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INDEPENDENT AUDKTORS' REPORT 

Hector State Auditor 
and 

Board Commissioners 
rrruth or Consequeaces Authority 
Truth or Consequences, New Mexico 

We have audited the financial statements of the 
the fund information of theand 

as of and for the year ended June which 
basic financial statements as listed in the table of contents, 
statements of each of the non-major 
information in the combining and individual fund financial statements as of and for 
the year ended ,June as listed in the table of contents, These financial statements are the 

of the Truth or Consequences Authority's Our IS 

"",,,$,',,'" opinions on these financial statements based on our audit. 

We conducted our audit in accordance with standards accepted in the United 
States of America and the standards applicable to financial audits contained in Government n,t',U,,&HI 

issued the Comptroller General of the United States, Those standards 
we and perform the audit to obtain reasonable assurance about whether the financi[d 
statements are free of material misstatements, An audit includes examining, on a test 
evidence supporting the amounts and disclosures in the financial statements, An audit also includes 

the principles used and significant estirnates made as well aso..:J.:J,=,.ovLHf', 

the overall financial statement presentation, believe that our audit provides a 
reasonable basis for our opinions, 

In our opinion, the financial statements referred to above 
financial of the 

remaining fund of the Truth or Consequences 
and the respective in financial 
with accounting generally 

the financial statements referred to in all material respects, the 
of each 

Qn.O£,lTt7C> budgetary 
conformity with accounting 

of America, 
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In accordance with Gouernment Standards, we have also issued our 
on our consideration of the Truth or Consequences 

over financial and on our tests of its compliance with certain 
contracts and agreements and other matters. The purpose is to 

describe the scope of our testing of internal control over financial and compliance and the 
results of that and not to provide an opinion on the internal control over financial 

That report is an part of an audit performed in accordance 
Standards and should be considered in the results of Oll': 

The Truth or Consequences Authority has not discussion and 
analysis that is by accounting principles generally in the United States of America 
to although not required to be a part of, the basic financial statements. 

audit V17:3S conducted for the purpose of forming opinions on the financial statements that 
basic financial and on the combining, indi1,idual 

statements as other supplementary information. rrhe 
of Federal Awards is presented purposes of additional 

of Management and Budget Circular A~udits of 
Organizations, and is not a required of the financial 

statements of the Authority. In addition, the accompanying financial information listed as other 
supplemental data in the table contents is also presented for purposes of additional and is 
not a of the financial statements. The Schedule of Expenditures of Federal Awards 
and the other supplemental data have been subjected to the procedures in the audit 
of the financial statements and, in our opinion, are stated, in all material in relation 
to the financial statements taken as a whole. 

p 
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Low Rent Housing Puesta 
Public Choice Del Sol

Housing Vouchers Apartments
ASSETS

Current assets:  
  Cash 591,999$           216,734$         2,097$          
  Accounts receivable(net) 62,102               4,140               8,235            
  Prepaid expenses 11,976               349                  592               
  Interfund receivables 42                 
  Inventory 3,460                 593               

    Total current assets 669,537$           221,223$         11,559$        

Noncurrent assets:
  Restricted:
    Cash 46,614$             11,071$           35,660$        
  Capital assets, net 2,044,182          475,527        

    Total noncurrent assets 2,090,796$        11,071$           511,187$      

      Total assets 2,760,333$        232,294$         522,746$      

LIABILITIES

Current liabilities:
  Accounts payable 16,742$             559$                1,346$          
  Accrued expenses 18,528               1,037            
  Interfund payable 109                    21,084          
  FSS deposits 20,624               11,071             
  Current portion of long-term debt 2,996            
  Tenant deposits (payable from restricted assets) 11,972               2,517            

   Total current liabilities 67,975$             11,630$           28,980$        

Noncurrent liabilities:
  Notes payable -$                      -$                    473,754$      
  Compensated absences 25,309               5,850               2,232            

  Total noncurrent liabilities 25,309$             5,850$             475,986$      

Total liabilities 93,284$             17,480$           504,966$      

NET ASSETS

Invested in capital assets, net of related debt 2,044,182$        -$                    (1,223)$         
Restricted for debt service 33,163          
Unrestricted 622,867             214,814           (14,160)         

