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and Business Advisors LLC

Independent Auditor’s Report

Village Council

Village of Ruidoso

and

Mr. Hector H. Balderas
New Mexico State Auditor

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each
major fund, the aggregate remaining fund information, and the budgetary comparisons for the general fund and major
special revenue funds of the Village of Ruidoso, New Mexico (“Village”), as of and for the year ended June 30, 2014,
and the related notes to the financial statements which collectively comprise the Village’s basic financial statements as
listed in the table of contents. We also have audited the financial statements of each of the Village’s nonmajor
governmental and the budgetary comparisons for the major enterprise funds, capital project funds, and all nonmajor
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, 2014, as listed
in the table of contents.

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 from 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, as of June 30, 2014, and the respective changes in financial position and
where applicable, cash flows thereof and the respective budgetary comparisons for the general fund and major special
revenue 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 nonmajor governmental, and fiduciary fund of the

1



Village as of June 30, 2014, and the respective changes in financial position and cash flows, where applicable,
thereof and the respective budgetary comparisons for the major capital project funds, debt service funds, and all
nonmajor funds for the year then ended in accordance with accounting principles generally accepted in the United
States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages 3 - 13 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 inquiries 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 we 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’s financial statements, the
combining and individual fund financial statements, and the budgetary comparisons. The Schedule of
Expenditures of Federal Awards as required by Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and the other schedules required by Section 2.2.2. NMAC are
presented for purposes of additional analysis and are not a required part of the basic financial statements.

The Schedule of Expenditures of federal awards and other schedules required by Section 2.2.2 NMAC are the
responsibility of management and were derived from and relate 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 information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with the auditing standards generally accepted in the United States of America. In our opinion, the
Schedule of Expenditures and other schedules required by Section 2.2.2 NMAC are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Change in Accounting Principle

As discussed in Note 5 h to the financial statements, in 2014 the Village adopted new accounting guidance, GASB
Statement No. 65, Items Previously Reported as Assets and Liabilities. Our opinion is not modified with respect to this
matter.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 25, 2014 on
our consideration of the Village’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Village’s internal control over financial reporting and compliance.

P

Axiom CPAs and Business Advisors, LLC
Albuquerque, New Mexico
November 25, 2014
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Village of Ruidoso (the Village), we offer readers of the Village’s financial
statements this narrative overview and analysis of the financial activities of the Village for the
fiscal year ended June 30, 2014. We encourage readers to consider the information presented
here in conjunction with additional information that we have furnished in the audit report.

FINANCIAL HIGHLIGHTS

o The assets and deferred outflows of resources of the Vilage exceeded its liabilities and
deferred inflows of resources at the close of the most recent fiscal year by $71,278,657
(net position). Of this amount, $18,608,576 represents unrestricted net position, which
may be used to meet the government’s ongoing obligations to citizens and creditors.

e The Village’s total net position increased $5,195,687 because of an overall increase of
12.0% in revenues and department heads were successful in controlling expenditures to
a growth rate of 8.6%.

e At the close of the current fiscal year, the Village’s governmental funds reported
combined fund balances of $7,545,852, an increase of $186,630 in comparison with the
prior year. Approximately 27.3% of this amount ($2,061,414) is available for spending at
the government’s discretion (unassigned fund balance).

e At the end of the current fiscal year, unrestricted fund balance (the total of the assigned
and unassigned components of fund balance) for the general fund was $3,557,807, or
approximately 30.5% of total general fund expenditures.

e The Vilage’s total outstanding long-term debt decreased by $1,526,355 during the
current fiscal year because of the refunding of wastewater revenue bonds and New
Mexico Environmental Department (NMED) loans to revenue bonds, pledged with
wastewater revenues and property taxes, at considerably lower interest rates.

OVERVIEW OF THE FINANCIAL STATEMENTS

The discussion and analysis is intended to serve as an introduction to the Village’s basic financial
statements. The Village’s basic financial statements are comprised of three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) the notes to the
financial statements. This report also includes supplementary information intended to furnish
additional detail to support the basic financial statements themselves.

Government-wide Financial Statements. The government-wide financial statements are
designed to provide readers with a broad overview of the Village’s finances, in a manner similar
to private-sector business.

The statement of net position presents financial information on all of the Village’s assets, liabilities,
and deferred inflows/outflows of resources, with the difference reported as net position. Over
time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of the Village is improving or deteriorating.

The statement of activities presents information showing how the Village’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported for some items that will only result in cash flows in
future fiscal periods (i.e., uncollected taxes and earned but unused vacation leave).
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Both of the government-wide financial statements distinguish functions of the Village that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through user
fees and charges (business-type activities). The governmental activities of the Village include
general government, public safety, public works (including highways and streets), culture and
recreation, and health and welfare. The business-type activities of the Village include the
operations of Ruidoso Joint Utilities (RJU) (water and sewer), the Sierra Blanca Regional Airport,
Solid Waste, and the Regional Wastewater Treatment Plant (RWWTP).

The government-wide financial statements include only the Village itself (known as the primary
government) because it does not have any component units.

The government-wide financial statements can be found on pages 14 - 15 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The
Village, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the Village
can be divided into three categories: governmental funds, proprietary funds, and fiduciary
funds.

Governmental Funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information may
be useful in assessing a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental funds
with similar information presented for governmental activities in the government-wide financial
statements. By doing so, readers may better understand the long-term impact of the
government’s near-term financing decisions. Both the governmental fund balance sheet and
the governmental fund statement of revenues, expenditures, and changes in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

The Village maintains twenty-one governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund and the Federal Emergency
Management Association (FEMA) Capital Project Fund, which are considered to be major funds.
Data from the other nine-teen (19) governmental funds are combined into a single aggregated
presentation. Individual fund data for each of these non-major governmental funds is provided
in the form of combining statements elsewhere in this report.

The Village adopts an annual appropriated budget for all of its governmental and proprietary
funds. A budgetary comparison statement has been provided for these funds to demonstrate
compliance with each budget.

The basic governmental fund financial statements can be found on pages 16 - 20 of this report.




Proprietary Funds. The Village maintains one type of proprietary fund. Enterprise funds are used
to report the same functions presented as business-type activities in the government-wide
financial statements. The Village uses enterprise funds to account for its RJU, Airport, Solid Waste
and RWWTP operations.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate
information for RJU, Airport, Solid Waste and RWWTP operations, all of which are considered to
be major funds of the Village.

The basic proprietary fund financial statements can be found on pages 21 - 23 of this report.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside of the government. Fiduciary funds are not reported in the government-wide financial
statements because the resources of those funds are not available to support the Village’s own
programs. The accounting used for fiduciary funds is much like that used for proprietary funds.

The Village maintains one type of fiduciary funds. The Agency fund reports resources held by
the Village in a custodial capacity for individuals, private organizations, and other governments.

