$ 116,884 60,374 $ 24,492 $ 201,750
$ (28,654) (41,724) $ (5,632) $ (76,010)
44,485 55,145 4,671 104,301
(6,318) (415) (1,313) (8,046)
(2,023) (778) 634 (2,167)
2,100 - - 2,100
1,330 356 689 2,375
$ 10,920 12,584 $ (951) $ 22,553

The accompanying financial statements are an integral part of these financial statements.
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STATE OF NEW MEXICO Statement 13
VILLAGE OF MELROSE
Statement of Fiduciary Assets and Liabilities - Agency Funds
June 30, 2017

Agency
Funds
ASSETS
Cash $ -
Total Assets $ -
LIABILITIES
Due to other agencies $ -
Total Liabilities $ -

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF MELROSE
Notes to Financial Statements
Year Ended June 30, 2017

SUMMARY OF STGNTFICANT ACCOUNTING POLICIES

The Village of Melrose is incorporated under Section 3, Article
2, New Mexico State Statutes Annotated 1978 Compilation operating
under a Mayor-Council form of government and provides the
following services as authorized: public safety (police and
fire), highways and streets, sanitation, health and social
services, culture-recreation, public improvements, planning and
zoning and general administrative services.

The financial statements of the Village of Melrose have been
prepared in conformity with accounting principles generally
accepted in the United States of America (GAAP) as applied to
government units. The Governmental Accounting Standards Board
(GASB) 1is 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.

Reporting Entity

In evaluating how to define the government, for financial
reporting purposes, management has considered all potential
component units. The decision to include a potential component
unit in the reporting entity was made by applying the criteria
set forth in GAAP. The basic-but not the only-criterion for
including a potential component unit within the reporting
entity is the governing body’s ability to exercise oversight
responsibility. The most significant manifestation of this
ability is financial interdependency. Other manifestations of
the ability to exercise oversight responsibility include, but
are not limited to, the selection of governing authority, the
designation of management, the ability to significantly
influence coperations, and accountability for fiscal matters.
A second criterion used in evaluating potential component units
is the scope of public service. Application of this criterion
involves considering whether the activity benefits the
government and/or its citizens, or whether the activity is
conducted within the geographic boundaries of the government
and is generally available to its citizens. A third ecriterion
used to evaluate potential component units for inclusion or
exclusion from the reporting entity is the existence of special
financing relationships, regardless of whether the government
is able to exercise oversight responsibilities. Based upon the
application of these criteria, the Village had no component
units.
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Notes to Financilal Statements (continued)

B.

Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement
of net assets and the statement of activities and changes in
net assets) report information on all of the nonfiduciary
activities of the Village. For the most part, the effect of
interfund activity has been removed from these statements.
Governmental activities, which is normally supported by taxes
and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on
fees and charges for support.

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

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

Measurement focus, basis of accounting, and financial statement
resentation

The government-wide financial statements are reported using the
economic resources measurement focus and the accrual basis of
accounting, as are the proprietary fund financial statements.
Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenues
in the year for which they are billed. Grants and similar
items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements 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 30 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 judgements, are recorded only when payment is due.
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Notes to Financial Statements {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. Sales and use taxes are
classified as derived tax revenues and are recognized as
revenue when the underlying exchange takes place 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. Only the
portion of special assessments receivable due within the
current fiscal period is considered to be susceptible to
accrual as revenue of the current period. All other revenue
items are considered to be measurable and available only when
cash is received by the government.

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

The government 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.

The Fire Protection Fund (Special Revenue Fund) is to
account for the operations and maintenance of the Fire
Department. It is financed by a specific allotment from the
?tate Fire Marshall’s Office. The authority is NMSA 59A-53-

The Emergency Medical Services Fund (Special Revenue Fund)
to account for grant funds received from state sources for
development of an EMS system within the City (Authority DOH
7 NMAC 27.4)

The Village reports the following Proprietary Fund types:
Enterprise Fund - Water Fund - To account for the provision

of water services to the residents of Melrose, New Mexico.
All activities necessary to provide these services are
accounted for in this fund.

Enterprise Fund - Sewer Fund - To account for the provision
of sewer services to the residents of Melrose, New Mexico.
All activities necessary to provide these services are
accounted for in this fund.

Enterprise Fund ~ Solid Waste Fund - To account for the
revenue and expenditures for the maintenance of the solid
waste operations. All activities necessary to provide these
services are accounted for in this fund.

The Village also reports additional Governmental funds as non-
major.

Special Revenue Funds - These funds are used to account for

the proceeds of specific revenue sources that are legally
restricted to expenditures for specified purposes.
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Notes to Financial Statements (continued)

Agency funds are custodial in nature (assets equal
liabilities) and do not present results of operations or
have a measurement focus. Agency funds are accounted for
using the modified accrual basis of accounting. These funds
are used to account for assets that the Village holds for
other in an agency capacity.

As a general rule the effect of interfund activity has been
eliminated from the government-wide financial statements.

Program revenues included in the Statement of Activities derive
directly from the program itself or from parties outside the
Village’s taxpayers or citizenry, as a whole; program revenues
reduce the cost of the function to be financed from the
Village’s general revenues. Program revenues include: 1)
charges for services to taxpayers or applicants who purchase,
use or directly benefit from the goods or services provided by
the given function 2) program-specific operating grants and
contributions and 3) program specific capital grants and
contributions including special assessments.

Internally dedicated resources are reported as general revenues
rather than as program revenues. Likewise, general revenues
include all taxes.

Proprietary funds distinguish operating revenues and expenses
from nonoperating 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 enterprise fund is charged to customers for sales and
services. The enterprise fund also recognized as operating
revenue the portion of tap fees intended to recover the cost of
connecting new customers to the system. Operating expenses for
enterprise funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets.
All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

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

D. Budgets and Budgetary Acccounting

The Village follows these rocedures in establishing the
budgetary data reflected in the financial statements:

1. Prior to June 1, the Villi?e Clerk-Treasurer submits to the
Village Council a proposed operating budget for the fiscal
year commencing the following July 1. The operating budget
includes proposed expenditures and the means of financing
them based on previous year’s history. Public hearings are
conducted at the Village Hall to obtain taxpayer comments.
Prior to July 1, the budget is legally enacted through
passage of an ordinance.
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Notes to Financial Statements (continued)

2. The Village Clerk-Treasurer 1is authorized +to transfer
budgeted amounts between departments within any fund;
however, any revisions that alter the total expenditures of
any funds must be approved by the Village Council and New
Mexico State Department of Finance, Division of Local
Governments. The original budget that was adopted in July,
1998 was amended during the fiscal year 1n a legally
permissible manner.

3. Formal budgetary integration is employed as a management
contreol device during the {ear for the General Fund, Special
Revenue Funds, and Capital Project Funds.

4. Encumbrances are not reported in the budgets or financial
sStatements.

5. The level of classification detail in which expenditures of
expenses may not legally exceed appropriations for each
budget is in fund total. Appropriations lapse at year end.

6. Budgets for the General and Special Revenue Funds are
adopted on a basis not consistent with generally accepted
accounting principals. Throughout the year the accounting
records are maintained on the Non-GAAP basis of cash
receipts and disbursements. Accordingly, certain revenues
and the related assets are recognized when paid rather than
when the obligation is incurred. The financial statements
are presented on the modified accrual basis of accounting.
Budgetary comparisons presented for General and Special
Revenue Funds in this report are on the Non-GAAP budgetary
basis and actual {(cash basis). The budget of the Enterprise
Fund is adopted on a Non-GAAP cash basis.

E. Cash and Investments

Cash includes amounts in demand deposits as well as short-term
investments with a maturity of six months from the date
acquired by the government. State statutes authorize the
government to invest in cobligations of the U.S. Treasury,
interest bearing accounts with local financial institutions and
the State Treasurer Pool.

New Mexico Statutes require that financial institutions with
public monies on deposit pledge collateral, to the owners of
such monies, 1in an amount not less that 50% of the public
monies held on deposit. Collateral pledged is held in
safekeeping by other financial institutions, with safekeeping
receipts held by the Village. The pledged securities remain in
the name of the financial institution.