    Total net assets 2,667,049$       214,814$         17,780$       

The accompanying notes are an integral part of these financial statements.
4
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Hacienda 
Orgullo Other

Apartments Funds Total

24,019$     123,228$   958,077$           
11,450       64,544       150,471             

1,062         13,979               
67              29,254       29,363               

1,350         5,403                 

37,948$     217,026$   1,157,293$        

109,161$   -$               202,506$           
817,587     1,044         3,338,340          

926,748$   1,044$       3,540,846$        

964,696$   218,070$   4,698,139$        

2,780$       258$          21,685$             
19,565               

8,170         29,363               
31,695               

27,409       30,405               
7,216         21,705               

45,575$     258$          154,418$           

646,203$   -$               1,119,957$        
2,982         1,162         37,535               

649,185$   1,162$       1,157,492$        

694,760$   1,420$       1,311,910$        

143,975$   1,044$       2,187,978$        
101,945     135,108             

24,016       215,606     1,063,143          

269,936$   216,650$   3,386,229$       
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Truth or Consequences Housing Authority 
A Component Unit of the City of Truth or Consequences 

TO FINANCIAL STATEMENTS 
June 30, 2008 

Note 1 of Significant Accounting Policies 

The or Consequences Housing Authority was organized under New Mexico 
statutes, to provide a conduit for housing funds for disadvantaged New Mexicans. The 
Authority is a political subdivision of the State of New ..viexico and a component unit of 
the of Truth or Consequences, New Mexico. 

The Authority complies with generally accepted accounting principles GAAP 
includes all relevant Governmental Accounting Standards Board (GAS B) 
pronouncements. In the government-wide financial statements and the fund financial 
statements for the proprietary funds, Financial Accounting Standards Board 
pronouncements and Accounting Principles Board (APE) opinions issued on or before 
November 1989, have been applied unless those pronouncements conflict with or 
contradict pronouncements, in which case, GASB prevails. For enterprise funds, 
GASB Statement No.'s 20 and 34 provide the Authority the option of electing to apply 
FASB pronouncements issued after November 30, 1989. The Authority has elected to 
apply those pronouncements. The accounting and reporting framework and the more 
significant accounting policies are discussed in subsequent subsections of this Note. 

R 	 FINAl"fCIAL REPORTING ENTITY 

The AuthoTity's basic financial statements include the accounts of all 
operations. criteria for including organizations as component units within the 
Authority's reporting entity, as set forth in Section 2100 of GASB's 
Governmental and Financial Reporting Standards, include whether: 

., the organization is legally separate (can sue and be sued in own name) 

.,. the Authority holds the corporate powers of the organization 
0} the Authority appoints a voting majority of the organization's board 
'" 	 the is able to impose its will on the organization 

the organization has the potential to impose a financial benefit/burden on the 
Authority 

.. 	 there is fiscal dependency by the organization on the Authority. 

Based on the aforementioned criteria, the Authority has no component units. 



Governmental-wide Financial Statements 

The Statement of Net Assets, Statement of Revenues, and Changes in Net 
Assets and Statement of Cash Flows display information about the 
government as a whole. They include all funds of the entity 
fiduciary funds. The statements distinguish between governmental and business-

activities. Governmental activities generally are financed through 
intergovernmental revenues, and other nonexchange revenues. Business-type 
activities are financed in whole or in part by fees charged to external parties for 
goods or services. All Authority activities are accounted for as proprietary activities, 
in accordance with HUD UFRS Guidelines. 

The government-wide Statement of Activities presents a comparison between 
expenses, both direct and indirect, and operating revenues for each segment of the 
business-type activities of the Authority. Direct expenses are those that are 
specifically associated with a service, program or department and are therefore 
clearly identifiable to a particular function. Indirect expenses for centralized services 
and administrative overhead are not allocated, but are presented as separate 
functions. Operating revenues include charges paid by recipients of the goods or 
services offered the program and grants and contributions that are restricted to 
meeting the operational and capital requirements of a particular program. Revenues 
not classified as operating revenues are presented as non-operating revenues. The 
comparison of program revenues and expenses identifies the extent to which a 
program or business segment is self-financing or draws from the non-operating 
revenues of the Authority. 