The fiduciary fund financial statements can be found on pages 24 of this report.

Notes to the Financial Statements. The notes provide additional information that is necessary to
acquire a full understanding of the data provided in the government-wide and fund financial
statements. The notes to the financial statements can be found on pages 25 - 52 of this report.

Other Information. The combining statements referred to earlier in connection with non-major
governmental funds are presented immediately following the notes to the financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position over time, may serve as a useful indicator of a government’s
financial position. In the case of the Vilage, assets and deferred outflows of resources
exceeded liabilities and deferred inflows of resources by $71,278,657, at the close of the most
recent fiscal year.

VILLAGE OF RUIDOSO’S NET POSITION
(AMOUNTS IN THOUSANDS)

Governmental Activities Business-type Activities Total Government
FY 2014 FY 2013 FY 2014 FY 2013 FY 2014 FY 2013
ASSETS
Current and other assets $ 9772 % 8417 $ 17586 $ 15141 $ 27,358 23,558
Capital assets 39,692 40,089 30,267 28,822 69,959 68,911
Total Assets 49,464 48,506 47,853 43,963 97,317 92,469
Total Deferred Outflows of Resources 24 138 0 257 24 395
LIABILITIES
Long-term liabilities outstanding 5,945 5,937 16,652 17,125 22,597 23,062
Other liabilities 2,000 1,788 1,465 1931 3,465 3,719
Total Liabilities 7,945 7,725 18,117 19,056 26,062 26,781
NET POSITION
Net investment in capital assets 34,446 34,152 14,046 11,697 48,492 45,849
Restricted 214 0 938 0 1,152 0
Unrestricted 6,883 6,767 14,752 13,467 21,635 20,234
Total Net Position $ 41543 $ 40919 $ 29,736 $ 25164 $ 71,279 66,083




By far, the largest portion of the Village’s net position 68.0% ($48,491,991) reflects its investment in
capital assets (i.e., land, buildings, machinery, equipment, vehicles, and infrastructure), less any
related outstanding debt that was used to acquire those assets. The Village uses these capital
assets to provide a variety of services to its citizens; consequently, these assets are not available
for future spending. Although the Village’s investment in capital assets is reported net of related
debt, it should be noted that the resources used to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

An additional portion of the Village’s net position which totals $4,178,090 (5.9%) represents
resources that are subject to external restrictions on how they may be used. The remaining
balance of $18,608,576 (26.1%) is unrestricted and may be used to meet the government’s
ongoing obligations to its citizens and creditors.

At the end of the current fiscal year, the Village is able to report positive balances in all reported
categories of net position, both for the governmental as a whole, as well as for its separate
governmental and business-type activities. The same situation held true for the prior year.

However, the Village’s overall net position increased $5,195,687 from the prior fiscal year. The
reasons for this overall increase are discussed in the following sections for governmental and
business-type activities.

Net Position
June 30, 2014 and 2013

gttt T

Unrestricted

Restricted

Net investment in
capital assets

$20,000,000

$40,000,000
$60,000,000

@2013 B2014




VILLAGE OF RUIDOSO’S CHANGES IN NET POSITION
(AMOUNTS IN THOUSANDS)

Governmental Activities  Business-type Activities Total Government
EY 2014 EY 2013 EY 2014 EY 2013 EY 2014 EY 2013
REVENUES
Program revenues:
Charges for services $ 1,040 $ 1,431 $ 12,162 $ 12,201 $ 13,202 $ 13,632
Operating grants and contributions 0 1,835 0 735 0 2,570
Capital grants and contributions 5,567 0 896 0 6,463 0
General revenues:
Property taxes 2,537 2,341 0 0 2,537 2,341
Other taxes 5,506 8,478 3,826 3,882 9,332 12,360
Grants and contributions not
restricted to specific programs 3,466 0 0 0 3,466 0
Other 1,310 2,031 1,110 42 2,420 2,073
Total Revenues 19.426 16.116 17,994 16.860 37.420 32,976
EXPENSES
General government 3,754 3,197 0 0 3,754 3,197
Public safety 5,603 5,668 0 0 5,603 5,668
Public works 6,043 1,985 0 0 6,043 1,985
Culture and recreation 3,173 3,202 0 0 3,173 3,202
Health and welfare 150 1,182 0 0 150 1,182
Interest on long-term debt 12 938 0 0 12 938
Water and sewer 0 0 5,279 5,274 5,279 5,274
Airport 0 0 1,867 1,688 1,867 1,688
Solid waste 0 0 3,282 2,212 3,282 2,212
Wastewater 0 0 3,061 3,867 3,061 3,867
Total Expenses 18,735 16,172 13,489 13,041 32,224 29,213
Increase (decrease) in net position
before transfers 691 (56) 4,505 3,819 5,196 3,763
Transfers (67) 5,652 67 (5,652) 0 0
Increase (decrease ) in net position 624 5,596 4,572 (1,833) 5,196 3,763
Net Position, Beginning of Year 40,919 34,123 25,164 26,560 66,083 60,683
Restatement 0 1,200 0 437 0 1,637
Net Position, Beginning of Year RESTATED 40,919 35,323 25,164 26,997 66,083 62,320
Net Position, End of Year $ 41543 $ 40919 $ 29736 $ 25164 $ 71279 $ 66,083

Governmental Activities. During the current fiscal year, net position for governmental activities
increased $624,048 from the prior fiscal year for an ending balance of $41,542,852. Many of the
Village’s capital projects rolled over from prior year grant awards. In addition, FEMA advanced
the Village $3,241,362 on the sewer line relocation project, which also saw a corresponding
expenditure for the project design which amounted to $2,111,812. Overall tax revenues have
remained stable as compared to national trends. The Village also completed a review of useful
lives and depreciated values of fixed assets. Results revealed that asset lives were too long.
Therefore, a change in estimate was made and resulted in a decrease of accumulated
depreciation in the amount of $467,043.

The reduction in transfers was caused by a prior year influx of a wastewater (business-type
activity) revenue bonds that defeased an outstanding bond issue that was used to build the
wastewater treatment plant in the amount of $5,130,000. Upon completion the plant was
transferred out of the governmental capital project fund into the enterprise fund titted RWWTP.




PROGRAM REVENUES AND EXPENSES — GOVERNMENTAL ACTIVITIES
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During the current fiscal year, net position for business-type activities
increased $4,571,639 from the prior fiscal year for an ending balance of $29,735,805.

The

Village’s analysis of estimated useful lives of capital assets resulted in a change of estimate to
accumulated depreciation in the amount of $704,735. Also, depreciation increased over last

year according to the following:

FY 2014 FY 2013 Difference

RJU — Water and Sewer $ 167,416 $ 85735 $ 81,681
Airport 243,694 91,990 151,704
Solid Waste 529,170 205,423 323,747
RWWTP - Wastewater 456,761 715,577 (258,816)
$1,397,041 $1,098,725 $ 298,316

In addition, the reduction of the one-time transfer of refunding bond proceeds in the prior year,
for the defeasance of bonds used in the RWWTP construction, reduced transfers out and in turn
contributed to the overall increase in net position.