F. Inventories

Inventories are valued at cost, which approximates market,
using the first-in/first-out (FIFO) method,

The cost of inventories are recorded as expenditures when
purchased rather than when consumed.
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Notes to Financial Statements (continued)

G.

Deferred Inflows of Resources

In addition to 1liabilities, the balance sheet reports a
separate section for deferred inflows of resources, This
separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that
applies to a future period(s) ‘and so will not be recognized as
an inflow of resources (revenue) until that time. Revenue must
be susceptible to accrual (measurable and available to finance
expenditures of the current fiscal period) to be recognized.
If assets are recognized in connection with a transaction, but
those assets are not yet available to finance expenditures of
the current fiscal period, then the assets must be offset bg a
corresponding deferred inflow of resources. The Village has
two tgges of items, which arise due to the implementation of
GASB and the.reiated net pension liability. Accordingly,
the items, net difference between expected and actual earnings
and change in assumptions, are reported on the Statement of Net
Position, These amounts are déferred and recognized as an
inf;gwaﬁf resources in the pericd that the amounts become
avalla e.

Deferred Qutflows of Resources

In addition to assets, the balance sheet reports a separate
section for deferred cutflows of resources. This separate
financial statement element, deferred outflows of resources,
represents a use of net gositlon that %Fplles to a future
period(s) and so will not be recognized as an_ outflow of
resources (expenditure) until that time. The Village has two
types of items that qualify for reporting in this category.
Accordingly, the items, change in proportion and employer
contributions subsequent to measurement date, are reported in
the Statement of Net Position. These amounts are deferred and
recognized as outflows of resources the next period.

Capital Assets

Capital assets, which include propert¥;.plant, equipment, and
infrastructure assets (e.g., roads, ridges, sidewalks, and
similar items), are reporteéd in the applicable governmental or
business-type activities columns in the overnment-wide
financial statements. Capital assets are defined by the
government as assets with an initial, individual cost of more
han $5,000 {(amount not rounded) and an estimated useful life
in excess of one year. This is an increase from the $1,000
threshold reported in_prior years. This 1s a change in
accounting estimate. All previously reported Capital Assets
that do not meet the updated amount will be depreciated
currentl and in future periods until they are fully
depreciated.  Donated Capital Assets are recorded at their
estimated fair value at the date of donation. Additions,
improvements and other capital outlays that significantl
extend the useful life of an asset are capitalized. Pursuan
to the implementation of GASR Statement No. 34, the historical
cost of infrastructure assets, (retrocactive to 1979) are
included as part of the governmental capital assets reported in
the government wide statements. 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.

Major outlays for capital assets and improvements are
capitalized as projects are constructed. Interest incurred
during the construction phase of capital assets of business-
tgpe activities is included as part of the capitalized value of
the assets constructed.
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Netes to Financial Statements {continued)

Property, plant, and equipment of the primary government is
depreciated using the straight line method over the following
estimated useful lives:

Assets Years
Land improvements 20-50
Buildings 20-50
Building improvements 20-50
Infrastructure 30
Vehicles 3-15
Equipment 3-15

The Village does not capitalize computer software or software
developed for internal use (if applicable) unless it exceeds
the $5,000 threshold.

J. Compensated Absences

Full-time non-probationary positions are entitled to paid
vacation. They accrue vacation leave by the amount of tenure
the employee has with the municipality: 1 through 59 months -
6.6 hours a month, 60 months through 71 months - 8 hours a
month, 72 months through 107 months - 9.33 hours a month, 108
months through 131 months - 10 hours a month, 132 months
through 155 months - 10.66 hours a month, 156 months through
179 months - 11.33 hours a month, 180 months through 203 months
- 12 hours a month, 204 months through 227 months = 12.66 hours
a month, 228 months through 264 months - 14 hours a month, 264
months through 287 months - 14.66 hours a month, 288 months
through 311 months - 15.33 hours a month, 312 months through
335 months - 16 hours a month and 336 months or more 16.%6
hours a month. Employees are allowed to carry over from one
calendar year to the next up to 240 hours. The maximum payout
for vacation time is 240 hours.

Each permanent emplcyee of the Village accrues sick leave as
working days with full pay on the basis of one (1) day per
month of employment. Sick leave may be granted only from duty
because of personal illness, legal quarantine, or medial,
dental or optical appointments. In case of an extended
sickness in excess of the accumulated sick leave , annual leave
may be applied to sick leave. The employees may be eligible to
sell sick leave in excess of ten (10) days at the Tate of
seventy-five percent (75%) of regular pay, only upon aﬁproval
of the board. The maximum accrual of vacation and sick leave
time is 240 hours each.

K. Long-Term QObligations

In the government-wide financial statements, and proprietary
fund t{pes in the fund financial statements, long-term debt and
other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities,
or proprietary fund type statement of net "assets. Bond
premiums and discounts, as well as issuance costs, are deferred
and amortized over the life of the bonds using the effective
interest method. Bonds payable are reported net of the
applicable bond premium or ‘discount.

L. Taxes
Franchise Taxes - By authority of Chapter 3, Article 42, NMSA
1978 and wvarious ordinances, the Village imposes a franchise

tax on certain public utilities operating within the
municipality.
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Notes to Financial Statements ({continued)

Motor Vehicle Registration Fees - Under the provisions of
Chapter 66, Article 6, NMSA 1978, the State of New Mexico

collects various fees for the registration and regulation of
motor vehicles in the state. Of the amount collected, certain
specified amounts are distributed to various governmental
agencies with the State, including; the Motor Vehicle bivision,
State Road fund, municipalities, and counties. After certain
priority payments, as detailed in 66-6-23 NMSA 2978 have been
made, a portion of the remaining fees held in the motor vehicle
suspense fund are distributed as required in 66-6-23 B (4) and
66-6~23 B (5). These distributions are commonly referred to as
the 10% and 15% motor vehicle tax distributions.

Gasoline Tax — The State of New Mexico, by authoritg of Chapter
7, Article 13 NMSA 1978, imposed an excise tax on $0.17 on each
gallon of gasoline received in New Mexico. Of the total
gasoline taxes received, a portion is distributed to the
various municipalities within the State pursuant to Chapter 7,
?g%%cle 1-6.9 NMSA 1978 and Chapter 7, Article 1-6.27 NMSA

Municipal Gross Receipts Tax - Under authority of Chapter 7,
Articles 19 and 19D, NMSA 1978, the Village adopted gross

receipts taxing through ordinance. Said ordinances provide for
the 1mposition of gross receipts taxes on all non-exempt
persons en%?ging in business in the municipality. The tax 1is
collected by the State of New Mexico and remitted to the
Village after deducting certain administrative costs.

State Gross Receipts Tax - Under authority of Chapter 7,
Article 1, NMSA 1958, the State of New Mexico imposes a gross
receipts tax on all businesses within the State. Of the total
collected, 1.225% of the taxable gross receipts are distributed
to the municipality reporting the taxable receipts.

M. Restricted Assets

Certain long-term assets in the proprietary funds are
classified as restricted assets on the balance sheet because
their use is limited to payments for debt service or other
purpose such as “deposits held in trust for others”.

N. Net Position

The governmental activities and business-type activities
financial statements utilize a net position presentation. Net
Position are categorized as follows:

Net investment in capital assets - This category reflects the
ortion of net assets that are associates with capital assets

Eess outstanding capital asset related debt.

Restricted net position - This category reflects the portion of
net assets that have third party limitation on their use.

Unrestricted net position - This category reflects net assets
of the Village not restricted for any project or other
purposes,

0. Fund Balance
Fund balance 1is divided into five <classifications based
primarily on the extent to which the Village is bound to

observe constraints imposed upon the use of the resources in
the governmental funds. The classifications are as follows:
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Nctes to Financial Statements {(continued)

Nonspendable - The nonspendable fund balance category
includes amounts that cannot be spent because they are not
in spendable form, or 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. It also includes the long-term amount of interfund
loans.
Restricted - Fund balance is reported as restricted when

constraints placed on the use of resources are either
externall imposed by creditors (such as through debt
covenants), grantors, contrlbutors, or laws or regulations

of other governments or 1is imposed b law™ through
constitutional provisions or enabling legislation (Village
ordinances) .