Fund Financial Statements 

Fund financial statements of the reporting entity are organized into funds; each of 
which is considered to be separate accounting entities. Each fllnd is accounted for by 
providing a set of self-balancing accounts that constitute its 
liabilities, fund equity, revenues, and expenditure/expenses. Funds are 
into one major category: proprietary. An emphasis is placed on major funds within 
the proprieta17f categories. A fund is considered major if it is the operating 
fund of the Authority or meets the following criteria: 

a. 	 Total liabilities, revenues, or expenditures/expenses of that individual 
proprietary fund are at least 10 percent of the corresponding total for all funds of 
that category or type. 



The funds of the financial reporting entity are described below: 

Fund 

Fund 

Enterprise funds are used to account for business-like activities provided to the 
general public. These activities are financed primarily hy user and the 
measurement of financial activity focuses on net income measurement similar to the 
private sector. 

The funds are as follows: 

Funds 

- To account for HUD's Low Rent Public and 
Capital .Fund Program. Provides adequate living accommodations to qualified 
families through reduced rate rentals built and owned by the Housing Authority. 

~~~~=-~~~~~~~ 

To account for HUD's program which provides Housing 
qualified low income residents in owned 

Rental units purchased loan funds 
from the Rural Development Office of the United States Department of Agriculture to 
provide decent, safe, and sanitary housing to disadvantaged New Mexicans. Units 
are leased to eligible applicants who meet certain income guidelines. 

Funds 

~~,",,-,,=-.c,,-=== - A BUD funded program passed through the New Mexico Finance 
The program is designed to provide eligible low-income families with the 

opportunity to purchase their own homes. 

~lM:jlliJ:!!l!,"Lq~miJt.!di~?-1ill!C!J~~!Q:Q!!~l:!!.~m!&lLJ..~&~,1 - Child Care Center 
established through assistance from both Federal and State agencies to 
decent, safe, and sanitary care for children of eligible parents. 

- Funded by administrative fees earned on the Rural 
De"elopment and HOME Programs. These funds are used to other 
programs of the Authority. 

FOCUS AND JU".c".IJJCU OF 

Measurement focus is a term used to describe "which" transactions are recorded 
within the various statements. Basis of accounting refers to "Viihen" 
transactions are recorded regardless of the measurement focus applied, 



Measurement Focus 

On the government~wide Statement of Net Assets, Statement of Revenues, 
Expenses and Change in Net Assets, and Statement of Cash Flows business-like 
activities are presented the economic resources measurement focus as 
defined in item "a" below. 

a. 	 The proprietary fund utilizes an "economic resources" measurement focus. 
The accounting objectives of this measurement focus are the determination 
of operating income, changes in net assets (or cost recovery), financial 
position, and cash flows. All assets and liabilities (whether current or 
noncurrent) associated with their activities are reported. Proprietary fund 
equity is classified as net assets. 

Basis 

In 	 the government·"lide Statement of Net Assets, Statement of 
and Changes in Ket Assets, and Statement of Cash Flows business~ 

like activities are presented using the accrual basis of accounting. Under the 
accrual basis of accounting, revenues are recognized when earned and 
expenses are recorded when the liability is incurred or economic asset used. 
Revenues, expenses, gams, losses, assets, and liabilities resulting from 

and exchange-like transactions are recognized when the exchange 
takes place. 

In applying GASBS No. 33 to grant revenues, the provider recognizes liabilities 
and expenses and the recipient recognizes receivables and revenue when the 
applicable eligibility requirements, including time are meL 
Resources transmitted before the eligibility requirements are met are 
as advances by the provider and deferred revenue by the recipient. 

All proprietary funds utilize the accrual basis of accounting. Under the accrual 
basis of accounting, revenues are recognized when earned and expenses are 
recorded when the liability is incurred or economic asset used, 

E. BUDGETS 

The Housing Authority adopts budgets for its Low Rent Public 
Housing Choice Vouchers, Puesta del Sol Apartments, and Hacienda Orgullo 
Apartment funds in accordance with the Housing and Development 
Program Agreements, and Department of Agriculture regulations, Other funds 
are not budgeted. 

are prepared on the "Economic Resources" 
depreciation, and are utilized as a guide only. The budgets are not legally 
enforceable documents. 

No amendments are made to the original budgets. 



F, CASH AND INVESTMENTS 

For the purpose of the Statement of Net Assets, "cash" includes all demand, savings 