PROGRAM REVENUES AND EXPENSES — BUSINESS-TYPE ACTIVITIES

$6,000,000

$5,000,000

$4,000,000

$3,000,000 O Program Revenues

B Expenses

$2,000,000

$1,000,000

$-

Water and sewer Airport Sanitation Wastewater

GENERAL REVENUES BY SOURCE — BUSINESS-TYPE ACTIVITIES

Gross Receipts Taxes
22.65%

Capital Grants
5.30%

FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS
As noted earlier, the Village uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds. The focus of the Village’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the Village’s financing requirements. In particular, unassigned fund balance may
serve as a useful measure of a government’s net resources available for discretionary use as
they represent the portion of fund balance which has not yet been limited to use for a particular
purpose by either an external party, the Village itself, or a group or individual that has been
delegated authority to assign resources for use for particular purposes by the Village’s Council.




At June 30, 2014, the Village’s governmental funds reported combined fund balances of
$7,545,852, an increase of $186,630 in comparison with the prior year. Approximately 27.3% of
this amount ($2,061,414) constitutes unassigned fund balance, which is available for spending at
the government’s discretion. The remainder of the fund balance is either nonspendable,
restricted, committed, or assigned to indicate that it is 1) not in spendable form ($222,533), 2)
legally required to be maintained intact ($1,847,236), 3) restricted for particular purposes
($1,226,110), or 4) assigned for particular purposes ($2,188,559).

General Fund
Components of Fund Balance
June 30, 2014 and 2013
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The General fund is the chief operating fund of the Village. At the end of the current fiscal year,
unassigned fund balance for the general fund was $2,102,791, while total fund balance
increased to $5,418,161. As a measure of the general fund’s liquidity, it may be useful to
compare both unassigned fund balance and total fund balance to total general fund
expenditures. Unassigned fund balance represents approximately 18.0% of total general fund
expenditures, while total fund balance represents approximately 46.4% of that same amount.




Other Governmental Funds
Components of Fund Balance
June 30,2014 and 2013
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The fund balance of the Village’s general fund increased $1,373,095 during the current fiscal
year. As discussed earlier in connection with governmental activities, the increase was due to a
slight increase in tax revenues and transfers in for administrative fees by the Enterprise funds. In
addition expenditures were considerably lower than the prior year, due to management’s fiscal
responsibility.

Proprietary Funds. The Village’s proprietary funds provide the same type of information found in
the government wide financial statements, but in more detail.

Unrestricted net position of RJU (water and sewer) operation at the end of the year was
$7,335,572, for the Airport $1,501,867, Solid Waste $3,833,737, and for the RWWTP (wastewater)
operation was a deficit of $7,858,182 for a total of $4,812,994. The total growth in net position for
all four (4) funds was $4,571,639 (RJU $2,241,707, Airport $485,576, Solid Waste ($360,950), and
RWWTP $2,205,306). Other factors concerning the finances of these funds have already been
addressed in the discussion of the Village’s business-type activities.

GENERAL FUND BUDGETARY HIGHLIGHTS

Original Budget compared to Final Budget. During the year there was a need to adjust original
estimated revenues and original budgeted appropriations due to declining tax revenues and
the adjustment of grant awards to actual amounts received. These two changes also affected
expenditures. With the reduction in revenues, a corresponding reduction in expenditures was
needed in order to preserve cash balance.

Final Budget compared to Actual Results. The most significant differences between estimated
revenues and actual revenues were as follows:

Estimated Actual
Revenue Source Revenues Revenues Difference
Intergovernmental - Federal $ 555,569 $ 68,844 $(486,725)
Intergovernmental — State 3,896,240 3,791,782 (104,458)
Charges for services 421,768 262,364 (159,404)

Miscellaneous 916,951 1,043,096 126,145




The shortfalls in the above revenue sources were caused by the reclassification of some revenue
sources and the redirection of the Village’s street department focus from private sector jobs to
Village jobs. Intergovernmental is the classification used to report grant revenues. The shortfall
was the result of a timing issue. The work of building a river trail from a federal grant funding
source did not start until late in the fiscal year and conversely, grant reimbursements were not
received until after year-end. In addition, miscellaneous revenues were increased due to a one
time increase in rentals.

The budget savings in the expenditure area were two-fold: vacant positions were not filled
during the fiscal year and the management of department budgets. Since revenues have
remained somewhat flat, directors were charged with working with less and maintaining the
same service levels. Village department heads were successful in this challenge and
expenditures resulted in a favorable variance of $2,236,452.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets. The Village’s investment in capital assets for its governmental and business-type
activities as of June 30, 2014, amounts to $48,491,991 (net of accumulated depreciation). This
investment in capital assets includes, land building, machinery, equipment, vehicles, park
facilities, roads, highways, bridges, and distribution and production systems. The total increase in
capital assets for the current fiscal year was approximately 1.52%.

VILLAGE OF RUIDOSO’S CAPITAL ASSETS

NET OF DEPRECIATION
(AMOUNTS IN THOUSANDS)

Governmental Activities  Business-type Activities Total Government
EY 2014 EY 2013 EY 2014 EY 2013 EY 2014 EY 2013
Land $ 10316 $ 10,316 $ 1,140 $ 38 $ 11456 $ 10,354
Buildings and improvements 7,672 7,815 2,974 2,765 10,646 10,580
Machinery and equipment 758 872 451 444 1,209 1,316
Infrastructure 18,705 17,817 23,305 22,159 42,010 39,976
Vehicles 2,173 2,642 1,858 2,051 4,031 4,693
Art 18 18 0 0 18 18
Construction in progress 50 609 539 1,365 589 1,974

$ 30692 $ 40,089 $ 30267 $ 28822 $ 69,959 $ 68,911

Major capital asset events during the current fiscal year included the following:
e The purchase of various vehicles and equipment at a total cost of $1,162,506
e Various computer hardware and software purchases to update the Village’s network
and operating system at a cost of $89,088
e Various projects related to water and sewer distribution systems improvements for a total
cost of $2,390,269
¢ Various Village infrastructure projects at a total cost of $1,320,916

Additional information on the Village’s capital assets can be found on pages 41 - 42 of this
report.

Long-term Debt. At the end of the current fiscal year, the Village had a total bonded debt
outstanding of $21,467,103. This entire amount is backed by the full faith and credit of the
government.