Enabling legislation authorizes the Village to assess, levy,
charge, or otherwise mandate payment oI resources ({(from
external resource providers) and includes a legally
enforceable requirement that those resources be used only
for the specific Eurposes stipulated in the legislation.
Legal enforceability means that the Village can be compelled
by an external par%¥ - such as citizens, public interest
grougs, or the judiciary to use resources created by
enabling legislation only for the purposed specified by the
legislation,

Committed - The committed fund balance classification
includes amounts that can be used only for the specific
purposes imposed by formal action (ordinance or resolution)
of the Village Council. Those committed amounts cannot be
used for any other purpose unless the Village Council
removes or changes the specified use by taking theé same ty%e
of action (ordinance or resolutidn) it emgloyed o}
Erev1ousl commit those amounts. In contrast to fund
alance hat is restricted, ng enabling legislation,
committed fund balance classification may be redeployed for
other purposes with appropriate due process. Consftraints
imposed on the use of committed amounts are imposed by the
Village Council, separate from the authorization to raise
the underlying revenue; therefore, compliance with these
constraints are not considered to be legally enforceable.

Committed fund balance also incorporates contractual
obligations to the extent that existing resources in the
fund have been specifically committed for use in satisfying
those contractual requirements.

Assigned - Amounts in the assigned fund balance
classification are intended to be used by the Village for
specific cipurposes but do not meet the criteria to be
classified as restricted or committed. In governmental
funds other than the General Fund, assigned fund balance
represents the remaining amount that is not restricted or
committed. In the General Fund, a531gped amounts represent
intended uses established bg the Village Council or a
Village official delegated that authority by the Village
Council or ordinance.

Unassigned - Unassigned fund balance is the residual
classification for <the General Fund and includes all
spendable amounts not centained in the other
classifications. In other overnmental funds, the

unassigned classification is used only to report a deficit
balance resulting from overspending or specific purposes
for which amounts have been resfricted, committed, or
assigned.
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Notes to Financial Statements (continued)

The Village applies restricted <resources first when
expenditures are incurred for purposes for which either
restricted or unrestricted (committed, assigned, and
unassigned) amounts are available. Similarly, within
unrestricted fund balance, committed amounts are reduced first
followed by assigned, and then unassigned amounts when
expenditures are incurred for purposes for which amounts in any
of the unrestricted fund balance classifications could be used.

P. 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.

Q. 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 carries commercial insurance for these risks of
loss, including workers’ compensation and employee health and
accident insurance. Settled claims resulting from these risks
have not exceeded commercial insurance coverage in the current
fiscal year.

R. Surety Coverage

The officials and certain employees of the Village are covered
by a surety bond as required by Section 12-6-7 NMSA 1978
Compilation and the New Mexico State Auditor Rule NMAC 2.2.

3. Pensions

For purposes of measuring the net pension liability, deferred
outflows of resources and deferred inflows of resources related
to pensions, and pension expense, information about the
fiduciary net position of the Public Employees Retirement
Association (PERA) and additions to/deductions from PERA’s
fiduciary net position have been determined on the same basis
as they are reported by PERA, on the economic resources
measurement focus and accrual basis of accounting. For this
purpose, benefit payments (including refunds of employee
contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported
at fair wvalue.

2. DEPOSITORY COITATERAL

According to the Federal Deposit Insurance Authority, public unit
deposits are funds owned by the Village’s Time deposits, savings
deposits and interest bearing NOW accounts of a public unit in an
institution in the same state will be insured up to $250,000 in
aggregate and separate from the $250,000 coverage for public unit
demand deposits at the same institution.
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Nctes to Financial Statements (continued)
The following 1is the Cash on Deposit at each financial
institution.
American Heritage Bank Checking $ 1,382,083
American Heritage Bank Sewer Savings 3,148
American Heritage Bank Fire Savings 24,974
Bmerican Heritage Bank Water Savings 80,471
American Heritage Bank Cemetary Savings 1,001
American Heritage Bank Cemetary Certificate of
Deposit 9,327
American Heritage Bank Water Certificate of
Meter Deposit
Deposit 4,000
American Heritage Bank Sewer Certificate of
Deposit 9,562
American Heritage Bank General Certificate of
Deposit 43,199
$ 1,567,765
NM Finance Authority Fire $ 1,536
NM Finance Authority Fire 190

$ 1,726

Total amount on deposit $ 1,569,491
5

Deposit in transit

Outstanding checks (20,434)
Total per financial statements $ 1,549,062

The following schedule details the public money held by American
Heritage Bank and the pledged ccllateral provided for the Village

follows:
American
Heritage
Bank
Cash on deposit at June 30 $ 1,567,765
Less FDIC (435,681)
Uninsured funds 1,132,084
Funds needing collateralization
at 50% (required by State Law) 566,042
Pledged collateral at June 30 (2,162,031}
Excess of Pledged Collateral § 1,595,989

Custodial Credit Risk - Deposits - Custodial Credit Risk is the
risk that in the event of bank failure, the Village’s deposits
may not be returned to it. The Village does not have a deposit
policy for custodial credit risk. As of June 30, $1,132,084 of
the Village’s bank balance $1,567,765 was exposed to custodial
credit risk as follows:
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Notes to Financial Statements (continued)

A, Uninsured and Uncollateralized ] -
B. Uninsured and collateralized

with securities held by the

pledging banks trust department,

but not in the Village’s name 1,132,084
Total $§ 1,132,084

NM State Statutes require collateral pledged for deposits in
excess of the federal deposit insurance to be delivered, or a
joint safekeeping receipt be issued, to the cooperative for at
least one half of the amount on deposit with the institution.

The types of collateral allowed are limited to direct obligations
of the United States Govermment and all bonds issued by any
agency, district or political subdivision of the State of New
Mexico. The collateral pledged is shown as follows:

Bank of New York Mellon Maturity Date Fair Market Value
FHMS #3137RAA4W0 1-25-21 $1,102,656
FHMS #3137B36J2 2=-25-23 1,059,375

$2,162,031

The amount held at the New Mexico Finance Authority totaling
$1,726 1is collateralized within the NMFA guidelines. This
information is not available by individual Agency but the
financial statements for the NMFA are available by writing to New
Mexico Finance Authority, 207 Shelby Street, Santa Fe, New Mexico
87501.

33 ACCOUNTS RECEIVABLES

Receivables as of June 30, including the applicable allowances
for uncollectible accounts, are as follows:

Governmental Business-Type
Activities Activities
Receivables from customers $ - $ 27,882
Less allowance for uncollectible
accounts = (2,.377)
Subtotal - 25,505
Franchise taxes 606 -
Gross recelipts taxes receivable 10,964 959
Property taxes receivable 358 -
Gas tax 1,499
Znvironmental gross receipts tax - 249
Legislative appropriation 36,956 -
Total $ 50,383 $ 26,713

29



Notes to Financial Statements (continued)
4, PROPERTY TAX

Property taxes attach as an enforceable lien on property as of
January 1. Property tax rates for the year are set no later than
September 1 each vyear by the Secretary of Finance and
Administration. The rates of tax are then used by County Assessors
to develop the property tax schedule by October 1. Taxes are
payable in equal semi-annual installments by November 10 and April
10 of the subsequent year. Taxes are collected on behalf of the
Village by the County Treasurer, and are remitted to the Village in
the month following collection. Because the Treasurer for the
county in which the Village is located is statutorily required to
collect taxes as an intermediary agency for all forms of
government, distribution of taxes are made through the applicable
County to the Village.

The Village 1is permitted to levy taxes for general operating
purposes based on taxable value for Dboth residential and
nonresidential property, taxable value being defined as one-third
of the fully assessed value. In addition, the Village is allowed
to levy taxes for payments of bond principal and interest in
amounts approved by voters of the Village.

The Village accounts for its share of property taxes in the General
Fund. Only those collections received are recorded as revenues.
The Village has no means of determining the amount of delinquent
taxes, and no delingquent taxes are recorded on the Villages
financial records.