accounts, and certificates of deposits of the Authority. For the purpose of the 

fund Statement of Cash Flows, "cash and cash equivalents" include all 
demand and savings accounts, and certificates of deposit or short-term investn'lents 
with an original maturity of six months or less. 

Investments are carried at fair value for short-term U.S. Treasury obligations 
with a remaining maturity at the time of purchase of one year or less. Those 
investments are reported at amortized cost. Fair value is based on quoted market 

State statutes authorize the government to invest in interest accounts with 
local financial institutions, direct obligations of the u.s. Treasury or New Mexico 
political subdivisions, and the state treasurers investment pool. 

New Mexico Statutes require that financial institutions with public monies on 
deposit pledge collateral, to the owner of such public monies, in an amount not less 
than 50% of the public monies held on deposit. Collateral pledged is held in 
safekeeping by other financial institutions, with safekeeping receipts held the 
Authority. The pledged securities remain in the name of the financial institution. 
Premiums (discounts) on investments are amortized by the interest method, or 
methods approximating the interest method. 

Inventories consist primarily of supply items, and are recorded at cost, measured 
the first-in first-out method. 

INTERFUND RECEIVABLES AND PAYABLES 

During the course of operations, transactions occur between individual. funds that 
may result in amounts owed between funds. Short-term interfund loans are 
as "interfund receivables/payables". 

:t RECEIVABLES 

In the government-wide statements, receivables consist of all revenues earned at 
and not received. Allowances for uncollectible accounts receivable are 

based upon historical trends and the periodic aging of accounts receivable. 
Business-type activities report rents and interest earnings as their major receivables. 

16 



J. CAPITAL ASSETS 

Government-wide State17tents and Fund Statements 

In the government-wide and fund financial statements, fixed assets are accounted for 
as capital assets. All capital assets are valued at historical or estimated 

cost if actual is unavailable, for donated capital assets which are 
at their estimated fair value at the date of donation. 

of all exhaustible capital assets is recorded as an expense in the 
of Revenues, Expenses and Changes in Net with accumulated 

depreciation reflected in the Statement Net Assets. Depreciation is provided over 
the assets' estimated useful lives using the straight-line method of depreciation. The 
range estimated useful lives type of asset is as follows: 

'" Buildings 40 years 
" Improvements 40 years 
'" Machinery and Equipment 5-10 years 
,. Software and Library 5-10 years 

Assets acquired with an original cost of $5,000 or more are capitalized. Construction 
interest is capitalized in proprietary funds. 

Restricted assets include cash and investments of the fund are 
legally restricted as to their use. The primary restricted assets are related rent 

and debt service funds. 

DEBT 

AlI long-term debt to be repaid from business-type resources are as 
liabilities in government-wide and fund statements. The debt consists 

of compensated and notes payable. 

COMPENSATED ABSENCES 

1'he Authority's policies regarding vacation tim.e employees to accumulate 
earned but unused vac:ation leave. The liability for these compensated absences is 
recorded as long-term debt in the government-wide statements. The current """''-1,,,n 

of this debt is estimated based on historical trends. Proprietary funds 
liability as it is incurred. 



CLASSIFICATIONS 

Govermnent-wide Statements and Fund Financial Statements 

is classified as net assets and displayed in three components: 

a. 	 Invested in capital assets, net of related debt- Consists of capital assets 
including restricted capital assets, net of accumulated depreciation and 
reduced the outstanding balances of any bonds, mortgages, notes, or ather 
borrowings that are attributable to the acquisition, construction, or 
improvement of those assets. 

b. 	 Restricted net assets - Consists of net assets with constraints placed on the 
use either by (1) external groups such as creditors, grantors, contributors, or 
laws or regulations of other governments; or (2) law through constitutional 
provisions or enabling legislation. 

c. 	 Unrestricted net assets - All other net assets that do not meet the definition 
of "restricted" or "invested in assets, net of related debt." 

O. REVENUES, EXPENDITURES, AND 

Revenues and Expenses 

Operating revenues and expenses for proprietary funds are those that result froll! 
services and producing and delivering goods andlor services. It also 

includes all revenue and expenses not related to capital and related 