VILLAGE OF RUIDOSO’S OUTSTANDING DEBT
(AMOUNTS IN THOUSANDS)

Governmental Activities Business-type Activities Total Government
FY 2014 FY 2013 FY 2014 EY 2013 EY 2014 FY 2013
General obligation bonds $ 0o $ 0o $ 0o $ 0o $ 0o $ 0
Gross receipts tax revenue bonds 2,440 2,740 2,530 2,710 4,970 5,450
Revenue bonds 0 0 13,575 13,419 13,575 13,419
2,440 2,740 16,105 16,129 18,545 18,869
Loans payable 2,806 3,129 117 995 2,923 4,124

$ 5246 $ 5869 $ 16222 $ 17,124 $ 21,468 $ 22,993

The Village’s total debt decreased $1,526,355 (6.6%) during the current fiscal year. The reason
for the decrease was the issuance of wastewater revenue bonds for an amount that was less
that the regularly scheduled principal repayments on the existing outstanding debt. The new
issuance has a face value of $8,445,000 which also refunded two (2) New Mexico Environmental
Department (NMED) loans in the amount of $995,187.

The Village and its Wastewater operation (RWWTP) both maintain an A+ rating from Standard &
Poor’s on its Series 2013 Revenue Bonds and a Al and A2 rating from Moody’s.

Additional information on the Village’s long-term debt can be found on pages 42 - 48 of this
report.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES
The current economic factors currently affect the Village and were considered in developing
the 2014-2015 fiscal year budget.

e The inclusion of the water conservation rate structure for the RJU Enterprise Fund. The
rate increase was adopted in December 2013 and was implemented in January 2014.
Therefore, fiscal year 2014-2015 will be the first full year of increased rates.

e Local Option Gross Receipts Tax revenues which were adopted for the General Fund

were redirected back to the General Fund.

Estimated revenues were budgeted at fiscal year 2014 levels.

Personnel costs were increased due to rising health insurance costs.

Inflationary trends in the region compare favorably to national indices.

Bond refunding in fiscal year 2014 reduced the amount of debt service payments in fiscal
year 2015.

During the current fiscal year, the unassigned fund balance in the general fund was $2,102,791.
The Village has appropriated $1,009,056 of this amount for spending in the 2014-2015 fiscal year
budget. This action was taken as an additional measure to mitigate the impact of the recession
on the 2014-2015 fiscal year budget.

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the Village’s finances for all
those with an interest in the government’s finances. Questions concerning any of the
information provided in this report or request for additional financial information should be
address to the Village of Ruidoso, Finance Department, 313 Cree Meadows Drive, Ruidoso, NM
88345.




BASIC FINANCIAL STATEMENTS




STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
STATEMENT OF NET POSITION

JUNE 30, 2014

PRIMARY GOVERNMENT

Governmental Business-type
Activities Activities Total
ASSETS
Cash and cash equivalents $ 2551466 $ 5482,750 $ 8,034,216
Investments 3,057,797 9,386,226 12,444,023
Restricted cash 2,543,799 482,331 3,026,130
Receivables, net of allowance 1,456,124 1,234,300 2,690,424
Internal Balances (60,000) 60,000 -
Inventories 213,484 938,476 1,151,960
Prepaid expenses 9,049 1,403 10,452
Capital assets:
Land 10,315,759 1,139,946 11,455,705
Construction in progress 50,175 539,068 589,243
Art 18,200 - 18,200
Infrastructure 38,353,221 24,649,071 63,002,292
Buildings 13,303,578 4,939,857 18,243,435
Machinery and equipment 2,435,927 1,296,155 3,732,082
Vehicles 5,303,740 5,344,423 10,648,163
Less: accumulated depreciation (30,088,740) (7,641,286) (37,730,026)
Total Assets 49,463,579 47,852,720 97,316,299
DEFERRED OUTFLOWS OF RESOURCES
Insurance on bond issue, net of amortization 24,459 - 24,459
Total Deferred Outflows of Resources 24,459 - 24,459
LIABILITIES
Accounts payable 806,711 378,422 1,185,133
Accrued liabilities 225,198 136,405 361,603
Deposits payable 5,405 482,331 487,736
Accrued interest 21,749 468,250 489,999
Unearned revenue 941,512 - 941,512
Noncurrent liabilities:
Due within one year 484,486 587,791 1,072,277
Due in more than one year 5,460,125 16,063,716 21,523,841
Total Liabilities 7,945,186 18,116,915 26,062,101
NET POSITION
Net investment in capital assets 34,446,299 14,045,692 48,491,991
Restricted 2,757,283 1,420,807 4,178,090
Unrestricted 4,339,270 14,269,306 18,608,576
Total Net Position $ 41542852 $ 29,735805 $ 71,278,657

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



ASSETS
Cash and cash equivalents
Investments
Restricted cash
Receivables, net of allowance
Due from other funds
Inventories
Prepaid items

Total Assets

LIABILITIES
Accounts payable
Accrued liabilities
Deposits payable
Due to other funds

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Unearned revenue

FUND BALANCES (DEFICITS)

Nonspendable:

Inventory

Prepaid items
Restricted:

Public safety

Capital projects

Debt service

Other purposes
Assigned:

Purchases on order

Subsequent year's budget; appropriation of

fund balance

Unassigned
Total Fund Balances (Deficits)

Total Liabilities and Fund Balances (Deficits) $

STATE OF NEW MEXICO
VILLAGE OF RUIDOSO

BALANCE SHEET

GOVERNMENTAL FUNDS

JUNE 30, 2014

CAPITAL
PROJECTS FUND Total Total
Ruidoso Flood Nonmajor Governmental
General FEMA Funds Funds
$ 1,789,452 $ - $ 762,014 $ 2,551,466
3,057,797 - - 3,057,797
5,405 2,091,729 446,665 2,543,799
1,320,011 - 136,113 1,456,124
2,600 83,202 - 85,802
4,069 - 209,415 213,484
9,049 - - 9,049
$ 6,188,383 $ 2,174,931 $ 1554207 $ 9,917,521
$ 228,845 $ 554,694 $ 23,172 % 806,711
205,729 - 19,469 225,198
5,405 - - 5,405
83,202 - 62,600 145,802
523,181 554,694 105,241 1,183,116
247,041 941,512 - 1,188,553
4,069 - 209,415 213,484
9,049 - - 9,049
- - 130,391 130,391
- - 379,608 379,608
- - 446,665 446,665
1,847,236 6,052 263,394 2,116,682
360,000 672,673 39,302 1,071,975
1,095,016 - 21,568 1,116,584
2,102,791 - (41,377) 2,061,414
5,418,161 678,725 1,448,966 7,545,852
6,188,383 $ 2,174931 $ 1,554,207 $ 9,917,521

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS TO
THE STATEMENT OF NET POSITION
JUNE 30, 2014

Amounts reported for governmental activities in the statement of net position are different because:
Total Fund Balances (Deficits) - Governmental Funds $ 7,545,852

Capital assets used in governmental activities are not financial resources, and therefore, are not
reported in the fund statements. 39,691,860