5. LONG-TERM T.TABILITIES
A. Changes in long-Term Liabilities
Governmental Funds

During the year ended June 30, the following changes occurred
in the liabilities reported in the Governmental Funds:

Balance o . Balance Due Within

June 30, 2016 Additions Deletions June 30, 2017 One Year

Corlggensated absences 8 3,964 $ 1,975 5 . ] 5,939 S -
NMFA loan payable 310,200 - 40,375 270,525 41,568

$ 314,864 § 1,975 $ 40,375 § 276,464 § 41,568

The com%ensated absences payable will be liguidated by the General
Fund. he loan will be liquidated by the Fire Protection Fund.

The Village entered into a loan agreement with the New Mexico
Finance Authority evidencing a special limited obligation of the
Village to pay a principal amount of $340,025 and interest for the
purpose of defraying the cost of purchasing a fire truck. The
gearly payments are to be redirected from the Village’s Fire

rotection Funds allotted each year. The interest rate i3 1.47% to
3.61%. The maturity date is May 1, 2020

30



Notes to Financial Statements (continued)

Due Year

Ending June 30 Principal Interest Total
2018 3 37,110 $ 3,992 s 41,102
2019 38,342 2,760 41,102
2020 39,672 1,432 41,104

$§ 115,124 $ B,184 $§ 123,308

The Village entered into a loan agreement with the New Mexico
Finance authority evidencing a special limited obligation of the
Village to pay a principal amount of $172,550 and interest for the
purpose of defraying the cost of purchasing a fire truck. The
yearly payments are to be redirected from the Village’s Fire
Protection Funds allotted each year. The interest rate is 0.420%
to 2.120%. The maturity date is May 1, 2023.

The debt service requirement to maturity, including interest is as

follows:
Year Principal Interest Total
2018 s 4,458 $ 1,675 8 6,133
2019 4,551 1,618 6,169
2020 4,659 1,546 6,205
2021 45,883 1,460 47,343
2022 47,182 488 47,670
2023 18,668 - 48, 668

$ 155,401 $ 6,787 § 162,188

Enterprise Fund

During the year ended June 30, the following changes occurred in
certain long-term liabilities reported in the Enterprise Fund:

Balance L . Balance Due Within
June 30, 2016 Additions Deletions June 30, 2017 One Year
Compensated absences payable $ 1,778 5 2,657 3 - 8§ 4,435 § -

B. Operating lLease

The District did not have any capital or operating leases during the
fiscal year.

C. Short-Term Liabilities

The District did not have any short-term liabilities during the
fiscal year.
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6.

CAPTTAL ASSETS

(continued)

The amount of property, plant and equipment in the Business-Type
Activities consists of the following:

Vehicles

Equipment

Heavg'equlpment
in

Buil

gs

Infrastructure

Total capital assets
being depreciated

Less accumulated depreciation

Net capital assets

Balance
June 39, 2016

Balance

Additions Adjustments Deletions June 30, 2017

$ = E - § 11,598 $ $ 11,598
254,250 - (37,623} - 216,627

- - 26,025 - 26,025

3,769 117 45,111 = E 3:;814,228
4,023,367 45,111 3 4,068,478
(1,131,575) {104, 304) {1,370,793) {2,606,672)

5 2,891,792 $ (59,193) $(1,370,783) § = $ 1,461,806

The amount of the property, plant and equipment in the Governmental-
Type Activities consists of the following:

Vehicles

Equipment

Heavy equipment
Buildings & improvements
Infrastructure

Total capital assets
beirg depreciated

Less accurmulated depreciation

Net capital assets

7.

Balance Balance
June 30, 2016 Additions Adjustments Deleticns June 3¢, 2017
- $ 46,116 $ 110,970 $ $ 157,086
2,092,596 28,272 (1,871,108) 249,760
- 570,587 1,760,138 = 2,330,725
962,846 - = 962,846
5,929, 837 . . - 5,929,837
8,985,279 644,975 - - 9,630,254
(3,182,372 (396,451) (3,605,598) . (7,184,421)
$ 5,802,907 5 248,524 3(3,605,598) § - F 2,445,833

RECONCILIATION OF BUDGETARY BASTIS TQ GAAP BASIS STATEMENTS

Reyenues

Accrual basis
Budget bhasis

Increase {decrease)
in receivables/
allowance for
doubtful accounts

Expenditures

Accrual basis
Budget basis

Increase (decrease)
in compensated
absences/payables

Fire
General Protection EMS Governmental Proprietary
Fund Fund Fund Funds Funds
$ 366,070 S 251,073 $ 40,511 § 107,812 $
368,221 251,073 40,511 70,856
3 (2,151) § = $ - $ 36,956 §
$ 329,229 § 675,638 § 26,568 § 98,790 $
332,247 674,769 27,852 62,786
$ (3,018) § 869 $ {1,284) § 36,004 %
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8.

RETTREMENT PLAN
Summary of Significant Accounting Policies

Pensions. For purposes of measuring the net pension liability,
deferred ocutflows of resources and deferred inflows of resources
related to pensions, and pension expense, information about the
fiduciary net position of the New Mexico Public Employees
Retirement Association (PERA) and additions to/deductions from
PERA’ fiduciary net position have been determined on the same basis
as they are reported by PERA, on the economic resources measurement
focus and accrual basis of accounting. For this purpose, benefit
payments (including refunds of employee contributions) are
recognized when due and payable in accordance with the benefit
terms. Investments are reported at fair wvalue.

General Information about the Pension Plan

Plan description. The Public Employees Retirement Fund {PERA Fund)
is a cost-sharing, multiple employer defined benefit pension plan.
This fund has six divisions of members, including State General,
State Police/Adult Correction Officer, Municipal General, Municipal
Police/Detention Officers, Municipal fire, and State Legislative
Divisions, and offers 24 different types of coverage within the
PERA glan. All assets accumulated may be used to pay benefits,
including refunds of member contributions, to any of the plan
members or beneficiaries, as defined by the terms of this plan.
Certain coverage plans are only applicable to a specific division.
Eli%ibilit for membership in the PERA Fund is ‘set forth in the
Public Employees Retirement Act (Chapter 10, Article 11, NMSA
1978) . Except as provided for in the Volunteer Firefi hters
Retirement Act (10-11A-1 to 10-11A-7, NMSA 1978), the Judicial
Retirement Act (10-12B-1 to 10-12B-19, NMSA 1978), the Magistrate
Retirement Act (10-12C-1 to 10-12C-18, NMSA 1978), and the
Educational Retirement Act (Chagter 22, Article 11, NMSA 1978), and
the provisions of Sections 29-4-1 through 29-4-11, NMSA 1978
governing the State Police Pension Fund, each employee and elected
official of every affiliated public employer is required to be a
member in the PERA Fund.

PERA issues a publicly available financial report and a
comprehensive annual financial report that can be obtained at
g%%p://saonm.org/ using the Audit Report Search function for agency

Benefits provided. For a description of the benefits provided and
recent changes to the benefits see Note 1 in the PERA audited
financial statements for the fiscal vyear ended June 30, 2016
available at:

http://www.pera.state.nm.us/pdf/AuditFinancialStatements/366 Publ
ic_Employees_Retirement Association 2016.pdf. o

Contributions. The contribution requirements of defined benefit
plan members and the Village of Melrose are established in state
statute under Chapter 10, Article 11, NMSA 1978. The contribution
requirements may be amended by acts of the legislature. For the
employer and employee contribution rates in effect for FY16 for the
various PERA coverage options, for both Tier I and Tier IT, see the
tables available in the note disclosures of the PERA FY16 annual
audit report at:

http://osanm.org/media/audits/366_Public_Employees Retirement Ass
ociation 2016.pd€f. -
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The PERA coverage options that apply to the Village of Melrose are:
Municipal General Division. Statutorily required contributions to
the pension plan from the Village of Melrose were $11,714 for the
year ended June 30, 2017.