noncapital financing, or investing activities. 

In the government-wide and fund financial statements, expenses are classified as 
or nonoperating for business-type activities. 

Authority first restricted resources when expense IS incurred 
purposes for which both restricted and unrestricted net assets are available. The 
Authority does not allocate indirect costs. 

Inventories are carried at cost, valued by the first-in first-out method. 

IN'fEJRFLTND TRANSFERS 

Permanent reallocation of resources between funds of the reporting are 
classified as interfund transfers. No interfund transfers were made the year 
ended "Tune 30, 2008. 

18 



USE OF 

preparation of financial statements in conformity with generally 
principles requires to make estimates and assumptions that 

affect certain reported amounts and disclosures. Accordingly, actual results could 
differ from those estimates. 

Note 2 Credit Risk 

Custodial credit risk is the risk in the event of a bank failure the Authority's deposits m8.y 
not be returned to it. The does not have a deposit for credit risk beyond 
that disclosed 111 Note 1. As of "Tune 30, 2008, 10,694 of the bank balance of 

was to custodial credit risk. 

Bank 

C;IJV"~l0" by custodial risk 

Insured 	 $ 130,256 $ 
held by the pledging 


bank's In name 

Uninsured 


Note ~i 	 Accounts ReceivabJes 

Due from tenants $ 7 

Less allowance for doubtful accounts 

Net tenant receivables $ 

Due from other governments 

Net receivables 



Note Capital 

for the year ended June 30, 2008, was as follows: 

Balance Balance 

va.fJ~'cu'- asset 

assets not being depreciated: 
Land $ S -0­
Construction in progress 

Total assets not 

Other capital assets: 
Furniture and fixtures $ 730,473 S 19,260 $ -0­ $ 
B:lildings 5,731,624 -0­ -0­ 5, 

Total other assets at 
historical cost 

Less accumulated 
depreciation for: 
Furniture and fixtures $ 

-0­

Total accumulated 

:]) (4.089,698) ~(214.146) 


Other capital assets (net) 


assets, net 


Note Ei Accrued i:'~XDenSes 

Accrued expenses consist of the following June 30, 2008: 

Accrued payroll $ 
Accrued interest 
Accrued resident expenses 



Note 6 Debt 

HGtJ'H.,,;;:, in long-term debt were as follows during the year ended June 30, 2008: 

Due 
Balance Balance Within 

Business-Type Activities: 
Notes 
Hacienda Orgullo $ 700,692 $ $ 
Puesta del Sol Apts. 

$1,180,104 ;£ $ 29,742 150,362 $ 

Compensated absences 

The Hacienda Orgullo notes are payable to the UB. Department of Agriculture, through 
the Rural Housing Service, The stated interest rates are paid 1% Authority, and the 
remainder Rural Housing Service, in the form of a debt service subsidy. 

The Puesta del Sol note is payable to the U.S. Department of Agriculture, through the 
Rural Housing Service. The Authority receives a fixed debt service from the Rural 
Housing Service of $3,681 per month. 

Hacienda Orgullo Notes: 

Loan No.1, secured apartment complex, the Authority's 
liability payable at S2,160 per month, including interest at 1%, 
stated interest maturing June 25, 2030 $ 513,452 

Loan No.2, secured 
per month, including interest at 

,June 2030 

the Authority's 
liability payable at 
1(%, stated interest 10. 

$ 

Puesta del Sol note, secured apartment complex, the Authority's 
liability payable at per month, total payment per month, 

interest at 11.875%. maturing 5,2034 

2JL 



The annual debt service requirements to maturity are as follo\vs: 

2009 
2010 
201 
2012 
2013 
20ltl-2018 181,728 
2019-2023 217,238 
2024-2028 191,681 
2029-2033 
2034-2038 

Note 7 Retirement Plan 

Plan 

Substantially al: of the Authority's full-time employees participate in a public employee 
retirement system authorized under the Public Employees Retirement Act (Chapter 
Article 11 1978). The Public Retirement Association the 
administrator of the plan, which is a cost-sharing multiple-employer defined benefit 
retirement plan. The plan provides for retirement, disability benefits, survivor benefits 
and adjustments to plan members and beneficiaries. PERA issues a 
publicly available financial report that includes financial statements and 
supplementary information for the plan. That report may be obtained writing to 
PD. Box Santa Fe, New Mexico 87504-2123. The report is also availabJe on PERt\'s 
website at 

Plan members are required to contribute 16.65% of their gross salary. The Authority is 
required to contribute 11.65% of the grOfJS covered salary. The contributor requirements of 
plan members and the Authority are established in State Statute under Chapter 10, 
Article 11, NMSA 1978. The requirements may be amended acts of the legislature. The 
Authority's contributions to PERA for the fiscal years ending June 30, 2008, and 
2006 were 137, and respectively, which equal the amount of the 

contrihutions for each year. 

Note 8 Post-Employment Benefits State Retiree health Care Plan 