Long-term liabilities, including bonds payable, are not due and payable in the current period
and, therefore, are not reported in the fund statements. (5,941,901)

Revenues in the statement of activities that do not provide current financial resources are not

reported as revenue in the governmental funds. 247 041

Net Position of Governmental Activities $ 41,542,852

The accompanying notes are an integral part of these financial statements.
17



STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2014

CAPITAL
PROJECTS FUND Total Total
Ruidoso Flood Nonmajor Governmental
General FEMA Funds Funds
REVENUES
Taxes:
Property 2,417,303 $ - $ - $ 2,417,303
Gross receipts 1,968,581 - 1,611,841 3,580,422
Other 446,735 - 1,479,480 1,926,215
Intergovernmental:
Federal grants 68,844 3,188,881 365,191 3,622,916
State grants 3,791,782 728,440 889,466 5,409,688
Licenses and permits 422,575 - - 422,575
Charges for services 380,914 - 55,958 436,872
Fines and forfeitures 129,404 - 50,973 180,377
Investment earnings 868 - 1,949 2,817
Miscellaneous 1,043,096 - (46,775) 996,321
Total Revenues 10,670,102 3,917,321 4,408,083 18,995,506
EXPENDITURES
Current:
General government 3,304,520 - - 3,304,520
Public safety 4,909,729 - 329,680 5,239,409
Public works 1,507,319 3,682,604 410,008 5,599,931
Culture and recreation 1,665,238 - 1,389,485 3,054,723
Health and welfare 96,476 - 36,840 133,316
Debt service:
Principal - - 623,351 623,351
Interest - - 226,648 226,648
Bond issuance costs - - - -
Capital outlay 195,584 28,920 335,129 559,633
Total Expenditures 11,678,866 3,711,524 3,351,141 18,741,531
Excess (Deficiency) of
Revenues over Expenditures (1,008,764) 205,797 1,056,942 253,975
OTHER FINANCING SOURCES (USES)
Transfers in 3,254,311 - 1,015,896 4,270,207
Transfers out (872,452) - (3,465,100) (4,337,552)
Proceeds from the issuance of debt - - - -
Net Other Financing Sources (Uses) 2,381,859 - (2,449,204) (67,345)
Net Change in Fund Balances 1,373,095 205,797 (1,392,262) 186,630
Fund Balances, Beginning of Year 4,045,066 472,928 2,841,228 7,359,222
Fund Balances, End of Year 5418,161 $ 678,725 $ 1,448,966 $ 7,545,852

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
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, 2014

Amounts reported for governmental activities in the statement of net position is different because:
Net Change in Fund Balances - Governmental Funds $ 186,630

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

activities the cost of those assets is allocated over their estimated useful lives and reported

as depreciation expense. This is the amount by which capital outlays exceeded

depreciation in the current period. (707,233)

The issuance of long-term debt 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. Neither transaction, however, has any effect on net

position. Also, governmental funds report the effect of insurance premiums when debt is

first issued, whereas these amounts are deferred and amortized in the statement of

activities. This amount is the net effect of these differences in the treatment of long-term

debt and related items. 577,792

Some expenses reported in the statement of activities do not require the use of current
financial resources and therefore are not reported as expenditures in governmental funds. 566,859

Change in Net Position Governmental Activities $ 624,048

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN CASH BALANCES - BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2014

VARIANCE
BUDGETED AMOUNTS Favorable
Original Final Actual (Unfavorable)
REVENUES
Taxes:
Property $ 2378678 $ 2378678 $ 2,290,410 $ (88,268)
Gross receipts 5,150,000 1,945,000 1,968,581 23,581
Other 380,000 380,000 446,735 66,735
Intergovernmental: -
Federal grants 556,419 555,569 68,844 (486,725)
State grants 920,622 3,896,240 3,791,782 (104,458)
Licenses and permits 347,950 347,950 422,575 74,625
Charges for services 433,280 421,768 262,364 (159,404)
Fines and forfeitures 105,000 105,000 129,404 24,404
Investment earnings 3,000 3,000 868 (2,132)
Miscellaneous 1,770,071 916,951 1,378,053 461,102
Total Revenues 12,045,020 10,950,156 10,759,616 (190,540)
EXPENDITURES
Current:
General government 3,233,298 3,320,841 3,304,520 16,321
Public safety 5,385,041 5,436,684 4,689,602 747,082
Public works 1,603,968 1,603,968 1,507,319 96,649
Culture and recreation 1,881,084 1,836,277 1,665,238 171,039
Health and welfare 104,670 109,515 96,476 13,039
Debt service:
Principal - - - -
Interest - - - -
Bond issuance costs - - - -
Capital outlay 1,803,210 1,387,906 195,584 1,192,322
Total Expenditures 14,011,271 13,695,191 11,458,739 2,236,452
Excess (Deficiency) of Revenues over Expenditures (1,966,251) (2,745,035) (699,123) 2,045,912
OTHER FINANCING SOURCES (USES)
Designated cash (185,133) (226,031) - 226,031
Transfers in 3,647,615 3,842,772 3,254,311 (588,461)
Transfers out (1,496,231) (871,706) (846,615) 25,091
Refunding bonds issued - - - -
Net Other Financing Sources (Uses) 1,966,251 2,745,035 2,407,696 (337,339)
Net Change in Cash Balances - - 1,708,573 1,708,573
Cash Balances, Beginning of Year 3,144,081
Cash Balances, End of Year 4,852,654
RECONCILIATION TO GAAP BASIS:
Net Change in Cash Balances 1,708,573
Adjustments to revenues (89,514)
Adjustments to expenditures (245,964)
Net Change in Fund Balances (GAAP Basis) $ 1,373,095

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

Current Assets
Cash and cash equivalents
Investments
Restricted cash
Receivables, net of allowance
Due from other funds
Inventories
Prepaid expenses

Total Current Assets

Noncurrent Assets
Capital assets:

Land
Construction in progress
Infrastructure
Buildings
Machinery and equipment
Vehicles

Less: accumulated depreciation

Total Noncurrent Assets
Total Assets

LIABILITIES
Current Liabilities

Accounts payable
Accrued liabilities
Deposits payable
Due to other funds
Accrued interest
Bonds and loans payable
Unearned revenue

Total Current Liabilities

Noncurrent Liabilities
Compensated absences
Bonds and notes payable

Total Noncurrent Liabilities
Total Liabilities

NET POSITION
Net investment in capital assets
Unrestricted

Total Net Position

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

STATEMENT OF NET POSITION

PROPRIETARY FUNDS
JUNE 30, 2014

BUSINESS-TYPE ACTIVITIES

Utility Airport Solid Waste RWWTP Total
1,290,040 $ 343,158 $ 853,153 $ 2,996,399 $ 5,482,750
6,726,324 - - 2,659,902 9,386,226
482,331 - - - 482,331
586,934 58,835 190,641 397,890 1,234,300
60,000 - - - 60,000
562,709 102,165 79,773 193,829 938,476
1,403 - - - 1,403
9,709,741 504,158 1,123,567 6,248,020 17,585,486
- 1,100,000 - 39,946 1,139,946
227,177 206,082 - 105,809 539,068
2,677,057 - - 21,972,014 24,649,071
369,725 3,370,132 1,200,000 - 4,939,857
271,076 407,554 263,083 354,442 1,296,155
1,065,503 1,068,109 3,082,097 128,714 5,344,423