Pension Liabilities, Pension Expense, and Deferred Outflows of
Resources and Deferred Inflows of Resources Related to Pensions:
The PERA pension liability amounts, net pension liability amounts,
and sensitivity information were based on an annual actuarial
valuation performed as of June 30, 2015. The PERA pension liability
amounts for each division were rolled forward from the valuation
date to the Plan year ending June 30, 2016, using generally
accepted actuarial principles. Therefore, the employer’s portion
was established as of the measurement date June 30, 2016.

The assets of the PERA fund are held in one trust, but there are
six distinct membership groups (municipal general members,
municipal police members, municipal fire members, state general
members, state police members and legislative members) for whom
separate contribution rates are determined each year pursuant to
chapter 10, Article 11 NMSA 1978. Therefore, the calculations of
the net pension liability, pension expense and deferred Inflows and
Outflows were preformed separately for each of the membership
groups: municipal general members; municipal police members:;
municipal fire members; state general members; state police members
and legislative members. The Village of Melrose’s proportion of the
net pension liability for each membership group that the employer
participates in 1is based on the employer contributing entity’s
percentage of that membership group’s total employer contributions
for the fiscal year ended June 30, 2016. Only employer
contributions for the pay period end dates that fell within the
period of July 1, 2015 to June 30, 2016 were included in the total
contributions for a specific employer. Regular and any adjustment
contributions that applied to FY 2016 are included in the total
contribution amounts. In the event that an employer is behind in
reporting to PERA 1its required contributions, an estimate
(receivable) was wused to project the un-remitted employer
contributions. This allowed for fair and consistent measurement of
the contributions with the total population. This methodeclogy was
used to maintain consistent measurement each year in determining
the percentages to be allocated among all the participating
employers.

For PERA Fund Municipal General Division, at June 30, 2017, the
Village of Melrose reported a liability of $201,306 for its
proportionate share of the net pension liability. At June 30, 2016e,
the Village of Melrose’s proportion was 0.0126%, which was unchanged
from its proportion measured as of June 30, 2015, due to the
insignificance of the difference.

For the year ended June 30, 2017, the Village of Melrose recognized
PERA Fund Municipal General Division pension expense of $23,254. At
June 30, 2017, the Village of Melrose reported PERA Fund Municipal
General Division deferred outflows of resources and deferred inflows
or resources related to pensions from the following sources:
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Deferred Deferred
Outflows of Inflows of
Resources Resources
Changes of assumptions 8 11,804 $ 33
Experience versus actual 10,058 1,965
Net difference between projected
and actual earnings on pension
plan investments 37,040 -
Change in proportion 8,014 -
Village of Melrose’s
contributions subsequent
to the measurement date 11,714 -
Total $ 78,630 $ 1,998

$11,714 reported as deferred outflows of resources related to
pensions resulting from Village of Melrose’s contributions
subsequent to the measurement daté June 30, 2016 will be recognized
as a_reduction of the net pension liability in the year ended June
30, 2017. Other amounts reported as deferred outflows of resources
and deferred inflows of resources related to pensions will be
recognized in pension expense as follows:

Year ended June 30;:

N
WWMm
- M O wm
wuInoo
OO

[NSTAST O] 0]

Actuarial assumptions. As described above, the PERA Fund member
group pension liabilities and net pension liabilities are based on
actuarial valuations performed as of June 30, 2015 for each of the
membership groups. hen each PERA Fund member group ension
liability was rolled forward from the valuation date to the Plan
year ending June 30, 2016 using generally accepted actuarial
principles.” There were no significant events or changes in benefit

rovisions that required ‘an adjustment to the roll-forward

iabilities as of June 30, 2016. These actuarial methods and
assumptions were adopted by the Board for use in the June 30, 201e
actuarial valuation.

Actuarial wvaluation date June 30, 2014

Actuarial cost method Entry age normal

Amortization method Level percentage of pay, open
Amortization period Solved for based on statutory rates
Asset valuation method Fair value

Actuarial assumpticns:
- Investment rate of return 7.48% annual rate, net of investment

expense

= Payroll growth 3.%0% annual rate

- Projected salary increases 3.50% to 14.25% annual rate

= Includes inflation at 3.00% annual rate

# Progected benefit payment 100 %ears

- Mortality assumption RP-2000 Mortality Tables (Combined
table for health post-retirements,
Emplo¥$e table for active members,
and Disabled table for disabled
retirees before retirement age) with
grojections to 2018 using Scale AA,

- Experience study dates uly 1, 2008 to June 30, 2013
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The long-term expected rate of return on pension plan investments
was determined using a statistical anal¥sis in which best-estimate
ranges of expected future real rates of return (expected returns,
net of pension plan investment expense and inflation) are developed
for eacﬁ major asset class. These ranges are combined to produce the
long-term expected rate of return by weighting the expected future
real rates of return by the target asset allocation percentage and
by adding expected inflation. The target asset allocation and most
recent best estimates of arithmetic real rates of return for each
major asset class are summarized in the following table:

Target Long-Term Expected
ALL FUNDS - Asset Class Allocation Real Rate of Return
US Equity 21.10% 5.00%
International Equity 24.80% 5.20
Private Equity 7.00% 8.20
Core and Global Fixed Income 26.10% 1.85
Fixed Income Plus Sectors 5.00% 4.80
Real Estate 5.00% 5.30
Real Assets 7.00% 5.70
Absolute Return 4.00% 4,15

Total 100.00%

Discount rate: The discount rate used to measure the total pension
liability was 7.48 percent. The projection of cash flows used to
determine the discount rate assumed that future contributions will
be made in accordance with statutory rates. On this basis, the
pension plan’s fiduciary net position together with the expected
future contributions are sufficient to provide all projected future
benefit payments of current lan members as determined in
accordance with GASBS 67. Therefore, the 7.48% assumed long-term
eercted rate of return on pension plan investments was apglled to
all periods of projected benefit payments to determine the total
pension liability.

Sensitivity of the Village of Melrose’s proportionate share of the
net pension liability to changes in the discount rate. The
following tables show the sensitivity of the net pension liability
to changes in the discount rate. In particular, the tables present
the Village of Melrose’s net pension liability in each PERA Fund
Division that Village of Melrose participates in, under the current
single rate assumption, as if it were calculated using a discount
rate one percentage point lower (6.48%) or one percentage point
higher (8.48%) than the single discount rate.

PERA Fund Municipal 1% Decrease Current 1% Increase
General Division (6.48%) Discount Rate {8.48%)
(7.48%)

Village of Melrose’s
proportionate share of
the net pension

liability $§ 300,129 $ 201,306 $ 119,337

Pension plan fiduciary net position. Detailed information about the
pension plan’s fiduciary net position is available in the
separatelg issued FY1l5 Restated PERA financial report. The report
is available at http://www.pera.state.nm.us/publications.html.
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9.

POST-EMPLOYMENT BENEFITS — STATE RETIREE HEALTH CARE PLAN

Plan Description. Village contributes to the New Mexico Retiree
Health Care Fund, a cost-sharing Hmltiple—emploiﬁr defined benefit
post-employment healthcare plan administered by the New Mexico
Retiree Health Care Authority (RHCA). The RHCA provided health
care insurance and prescription drug benefits to retired employees
of participating New Mexico government agencies, their spouses,
dependents and surviving spouses and dependents. The RHCA Board
was established by the Retiree Health Care Act {(Chapter 10, Article
7C NMSA 1978). The Board is responsible for establishing and
amending benefit provisions of the healthcare plan and is also
authorized to designate optional and/or voluntary benefits like
dental, vision, supplemental life insurance, and long-term care
policies.

Eligible retirees are: (1) retirees who make contributions to the
fund for at least five years prior to retirement and whose eligible
employer during that period of time made contributions as a
participant in the RHCA plan on the person's behalf unless that
person retires before the employer’s RHCA effective date, in which
event the time period required for employee and employer
contributions shall become the period of time betfween the employers
effective date and the date of retirement; (2) retirees defined by
the Act who retired prior to July 1, 1990; (3) former legislators
who served at least two years; and (4) former governing authority
members who served at least four years.