Plan 

The Authority contributes to the New Mexico Retiree health Care Fund, a cost-sharing 
multiple-employer defined benefit postemployment health care plan administered the 



New Mexico Retiree health Care Authority (RHCA). The RHCA provides health care 
insurance and prescription drug benefits to retired employees of participating New Mexico 
government their spouses, dependents, and spouses and dependents. 
The RHCA Board was established the Hetiree health Care Act OChapter 10, Article 
NMSA 1978). '1'he Board is 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 Retiree Health Care Act on the person's behalf, unless 
that person retires before the employer's effective date, in which event the time 
period required for employee and employer contributions shall become the period of time 
nat'","na,,.. the employer's effective date and the date of retirement; (2) retirees defined by 
the Act who retired prior to July I, 1990; (3) former legislators who served at least two 
years; (4) former governing authority members who served at least four years. 

The RHCA issues a publicly available stand-alone financial repoert that includes financial 
statements and required supplementary information for the postemployment healthcare 
plan. That report and further information can be obtained by vvriting to the Retiree health 
Care Authority at 4308 Carlisle N.E., Suite 104, Albuquerque, New Mexico 87107. 

Policy 

The Retiree Health Care Act (Section 10-7C-13 NlVISA 1978) authorizes the RHeA Board 
to establish the monthly premium contributions that retirees are required to pay for 
healthcare benefits. Each participating retiree pays a monthly premium 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 
RHCA effective date or is a former legislator or former governing authority member. 
Former legislators and governmg authority members are required to pay 100% of the 
insurance premium to cover their claims and the administrative expenses of the plan. The 
monthly premium rate schedule can be obtained from the RHCA or viewed on their website 
at=,.~~~~~~~~~~~~,.~~~. 

The Retiree Health Care Act (Section 10-7C-15 KMSA 1978) is the statutory authority that 
establishes the required contributions of participating employers and their employees. The 
statute each participating employer to contribute 1.3% of each participating 
employee's annual , each participating employee is required to contribute .65% of 
their 

Employers joining the program after 111198 are also required to make a 
contribution to the RHCA based on one of two formulas at agreed-upon intervals. 

The plan is financed on a pay-as-you-go basis. The , employee and retiree 
contributions are required to be remitted to the RHCA on a monthly basis. The Statutory 
requiremen:;s for the contributions can be changed by the New Mexico State 

The Authority's contributions to the RHCA for the years ended June 30, 2008, 2007 and 
2006 were $12,549, $12,557, and S12,203, respectively, which the required 
contributions for each year. 
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$400,000 

Note 9 Contingent Liabilities 

Amounts received or receivable from grantor agencies are subject to audit and adjustment 
grantor agencies, principally the federal government. Any disallowed claims, including 

amounts already collected, may constitute a liability of the applicable funds. The amount, 
if any, of which may be disallowed by the grantor cannot be determined at 
this time although the government expects such amounts, if any, to be immateriaL 

Note 10 Risk lU<UlGlb<;::lH~;HL 

The Authority is exposed to various risks of loss related to torts; thefts of, damage to and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters. 
The Authority has joined together with other Housing Authorities and obtained insurance 
through the Housing Authority Insurance Group, a Housing Authority risk pool currently 
operating as a common risk management and insurance program for member units. The 
Authority pays an annual premium to Authority Insurance Group for its general 
insurance coverage, and risk of loss is transferred. 

Limits of coverage are as follows: 

Medical and medically related expense per occurrence. 
Injury each person. 
Injury each occurrence. 

Property Damage each occurrence. 

Note 11 Financial Data Schedule 

The Authority is required to submit, a;:1d include with the audited financial statements, a 
financial data schedule, which should be presented as other supplemental data. 

The financial data schedule is not available for presentation in the audited financial 
statements. availability, it will be presented in a separate report. 

Note 12 Interfund Activity 

Interfund balances at ,June 2008 consisted of the following: 

Low Rent Puesta Hacienda 

Puesta del Sol $ 42 $ $ $ 42 
Hacienda Orgullo 67 67 
Other funds 