(1,345,349) (2,497,823) (2,436,562) (1,361,552) (7,641,286)

3,265,189 3,654,054 2,108,618 21,239,373 30,267,234
12,974,930 4,158,212 3,232,185 27,487,393 47,852,720
186,176 29,585 85,475 77,186 378,422
61,012 16,529 36,893 21,971 136,405
482,331 - - - 482,331
6,135 - 184 461,931 468,250
185,000 - 92,791 310,000 587,791
920,654 46,114 215,343 871,088 2,053,199
174,018 24,286 132,833 98,828 429,965
2,345,000 - 23,751 13,265,000 15,633,751
2,519,018 24,286 156,584 13,363,828 16,063,716
3,439,672 70,400 371,927 14,234,916 18,116,915
2,199,686 2,585,945 (973,479) 21,110,659 24,922,811
7,335,672 1,501,867 3,833,737 (7,858,182) 4,812,994

9,535,258 $ 4,087,812 $ 2,860,258 $ 13,252,477 $ 29,735,805




STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

PROPRIETARY

FUNDS

FOR THE YEAR ENDED JUNE 30, 2014

OPERATING REVENUES
Charges for services
Miscellaneous

Total Revenues

OPERATING EXPENSES
Current:

Personnel services
Materials and supplies
Repairs and maintenance
Utilities
Contractual services
Depreciation expense
Amortization expense

Total Expenditures

Excess (Deficiency) of Revenues over Expenses

NONOPERATING REVENUES (EXPENSES)
Gross receipts taxes
Intergovernmental:

Federal grants

State grants
Investment earnings
Premium on the issuance of debt
Gain (loss) on disposal of assets
Debt service:

Interest

Bond issuance costs

Total Nonoperating Revenues (Expenses)

Income Before Transfers

NET TRANSFERS
Transfers in
Transfers out

Net Transfers

Net Change in Net Position

Net Position, Beginning of Year

Net Position, End of Year

BUSINESS-TYPE ACTIVITIES

Utility Alrport Solid Waste RWWTP Total
4,581,506 $ 1,027,757 $ 2,705491 $ 3,846,875 $ 12,161,629
20,950 201,608 16,365 11,901 250,824
4,602,456 1,229,365 2,721,856 3,858,776 12,412,453
2,005,684 486,033 1,318,466 759,356 4,569,539
197,922 838,076 215,071 164,816 1,415,885
510,276 118,458 278,287 169,766 1,076,787
521,815 62,884 66,562 489,449 1,140,710
1,544,244 118,030 866,265 665,844 3,194,383
167,416 243,694 529,170 456,761 1,397,041
4,947,357 1,867,175 3,273,821 2,705,992 12,794,345
(344,901) (637,810) (551,965) 1,152,784 (381,892)
2,499,692 - 147,430 1,179,465 3,826,587
137,874 467,757 - 290,000 895,631
7,774 - - 3,004 10,778
] ] - 204,328 204,328
383,076 98,930 104,226 57,636 643,868
(77,418) - (5,033) (355,234) (437,685)
(254,586) - (2,735) - (257,321)
2,696,412 566,687 243,888 1,379,199 4,886,186
2,351,511 (71,123) (308,077) 2,531,983 4,504,294
1,182,699 556,699 262,571 - 2,001,969
(1,292,503) - (315,444) (326,677)  (1,934,624)
(109,804) 556,699 (52,873) (326,677) 67,345
2,241,707 485,576 (360,950) 2,205,306 4,571,639
7,293,551 3,602,236 3,221,208 11,047,171 25,164,166

$ 9,535258 $

4,087,812 $ 2,860,258 $ 13,252,477 $ 29,735,805

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2014

BUSINESS-TYPE ACTIVITIES

Utility

Airport Solid Waste RWWTP Total

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash received from (paid to) other funds for services

$ 4783844 $

1,170,530 $ 2,890,929 $ 3,950,847 $ 12,796,150

provided (104,693) - 9,061 10,883 (84,749)
Cash paid to suppliers for goods and services (3,108,254) (1,535,786) (1,416,183) (1,571,371) (7,631,594)
Cash paid to employees for salaries and benefits (1,902,017) (504,699) (1,246,545) (685,861) (4,339,122)
Net Cash Provided by (Used for) Operating Activities (331,120) (869,955) 237,262 1,704,498 740,685
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Cash received from taxes 2,499,692 - 147,430 1,179,465 3,826,587
Operating subsides from (to) other funds (109,804) 556,699 (52,873) (326,677) 67,345
Net Cash Provided by (Used for) Noncapital Financing
Activities 2,389,888 556,699 94,557 852,788 3,893,932
CASH FLOWS FROM CAPITAL AND REALTED FINANCING ACTIVITIES
Acquisition of capital assets (1,244,157) (644,418) (1) (104,065) (1,992,641)
Proceeds from the issuance of debt - - - 8,218,542 8,218,542
Capital grants 137,874 467,757 - 290,000 895,631
Principal paid on capital debt (180,000) - (89,353) (8,853,759) (9,123,112)
Interest paid on capital debt (78,187) - (6,249) (186,773) (271,209)
Net Cash Provided by (Used for) Capital and Related
Financing Activities (1,364,470) (176,661) (95,603) (636,055) (2,272,789)
CASH FLOWS FROM INVESTING ACTIVITIES
Investment earnings 7,774 - - 3,004 10,778
Net Increase (Decrease) in Cash and Cash Equivalents 702,072 (489,917) 236,216 1,924,235 2,372,606
Cash and Cash Equivalents, Beginning of Year 7,796,623 833,075 616,937 3,732,066 12,978,701
Cash and Cash Equivalents, End of Year $ 8,498,695 $ 343,158 $ 853,153 $ 5,656,301 $ 15,351,307
Reconciliation of Operating Income (Loss) to Net Cash Provided by (Used for) Operating Activities
Operation income (loss) $ (344901) $ (637,810) $ (651,965) $ 1,152,784 $  (381,892)
Adjustments to reconcile net operating income to net cash provided by operating activities:
Depreciation 167,416 243,694 529,170 456,761 1,397,041
(Increase) decrease in accounts receivable 92,953 (58,918) (51,590) (69,680) (87,235)
Increase (decrease) in allowance for doubtful account 45,314 83 220,663 161,751 427,811
(Increase) decrease in due from other funds (39,623) - 9,061 10,883 (19,679)
(Increase) decrease in inventories (360,160) 18,012 1,321 (50,522) (391,349)
(Increase) decrease in prepaid items (1,403) - - - (1,403)
Increase (decrease) in accounts payable 27,566 (416,350) 8,681 (30,974) (411,077)
Increase (decrease) in accrued wages and taxes (20,106) (21,162) (11,109) (4,872) (57,249)
Increase (decrease) in meter deposits 43,121 - - - 43,121
Increase (decrease) in due to other funds (65,070) - - - (65,070)
Increase (decrease) in deferred revenue - - - - -
Increase (decrease) in compensated absences 123,773 2,496 83,030 78,367 287,666
Net Cash Provided by (Used for) Operating Activites $  (331,120) $ (869,955) $ 237,262 $ 1,704,498 $ 740,685