The RHCA issues a publicly available stand-alone financial report
that includes financial statements and required supplementary
information for the post-employment healthcare plan. The report
and further information can be obtained by writing to Retiree
Health Care Authority, 4308 Carlisle Boulevard, = Suite 104,
Albuquerque, New Mexico 87107,

Funding Policy. The Retiree Health Care Act (Section 10-7C-13 NMSA
1978) authorized the RHCA Board to establish the monthly premium
contributions that retirees are required to pay for healthcare
benefits. Each participating retiree pays a monthlypremium
according to a service based subsidy rate schedule for the medical
plus basic life plan plus an additional participation fee of five
dollars if the eligible participant retired prior to the employer’s
RHCA effective date or 1s a former legislator or former governing

authority member. Former le%;slators and governing authority
members are required to ay 100% of the insurance premium to cover
their claims and the administrative expenses fo the plan. The

monthly premium rate schedule can be obtained from the RHCA or
viewed on their website at www.nmrhca.state.nm,us.

The employer, employee and retiree contributions are required to be
remitted to the RHCA on a monthly basis. The statutory
requirements for the employer and employee contributions can be
changed by the New Mexico State Legislature. Employers that choose
to become participating employers after Janua€¥ 1, 1998, are
required to make contributions to the RHCA fund in the amount
determined to be appropriate by the board.

The Retiree Health Care Act (Section 10-7C-15 NMSA 1978) is the
statutory authority that establishes the required contributions of
participating employers and their employees. For employees that
were members of an enhanced retirement plan {state police and adult
correctional officer member coverage plan 1; municipal police
member coverage plans 3, 4 or 5; municipal fire member coverage
plan 3, 4 or 5; municipal detention officer member coverage plan 1;
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10.

11.

and members pursuant to the Judicial Retirement Act) during the
fiscal year ended June 30, 2013, the statute regquired each
participating employer to contribute 2.5% of each participating
employee’s annual salary; and each participating em loyee was
required to contribute 1.25% of their salary. For employées that
were not members of an enhanced retirement plan during the fiscal
year ended June 30, 2013, the statute required each participatin

employer to contribute 2.0% of each participating employee’ s annua

salary; each participating employee was required to contribute 1.0%
of their salar¥. In addition, pursuant to Section 10-7C-15(G) NMSA
1978, at the first session of the Legislature following July 1,
2013, the legislature shall review and adjust the distributions
pursuant to section 7-1-6,1 NMSA 1978 and the employer and employee
contributions to the authority in order toc ensure the actuarial
soundness of the benefits provided under the Retiree Health Care
Act.

The Villa%e contributions to the RHCA for the yvears ended June 30,
2017, 2016 and 2015 were $3,062, $2,695 and $ 783, respectively,
which equal the required contributions for each year.

DEPOSITS HELD FOR QOTHERS, ENTERPRISE FUND
Deposits in the Water and Wastewater Utility Enterprise Fund
consist of the following:
Hydrant Meter deposits $ 8,380
Water meter deposits are charged to new customers and consist of
the following:
Residential properties S 50
Commercial properties $ 100
FUND BATLANCES CLASSIFIED
Fund balance is classified as nonspendable, restricted, committed,
assigned and/or unassigned upon the use of the resources in the
government funds. The constraints placed on fund balance for the
major governmental funds and all other governmental funds are
presented here,
Fire Other
General Protection EMS Governmental
Fund Balances Fund Fund Fund Funds Totals
Nonspendable
Inventory $ - § - S - 8 - 5 =
Total nonspendable ] - - $ - 5 - $ -
Restricted for:

Tre protection $ § 87,475 $ $ - 3 87,475
Public safety = - - 26,633 26,633
Emergency services - 153,130 153,130
Recreation services - - 3,877 3,877
Corrections = = - 15,649 15,649
State mandated cash

reserves 77,658 - = 17,658
Capital outlay - N = -
Debt service = 1,726 = 1,726

Total restricted 77, 658 89,201 153,130 46,159 366,148
Committed to;

8r purpcses = = =] - -

Total committed - N -t = =
Unassiagned: 982,265 = = - 962,265

Total Fund Balances $§ 1,059,923 § 89,201 $ 153,130 $ 46,159 § 1,348 413
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12,

13.

14,

LEGISLATIVE APPROPRIATIONS o
Remaining
Appropriation Term Amount Balance
Laws of 2014, Chapter 65 November 20,2015 S 34,000 ] 2,894
Section 10, Subsection 10A to June 30, 2018
Paragraph 31 o
Remaining
Appropriation Term Amount Balance
Laws of 2014, Chapter 65 November 20,2015 S 900 5 118
Section 10, Subsection 10A tc June 30, 2018
Paragraph 29 .
Remaining
Appropriation Term Amount Balance
Laws of 2014, Chapter &5 November 21,2015 $ 120,000 5 83,827
Section 10, Subsection 10A to June 30, 2018

Paragraph 30

RESTATEMENT OF FUND BALANCE

The General Fund had a restatement of $7,290 to adjust cash at
July 1, 2016,

NET POSITTION RESTATEMENT

The Village had a prior period adjustment of $3,605,598 in
accumulated depreciation and $7,290 to adjust the General Fund
Cash at July 1, 2016.

39



NON-MAJOR FUNDS



NON-MAJOR SPECIAL REVENUE FUNDS

ALL FUNDS - All funds were created by management directive.

SENIORS - To account for the resources from a grant to purchase and equip
a vehicle for the Melrose Senior Center, to purchase and install meals
equipment and to plan, design, renovate and equip the Melrose Senior
Center. (Authority is three Capital Appropriation Project Grants)

LAW ENFORCEMENT PROTECTION FUND - To account for grants received from
state sources for the purpose of buying equipment for the Village Police
department. (Authority is NMSA 29-13-3)

RECREATION FUND - To account for the operation and maintenance of
recreation Tacilities in the Village. Financing 1is provided by a
specific annual cigarette tax levy. Authority: NMSA 7-12-1 and 7-12-15.

CORRECTIONS FUND - To account for the fines collected on local violations
by the Village Court to be used for the costs associated with housing
Village prisoners. (Authority is NMSA 35-14-11)

CEMETERY FUND - To account for resources received for the operations of

the cemetery. Cemetery plots are also sold. (Authority is Village
Council)



STATE OF NEW MEXICO
VILLAGE OF MELROSE Statement A-1
Non-Major Special Revenue Funds
Combining Balance Sheet
June 30, 2017

Law
Enforcement
Seniors Protection Recreation Cemetery Corrections
Fund Fund Fund Fund Fund Total
ASSETS
Cash on deposit $ - $ 8,026 $ 3,877 $ 18,607 $ 15,649 $ 46,159
Accounts receivable 36,956 - - - - 36,956
Total assets $ 36,956 $ 8,026 $ 3,877 $ 18,607 $ 15,649 $ 83,115
LIABILITIES
Accounts payable $ 36,956 $ - $ - $ - $ - $ 36,956
Total Liabilities 36,956 - - - - 36,956
FUND BALANCE
Restricted - 8,026 3,877 18,607 15,649 46,159
Total fund balance - 8,026 3,877 18,607 15,649 46,159
Total fund balance and
liabilities $ 36,956 $ 8,026 $ 3,877 $ 18,607 $ 15,649 $ 83,115

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO Statement A-2
VILLAGE OF MELROSE
Non-Major Special Revenue Funds
Combining Statement of Revenues, Expenditures
and Changes in Fund Balances
Year Ended June 30, 2017

Law
Enforcement
Seniors Protection Recreation Cemetery Corrections
Fund Fund Fund Fund Fund Totals
REVENUES
Taxes $ - $ - $ - $ - $ - $ -
Gas taxes - - - - - -
Charges for services - - - 6,480 - 6,480
Licenses and permits - - - - - -
Fines and forfeitures - - - - 7,603 7,603
Local sources - 5,633 - - - 5,633
State sources 68,062 20,000 - - - 88,062
Federal sources - - - - - -
Earnings from investments - - - 34 - 34
Total revenues 68,062 25,633 - 6,514 7,603 107,812
EXPENDITURES
Current:
General government - - - - - -
Highways and streets - - - - - -
Public safety - 11,482 - 3,948 - 15,430
Culture and recreation 8,684 - 288 - - 8,972
Capital outlay 59,378 15,010 - - - 74,388
Total expenditures 68,062 26,492 288 3,948 - 98,790
Excess (deficiency) of revenues over
expenditures - (859) (288) 2,566 7,603 9,022
OTHER FINANCING SOURCES (USES)
Transfers in - - - - - -
Transfers out - - - - - -
Loan proceeds - - - - - -
Total other financing
sources (uses) - - - - - -
Net change in fund balance - (859) (288) 2,566 7,603 9,022
Fund balance, beginning of year - 8,885 4,165 16,041 8,046 37,137
Fund balance, end of year $ - $ 8,026 $ 3,877 $ 18,607 $ 15,649 $ 46,159