The interfund activity is to provide operating capital, and all amounts are to be 
within one year. 

Note 1:3 

Seventy percent of the Authority's revenues are derived from Federal 
Reduction or interruption of these funds is not expected. However, if reduction or 

of occurred, it would have a material effect on the operations of the 
Authority, 
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ECDC Home Return to
Program Program Owner Total

ASSETS

Current assets:
  Cash 10,575$    18,313$    94,340$     123,228$   
  Accounts receivable 64,544       64,544       
  Interfund receivable 29,254       29,254       

  Total current assets 10,575$    18,313$    188,138$   217,026$   

Noncurrent assets:
  Capital assets, net 1,044        1,044         

    Total assets 11,619$    18,313$    188,138$   218,070$   

LIABILITIES

Current:
  Accounts payable 158$         50$           50$            258$          

Noncurrent liabilities:
  Compensated absences 1,162        1,162         

    Total liabilities 1,320$      50$           50$            1,420$       

NET ASSETS

Invested in capital assets 1,044$      -$              -$               1,044$       
Unrestricted 9,255        18,263      188,088     215,606     

    Total net assets 10,299$   18,263$   188,088$   216,650$  

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

June 30, 2008

Truth or Consequences Housing Autority
A Component Unit of the City of Truth or Consequences

Non-Major Enterprise Funds
COMBINING STATEMENT OF NET ASSETS
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Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

Operating revenues:
  Tenant rent 92,142$       92,142$       46,658$          (45,484)$          
  Other tenant revenue 3,750           3,750           736                 (3,014)              

    Total operating revenues 95,892$       95,892$       47,394$          (48,498)$          

Operating expenses:
  Administrative 28,134$       28,134$       24,907$          3,227$              
  Utilities 11,150         11,150         13,497            (2,347)              
  Repairs and  maintenance 27,889         27,889         30,660            (2,771)              
  General 4,906           4,906           6,925              (2,019)              
  Interest 15,277         15,277         56,776            (41,499)            
  Depreciation 18,267            (18,267)            

    Total operating expenses 87,356$       87,356$       151,032$        (63,676)$          

    Operating income (loss) 8,536$         8,536$         (103,638)$      (112,174)$        

Nonoperating revenue (expense):
  Intergovernmental grants -$                -$                86,057$          86,057$            
  Other nonoperating revenue 175                 175                   
  
    Total nonoperating revenues (expenses) -$                -$                86,232$          86,232$            

    Change in net assets 8,536$        8,536$        (17,406)$        (25,942)$         

  

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

For the Fiscal Year Ended June 30, 2008

Truth or Consequences Housing Authority
A Component Unit of the City of Truth or Consequences

PUESTA DEL SOL APARTMENTS
Statement of Revenues and Expenses - Budget and Actual
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Federal Pass-through Total
Federal Grantor/Pass-through Grantor/ CFDA Grantor's Awards
Program Title Number Number Expended

U.S. DEPARTMENT OF HOUSING AND
  URBAN DEVELOPMENT

Direct programs:
  Public and Indian Housing 14.850 N/A 179,232$      
  Section 8 Housing Choice Vouchers 14.871 N/A 651,928        
  Resident Opportunity and Supportive Services 14.870 N/A 164,048        
  Public Housing Capital Fund 14.872 N/A 138,035        

Total U.S. Department of Housing and
  Urban Development 1,133,243$   

U.S. DEPARTMENT OF AGRICULTURE

Direct programs:
  Rural Rental Housing Loans 10.415 N/A 1,194,535$   
  Rural Rental Assistance 10.427 N/A 146,410        

Total U.S. Department of Agriculture 1,340,945$   

Total Expenditures of Federal Awards 2,474,188$  

See accompanying notes to schedule of expenditures of federal awards.

Truth or Consequences Housing Authority

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Fiscal Year Ended June 30, 2008

A Component Unit of the City of Truth or Consequences
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Truth or Consequences Housing Authority  
A Component Unit of the City of Truth or Consequences 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
For The Fiscal Year Ended June 30, 2008 

 
 
 
 
 
 
 
Note 1 Basis of Presentation 
 

The accompanying schedule of expenditures of federal awards includes the federal 
grant activity of the Truth or Consequences Housing Authority, and is presented on 
the accrual basis of accounting.  The information in this schedule is presented in 