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUNDS
JUNE 30, 2014

Special
Gifts Bail Bonds Total
ASSETS
Cash and cash equivalents $ 114,735 2,402 117,137
Total Assets $ 114,735 2,402 117,137
LIABILITIES
Accounts payable $ 320 - 320
Special projects payable 114,415 2,402 116,817
Total Liabilities $ 114,735 2,402 117,137

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES

A. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net Position and the
Statement of Activities) report information on all non-fiduciary activities of the primary
government. For the most part, the effect of inter-fund activity has been removed from
these statements. Governmental activities, which normally are supported by taxes,
intergovernmental revenues, and other non-exchange transactions, are reported separately
from business-type activities, which rely to a significant extent on fees and charges to
external customers for support.

The Statement of Activities demonstrates the degree to which the direct expenses of a given
function or segment is 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 operational 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, proprietary funds, and
fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds are
reported as separate columns in the fund financial statements.

B. Reporting Entity

The Village of Ruidoso (the Village) is a municipal corporation formed during 1945, under the
provisions of Chapter 3, Article 2, NMSA 1978. It is governed by an elected mayor and six-
member governing council and provides the following services as provided by law: public
safety (police and fire), highways and streets, welfare services, culture and recreation, public
works, planning and zoning, and general administrative services.

The financial statements of the Village have been prepared in conformity with accounting
principles generally accepted in the United States of America as applied to governmental
entities. The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial reporting principles.
The GASB periodically updates its codification of the existing Governmental Accounting and
Financial Reporting Standards (GAFRS) which, along with subsequent GASB pronouncements
(Statements and Interpretations), constitutes GAAP for governmental units.

The financial reporting entity consists of (a) the primary government, (b) organizations for
which the primary government is financially accountable, and (c) other organizations for
which the nature and significance of their relationship with the primary government are such
that exclusion would cause the reporting entity’s financial statements to be misleading or
incomplete.
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STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (CONTINUED)

B. Reporting Entity (Continued)

In evaluating how to define the Village, for financial reporting purposes, management has
considered all potential component units. The decision to include any potential component
units in the financial reporting entity was made by applying the criteria set forth in GASB
Statement No. 14, The Financial Reporting Entity, and Statement No. 39, Determining
Whether Certain Organizations are Component Units.

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
operations, 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
Vilage of Ruidoso and/or its citizens, or whether the activity is conducted within the
geographic boundaries of the Village and is generally available to its citizens. A third
criterion 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
Village is able to exercise oversight responsibilities. Finally, the nature and significance of a
potential component unit to the primary government could warrant its inclusion within the
reporting entity. Based upon the application of these criteria, the Village has no component
units during the fiscal year ended June 30, 2014.

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

GASB No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of
Resources, and Net Position, and GASB No. 65, Items Previously Reported as Assets and
Liabilities, amend GASB No. 34, Basic Financial Statements — and Management’s Discussion
and Analysis for State and Local Governments, to incorporate deferred outflows of resources
and deferred inflows of resources in the financial reporting model: Assets plus deferred
outflows of resources, less liabilities, less deferred inflows of resources, equals net position.

Deferred outflows of resources are consumption of net assets by the government that is
applicable to a future reporting period. It has a positive effect on net position, similar to
assets.

Deferred inflows of resources are acquisitions of net assets by the government that is
applicable to a future reporting period. It has a negative effect on net position, similar to
liabilities.

Net position is the residual of the net effects of assets, deferred outflows of resources,
liabilities, and deferred inflows of resources. Net position is reported in three parts — net
investment in capital assets, restricted, and unrestricted.
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STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (CONTINUED)

C. Measurement Focus, Basis of Accounting, and Basis of Presentation (Continued)

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenues, expenses, gains, losses, assets and liabilities,
and deferred inflows and outflows of resources, resulting from exchange-like transactions are
recognized when the exchange takes place. Revenues, expenses, gains, losses, assets and
liabilities, and deferred inflows and outflows of resources resulting from non-exchange
transactions are recognized in accordance with the requirements of GASB Statement No. 33,
Accounting and Financial Reporting for Non-exchange Transactions. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.

In the government-wide Statement of Net Position, both the governmental and business-type
activities columns are presented on a consolidated basis by column and are reported on a
full accrual, economic resource basis, which recognizes all long-term assets and receivables
as well as long-term debt obligations.

Governmental fund financial statements are reported using the current financial resources
measurement focus and are accounted for using the modified accrual basis of accounting.
Under this method, revenues are recognized as soon as they are both measurable and
available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the government considers revenues to be available if they are collected within 60
days of the end of the current fiscal period. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting. However, debt service expenditures, as
well as expenditures related to compensated absences and claims and judgments, are
recorded only when payment is due.

Property taxes, franchise taxes, licenses and interest associated with the current fiscal period
are all considered to be susceptible to accrual and so have been recognized as revenues of
the current fiscal period, subject to the availability criterion. 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, subject to the availability criterion. 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.

The Village reports the following major governmental funds:

The General Fund is the government’s primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another
fund. Revenues are provided through property and other taxes, federal sources, state
sources, charges for services, licenses and fees, and other miscellaneous recoveries and
revenue. Expenditures include all costs associated with the daily operation of the Village
except for items included in other funds.
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STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (CONTINUED)

C. Measurement Focus, Basis of Accounting, and Basis of Presentation (Continued)

The Federal Emergency Management Agency (FEMA) Capital Projects Fund accounts for
grant proceeds received for the reimbursement of the Village’s expenditures in connection
with its Federal Emergency Disasters.

Proprietary funds use the flow of economic resources measurement focus for accounting
purposes. The accounting objectives are a determination of net income, financial position,
and changes in cash flow. The Proprietary Funds are accounted for using the accrual basis
of accounting. Under this method, revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred. The Village applies all applicable FASB (Financial
Accounting Standards Board) pronouncements issued after November 30, 1989, to
government-wide financial statements (business-type activities) and to proprietary funds in
the fund financial statements.