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF MELROSE
SCHEDULE OF THE EMPLOYER®"S PROPORTIONATE SHARE OF THE

NET PENSION LIABILITY OF PERA FUND MUNICIPAL GENERAL DIVISION

Public Employees Retirement Association (PERA) Plan

Last 10 Fiscal

Village of Melrose"s
proportion of net pension liability
(asset)

Village of Melrose®s
proportionate share of the net pension
liability (asset)

Village of Melrose*s
covered-employee payroll

Village of Melrose*s

proportionate share of the net pension
liability (asset) as a percentage

of i1ts covered-employee payroll

Plan fiduciary net position as a

percentage of the total pension liability

Schedule 1

Years*
2015 2016 2017
0.01120% 0.01260% 0.01260%
87,381 $ 128,468 $ 201,306
135,739 $ 139,135 $ 158,308
64.37% 92.33% 127.16%
81.29% 76.99% 69.18%

*The amounts presented were determined as of June 30. This schedule is presented to

illustrate the requirement to show

10-year trend is compiled, the

Village

information for 10 years. However,
Melrose will present

for those years for which information is available.

See Independent Auditor®s Report
See notes to required supplementary information
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Contractually required contribution

Contributions in relation to the
contractually required contribution

Contribution deficiency (excess)

Village of Melrose®s
covered-employee payroll

Contributions as a percentage of
covered-employee payroll

*The amounts presented were determined as of June 30.

STATE OF NEW MEXICO
VILLAGE OF MELROSE
SCHEDULE OF EMPLOYER®S CONTRIBUTIONS

Public Employees Retirement Association (PERA) Plan
PERA Municipal General Division

Last 10 Fiscal

illustrate the requirement to show

10-year trend 1is compiled,

for those years for which information is available.

the

Schedule 11

information for 10 years.

Village

of

Melrose

See Independent Auditor®s Report

See notes to required supplementary information
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will

This schedule is

However,
present

Years™*
2015 2016 2017
$ 10,045 $ 10,296 $ 11,714
(10,045) (10,296) (11,714)
$ - $ - $ -
$ 135,739 $ 139,135 $ 158,308
7.4% 7.4% 7.4%

presented to
until a Full
information



Schedule 111

STATE OF NEW MEXICO
VILLAGE OF MELROSE
Notes to Required Supplementary Information
June 30, 2017

Changes of benefit terms. The PERA Fund COLA and retirement
eligibility benefits changes in recent years are described in Note
1 of the PERA FY16 audit available at:

http://www.pera.state.nm.us/pdf/AuditFinancialStatements/366_Publ
ic_Employees Retirement Association_2016.pdf

Changes of assumptions.

The Public Employees Retirement Association (PERA) of New Mexico
Annual Actuarial Valuation as of June 30, 2016 report is available
at:

http://www.pera.state.nm.us/pdf/Investments/RetirementFundValuati
onReports/6-30-2016%20PERA%20Valuation%20Report FINAL.pdf

See Independent Auditor®s Report
See notes to required supplementary information
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Schedule 1V

STATE OF NEW MEXICO
VILLAGE OF MELROSE
Schedule of Changes iIn Assets
and Liabilities - All Agency Funds
Year Ended June 30, 2017

Balances Balances
June 30, 2016 Additions Deletions June 30, 2017
ASSETS

Cash $ - $ 3,312 $ 3,312 $ -
Total assets $ - $ 3,312 $ 3,312 $ -

LIABILITIES
Due to other agencies $ - $ 3,312 $ 3,312 $ -
Total liabilities $ - $ 3,312 $ 3,312 $ -

The accompanying notes are an integral part of these financial statements.
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AUDITING CERTIFIED PUBLIC ACCOUNTANTS TAX PLANNING
BOOKKEEPING 11805 Menaul NE TAX PREPARATION
(505) 292-8275 Albuquerque, NM 87112 FAX (505) 294-8904

REPORT ON INTERNAL CONTROL QOVER FINANCIAL REPORTING AND ON
COMPLIANCE AND CTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR'S REPORT

Mr. Wayne A. Johnson
New Mexico State Auditor
and
Honorable Mayor and Village Ccuncil
Village of Melrose
Melrose, New Mexico

We have audited, in accordance with the auditing standards
generally accepted in the United States of America and the
standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United
States the financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate
remaining fund information, the budgetary comparisons of the
General and Fire Protection Funds of the Village of Melrose, as of
and for the year ended June 30, 2017 and the related ncotes to the
financial statements, which collectively comprise the Village of
Melrose’s basic financial statements, presented as supplemental
information, and have issued our report thereon dated December 11,
2017. '

Internal Control Over Financial Reporting

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

A deficiency 1in internal control exists when the design or
operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A
material weakness is a deficiency, or combination of deficiencies,
in internal control such that there is a reasonable possibility
that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis.
We consider the deficiencies described in the accompanying Schedule
of Findings and Responses listed as Capital Assets
Listing/Depreciation Schedule (2017-003), DFA Report Incorrect



(2017-007) and Village’s Accounting Software Not Adequate to Create
Financial Statements {(2017-010) to be material weaknesses.

A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those
charged with governance. We consider the deficiencies described in
the accompanying Schedule of Findings and Responses listed as Water
Meter Deposits (2017-005) to be a significant deficiency.

Our consideration of internal control over financial reporting was
for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in
internal control over <financial reporting that might be
deficiencies, significant deficiencies or material weaknesses and
therefore, material weaknesses or significant deficiencies may
exist that were not identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Village
of Melrose’'s financial statements are free of material
misstatement, we performed tests of its compliance with certain

provisions of laws, regulations, contracts, and grant agreements,
non-compliance with which could have a direct and material effect
cn the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed instances of
noncompliance or other matters that are required to be reported
under Government Auditing Standards and which are described in the
accompanying Schedule of Findings and Responses as Chief
Procurement Officer (2017-001), Purchase Orders Required (2017-
002), Transactions Made by Third Parties Not Recorded on the Books
of Record (2017-004), Annual Leave Tracking (2017-006), No
Depreciation Policy (2017-008) and Amounts Collected con Behalf of
the State (2017-0092).

Responses to Findings

The Village of Melrose’s responses to findings identified in our
audit are described in the accompanying Schedule of Findings and
Responses. The Village of Melrose’s responses were not subjected
to the audit procedures applied in the audit of the financial
statements and, according, we express no opinion on them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our
testing of internal control and compliance and the result of that
testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an
integral part of an audit performed in accordance with Government
Auditing Standards in considering the Village of Melrose’s internal
control and compliance. Accordingly, this communication is not
suitable for any other purpose.

%wJM LB

Albuquerque, New Mexico
December 11, 2017
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STATUS OF FINDINGS AND RESPONSES
Prior Year Audit Findings:
Payroll (2016-001)- Resolved
Current Year Audit Findings:
Chief Procurement Officer - (2017-001)
Purchase Orders Required - (2017-002)
Capital Asset Listing/Depreciation Schedule (2017-003)

Transactions Made by third Parties Not Recorded on Books of
Record (2017-004)

Water Meter Deposits - (2017-005)

Annual Leave Tracking (2017-006)

DFA Report Incorrect (2017-007)

No Depreciation Policy (2017-008)

Amounts Collected on Behalf of the State (2017-009)

Village’s Accounting Software Not Adequate to Create Financial
Statements (2017-010)
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Chief Procurement Officer - Compliance Matter

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDAT 10N

RESPONSE

(2017-001)

As of June 30, 2017, the Village did not have
a Chief Procurement Officer.