The Village reports the following major funds proprietary funds:

The Ruidoso Joint Utility (RJU) Enterprise Fund accounts for water and sewer system services
provided to residents of the Village, including administration, operations, maintenance, debt
service, and billing and collection.

The Airport Enterprise Fund accounts for the air service activities of the Sierra Blanca Regional
Airport, including administration, operations, maintenance, debt service, and biling and
collection.

The Solid Waste Enterprise Fund accounts for refuse collection and disposal services,
including yard waste, provided to Village residents including administration, operations,
maintenance, debt service, and biling and collection.

The Regional Wastewater Treatment Plant (RWWTP) Enterprise Fund was established on July
3, 1974 from a joint powers agreement (JPA) between the Village of Ruidoso and the City of
Ruidoso Downs. The JPA created a Joint Use Board for the implementation of planning and
construction of the regional control of wastewater treatment facilities. This fund accounts for
the wastewater services provided to residents of the Village of Ruidoso, the City of Ruidoso
Downs, and the surrounding area, including administration, operations, maintenance, debt
service, and billing and collection.

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
accrual basis of accounting. These funds accounts for assets that the Village holds for others
in an agency capacity.

As a rule, the effect of inter-fund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are the charges between the Village’s
water, sewer, solid waste, wastewater, and insurance functions of the Village. Elimination of
these charges would distort the direct costs and program revenues reported for the various
functions concerned.
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STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (CONTINUED)

C. Measurement Focus, Basis of Accounting, and Basis of Presentation (Continued)

Amounts reported as program revenues include 1) charges to customer or applicants for
goods, services, or privileges provided, 2) operating grants and contributions, and 3) 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.

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

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services in connection with
the fund’s principal ongoing operations. The principal operating revenues of the proprietary
funds are charges for sales services, although subsidies may be used for operating or capital
to some degree. Operating expenses for enterprise funds include the cost of sales and
services, administrative expenses, and depreciation on capital assets. All revenues and
expenses not meeting this definition are reported as non- operating revenues and expenses.

D. Budgetary Information
1. Budgetary Basis of Accounting

Annual budgets are prepared and adopted on a basis consistent with generally
accepted accounting principles for the general fund, special revenue funds, debt
services funds, and enterprise funds. Capital project funds adopt project-length
budgets. Agency funds are not budgeted. The Village’s budgets are prepared on a
cash basis of accounting.

The appropriated budget is prepared by fund, department, and functional category
(i.e., personnel, operations, and capital outlay). Any increases and decreases to the
overall must be approved by Village Council and DFA. The legal level of budgetary
control (i.e., the level at which expenditures may not legally exceed appropriations)
is at the fund level.

Prior to June 1st, budgets are prepared, balanced, and approved by resolution by
Vilage Council and submitted to the Local Government Division (LGD) of New
Mexico Department of Finance and Administration (DFA) for oversight approval.
Once the budget has been formally approved, amendments must also be approved
by Village Council and DFA.

All annual appropriations lapse at fiscal year-end even if they have related
encumbrances. Encumbrances are commitments related to unperformed
(executory) contracts for goods or services (i.e., purchase orders, contracts, and
commitments). Encumbrance accounting is utilized to the extent necessary to assure
effective budgetary control and accountability and to facilitate effective cash
planning and control. Valid outstanding encumbrances (performance under the
executory contract is expected in the next year) are reported as reservations of fund
balances and do not constitute expenditures or liabilities because the commitments
will be re-appropriated and honored during the subsequent year.
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STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (CONTINUED)

D. Budgetary Information (Continued)
2. Excess of Expenditures over Appropriations

For the year ended June 30, 2014, expenditures did not exceed appropriations in any
of the Village’s individual funds.

E. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Balance

Cash and Cash Equivalents

The Village’s cash and cash equivalents are considered to be cash on hand,
demand deposits, and short-term investments with original maturities of three months
or less from the date of acquisition.

Investments

Investments for the Village are reported at fair value (generally based on quoted
market prices). Fair value is the amount at which a financial instrument could be
exchanged in a current transaction between willing parties.

Restricted Assets

The Village accepts deposits on utility accounts which after one (1) year if the
customer is in good standing, these funds are refunded back to the individual’s utility
account. In addition, funds received from granting authorities that are required to
be legally separate are also identified as restricted assets.

Receivables and Payables

Activities between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as either “due to/from other
funds”. Any residual balances outstanding between government activities and
business-type activities are reported in the government-wide financial statements as
“internal balances”.

All trade receivables are shown net of an allowance for doubtful accounts. Trade
accounts receivable in excess of 90 days comprise the trade accounts receivable
allowance for doubtful accounts.

Property taxes are levied on November 1st on property tax values assessed as of
January 1st. Property taxes collected by Lincoln County (the County) are due in two
equal installments on November 10th and April 10t. Property taxes uncollected after
these dates are considered delinquent and the County may assess penalties and
interest. An enforceable lien attaches once the taxes are delinquent thirty (30) days
after delinquency.

The Village is permitted to levy taxes for general operating purposed based on
taxable value for residential and nonresidential property, taxable value being
defined as one-third of full assessed value. In addition, the Village is allowed to levy
taxes for payments of bond principal and interest in an amount approved by the
Village. The Village’s total tax rate to finance general government services for the
year ended June 20, 3014 was $5.142 per $1,000 for residential property and $4.451
for non-residential property.
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STATE OF NEW MEXICO
VILLAGE OF RUIDOSO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (CONTINUED)

E. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Balance
(Continued)

Inventory

Inventories are valued at cost using the first-in/first-out (FIFO) method and consist of
expendable supplies and materials. The consumption accounting method is used to
record the Village’s inventories. An asset is recorded when the supplies are
purchased and the recognition of the expenditure is deferred to the period in which
the inventories are actually consumed.

Prepaid Iltems

Certain payments to vendors reflect costs applicable to future accounting periods
and are recorded as prepaid items in both the government-wide and fund financial
statements. The cost of prepaid items is recorded as expenditures/expenses when
consumed rather than purchased.

Capital Assets

Capital assets, which include property, plant, equipment (including software), and
infrastructure (i.e., roads, bridges, sidewalks, and similar items), are reported in the
applicable governmental or business-type activities column in the government-wide
financial statements. Capital assets are recorded at cost or if contributed at their fair
market value at contribution. Assets capitalized have an original cost of $5,000 or
more (Section 12-6-10 NMSA 1978) and have an estimated useful life greater than
one year. Capital assets, if purchased or constructed, are recorded at historical cost
or estimated historical cost if original cost was not available.

Since the Village is a Phase Il government for purposes of implementing GASB
Statement No. 34, Basic Financial Statements — and Management’s Discussion and
Analysis for State and Local Governments, it is not required to retroactively report its
major general infrastructure assets. However, it must re