According to NM State Statute 13-1-95.2 only
certified chief procurement officers may
approve procurement pursuant to the
Procurement Code.

Management did not ensure that someone
attended the certification program by July 1,
2015 and become certified.

Management did not comply with NM State
Statute 13-1-95.2.

Management should ensure that someone attend
the next certification program and become
certified.

Management 1is currently trying to find a

class for their employee to obtain the
training and certification.
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Purchase Orders Required - Compliance Matter

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDAT 10N

RESPONSE

(2017-002)

The Village i1s not using Purchase Orders for
all purchases made.

DFA regulations require a purchase order to
initiate a purchase. This document 1iIs used
to ensure the Village not only has budget or
budget authority but cash to purchase the
item. This document is also used to provide
guidance as to which fund and account can and
will be used.

Management was not aware of this requirement.
DFA regulations are not being followed.

Purchase orders should be used as soon as
possible.

The Village Clerk will start preparing

purchase orders for anything over $500
starting immediately.
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Capital Asset Listing/Depreciation Schedule -

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDAT 10N

RESPONSE

Material Weakness
(2017-003)

The Village could not provide a Capital Asset
Listing and Depreciation Schedule that had
current year additions and current year
depreciation for the fiscal year ending June
30, 2017.

A complete clear capital asset listing
segregated by fund by major class needs to be
prepared annually. A depreciation schedule
should be maintained. The depreciation
schedule should be separated by each major
class of asset to comply with GASB 34.177a.
Also, a depreciation schedule is required to
comply with 2.20.1.12 NMAC.

Management of the Village is relying on the
auditors to prepare this schedule.

Management is not complying with Generally
Accepted Accounting Principles.

Management should update their capital asset
list including depreciation based on the
policy approved by the Board.

The Village Clerk has obtained a current
capital asset listing 1including current
depreciation and will update for the 2017-
2018 fiscal year by June 30, 2018.
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Transactions Made by Third Parties

Not Recorded on Books of Record - Other Matter

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDAT 10N

RESPONSE

(2017-004)

Funds held at New Mexico Finance Authority
were never recorded on the Village’s books of
record. These 1i1ncluded cash balances and
interest earned.

All transactions whether actually made by
management or outside parties needs to be
posted/recorded to the entity’s books of
record.

Management did not ensure these transactions
were booked.

Cash balances and interest income were
understated on the Village’s books of record.
Adjustments had to be made to adjust certain
trial balances so these amounts were
included.

Management should ensure all amounts/
transactions are posted/recorded to the
entity’s books of record.

The Village Clerk will add all amounts
related to NMFA to the books of record by
June 30, 2018.
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Water Meter Deposits - Significant Deficiency

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDAT 10N

RESPONSE

(2017-005)

The Village is not reconciling their monthly
water meter deposits to a restricted bank
account each month. There were two deposits
totaling $78 that were paid out of the wrong
fund. Also, $1,670 worth of deposits made
during the 2016-2017 fiscal year were not
included In the water meter deposit list.

The monthly meter deposit list should be
reconciled and agreed to a separate bank

account each month. All refunds should be
paid for from this fund and restricted bank
account. All new meter deposits received

should be added to the meter deposit list
immediately.

Management was not aware of the restricted
bank account requirement. Management was
also not aware of the requirement to
reconcile these accounts to the bank account.

Meter deposits received could erroneously be
used for expenditures.

Management should designate an employee to
perform this duty each month, identify
differences and resolve those differences.

The Village Clerk will start preparing a list
and reconcile it each month.
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Annual Leave Tracking - Other Matter
(2017-006)

CONDITION The Village i1s not keeping any documentation
on how annual leave is being accrued, taken
and a balance at the end of each payroll
period.

CRITERIA Proper internal controls over annual/sick
leave iInclude a tracking of all leave earned,
leave taken and the balances of that leave at
the end of each payroll period.

CAUSE Management was not ensuring this procedure
was properly documented.

EFFECT Overpayments could be made or employees might
not receive the correct amount of leave
earned.

RECOMMENDAT ION The Village should i1mmediately create a
proper method of documenting leave.

RESPONSE The Village Clerk has already started

tracking annual/sick leave for all employees.
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DFA Report Incorrect - Material Weakness

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDAT 10N

RESPONSE

(2017-007)

The DFA Report 1is not being prepared
correctly. Examples are:

1. Transfers shown are transfers between
bank accounts not between funds.

2. An investment for $90,471 is shown as an
investment in the Water Fund and also as
an investment ($90,504) in the water

savings.

3. The water savings i1s being recorded as a
fund, however, is a bank account of the
Water Fund.

4, A fund 299 is being shown, however all

Special Revenue Funds are being shown 1in
the 200 series above.

5. The $24,956 shown in the 299 Fund is
also shown as investments in the Fire
Protection Fund ($24,974).

The DFA report must agree to and be supported
by the underlying books of record.

Management has never been trained on how this
report should be prepared. Also, DFA
analysts for the Village have not reviewed
these reports adequately.

The amounts reported on the DFA report are
overstated in some funds.

Management should obtain proper training and
knowledge on how to prepare this report.

The Village Clerk will prepare the DFA report
with corrected figures beginning July 1,
2018.
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No Depreciation Policy - Other Matter
(2017-008)

CONDITION The Village has not approved a depreciation
policy so depreciation can be charged to
capital assets according to Board approval.

CRITERIA The Village needs a depreciation policy so
capital assets can be depreciated according
to Board policy. This 1i1s due to the
implementation of GASB 34.

CAUSE The Village has not approved a policy for
management to follow.

EFFECT Depreciation may be charged incorrectly
because no set policy is in place.

RECOMMENDAT 10N The Village should approve a policy as soon
as possible. Management should then
implement that policy as soon as possible.

RESPONSE A policy was passed in the October Council
meeting.
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Amounts Due to JEC and AOC - Other Matter

CONDITION

CRITERIA

CAUSE
EFFECT

RECOMMENDAT 10N

RESPONSE

(2017-009)

The Village 1is including Court Automation
Fees and Judicial Education Fees as revenues
and expenditures in their Corrections Fund.
These are collections made on behalf of the
State and should be kept separate in an
Agency Fund in the books of record and the
DFA report.

All amounts collected on behalf of another
entity should be collected, disbursed and
reported In an Agency Fund.

Management was unaware of this requirement.

These amounts are 1incorrectly included as
revenue and expenditures for budget purposes
for the Corrections Fund. Also, any cash
left in the bank at June 30, could be
mistakenly budgeted for 1iIn the Corrections
Fund.

Management should separate these receipts and
disbursements iIn an Agency Fund as soon as
possible, not only on the DFA report but on
the books of record.

The Village Clerk will record these resources
and payments in an Agency Fund in the DFA
report and books of record starting July 1,
2018.
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Villages Accounting Software Not Adequate

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDAT 10N

RESPONSE

to Create Financial Statements -

Material Weakness
(2017-010)

Financial statements at the fund level could
not be obtained. Instead individual account
ledgers were obtained to support amounts
reported on the DFA report.

Agencies need to be able to provide financial
statements to support the preparation of the
DFA report; to provide to the Board and the
residents of the Village.

Management has not Jlooked i1nto alternate
options for accounting software.

While the books of the Village appears to
balance, the books were In no condition to
create presentable financial statements.
Capital assets and long-term debt were not
included in the books of record.

The Village should take the time to review
alternative accounting software programs to
ensure TfTinancial statements can be presented
and used.

Management will look into obtaining another
accounting software program as soon as
possible.
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FINANCIAL STATEMENT PREPARATION

The combining and individual fund financial statements and notes to
the financial statements for the year ended, June 30, 2017 were
prepared by Rice & Associates, CPA, based on managements chart of
accounts and trial balances including any adjusting, correcting or
closing entries approved by management. These services are
allowable under SAS 115.

EX1IT CONFERENCE

An exit conference was held at the Village on December 11, 2017 to
discuss the current audit report. In attendance were Mr. Tuck N.
Monk, Mayor, Ms. Cathy Christesson, City Clerk/Finance Officer and
Ms. Pamela A. Rice, CPA, Contract Auditor.
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