accordance with the requirements of OMB Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations, therefore, some amounts presented in this 
schedule may differ from amounts presented in, or used in the preparation of the 
basic financial statements. 
 
  

Note 2 Insurance 
 

The Authority is a member of the Housing Authority Insurance Group, to which it 
pays an annual premium in exchange for insurance in varying amounts based on the 
type of risk, as follows: 
 
 General liability $   300,000 
 Personal injury      750,000 
 Property damage      100,000 

 
Note 3 Loan Guarantees 
 
 The Authority had loan guarantees from Rural Rental Housing Loans at June 30, 
2008, in 

 the amount of $1,150,362, which are included in the accompanying Schedule of 
Federal  Financial Assistance under the Federal Loan Program, CFDA No. 10.415.  
The remainder of the federal assistance is loan subsidies in the amount of $44,173. 

 
 The Rural Rental Housing loans require participation in repayment by the Authority, 

but significant debt repayment is through debt service subsidies from the U. S. 
Department of Agriculture.     
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REPORT ON INTER.:;[AL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER J\lIATTERS BASED ON AN 


AUDIT FINANCIAL STATEMENTS PERFORMED IN WITE 

GOVERNMENT AUDITING STANDARDS 

Hector H. Balderas, State Auditor 
and 

Board of Commissioners 
Truth or Authority 
Truth or Consequences, New Mexico 

We have audited the financial statements of the business-type activities, each 
Authority as of and 

major fund 
(T(TV'n.",,+o remaining fund information of the Truth or Consequences 

year ended "hme 2008, which collectively the Truth or Consequences 
basic financial statements and have issued our thereon dated February 2009. YAle have also 
audited the combining and individual fund financial statements of each of the Authority's non-major 
proprietary funds and the budgetary comparisons presented as other supplementary information as of 
and for the year ended June 30, and have issued our report thereon dated 2009. We 
conducted our audit in accordance with auditing standards accepted in the United States of 
America and the standards applicable to financial audits contained in Government 
issued the Comptroller General ofthe United States. 

Internal Control Over Financial 

In planning and performing our audit, we considered the Truth or Consequences 
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 an opinion 
on the effectiveness of the Truth or Consequences Authority's internal control over financial 
reporting. Accordingly, we do not express an opinion on the effectiveness of the Truth or Consequences 

Authority's internal control over financial reporting. 

A control exists when the or operation of a control does not allow or 
in the normal cou.rse of peTforming their assigned functions, to prevent or detect 

misstatements on a timely basis. A significant deficiency is a control deficiency, or a cOlllbinahon of 
control deficiencies, that adversely affects the Truth or Consequences Housing Authority's 



record, process, or report financial data in accordance with generally 
accepted principles such that there is more than a remote likelihood that a misstatereent of 
the Truth or Consequences Authority's financial statements that is more than inconsequential 
will not be prevented or detected the Truth or Consequences Housing Authority's internal controL 

material weakness is a significant deficiency, or a combination of significant deficiencies, that results 
in more than a remote likelihood that a material misstatement of the financial statements willnct be 
prevented or detected the Truth or Consequences Housing Authority's internal controL 

Our consideration of internal control over financial reporting was for the limited purpose described in the 
first of this section and would not identify all deficiencies in internal contro~ that 
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal 
control over financial reporting that we consider to be material weaknesses, as defined above. 

And Matters 

As part reasonable assurance about whether the Truth or Consequences Housing 
financial statements are free of material misstatement, we performed tests of its compliance with certain 
provisions oflaws, reguiations, contracts, and agreements, noncompliance with which could have a 
direct and material on the determination off1nancial statement amounts, an 
opinion on compliance with those provisions was not an objective ofour audit, and accordingly, we do not 
8xpress such an opinioR The results of our tests disclosed no instances of noncompliance or other 
matters that are required to be reported under Government Au.diting Standards. 

We noted certain matters that are required to be reported under Government Auditing Standards 
2007 Revision 5.14 and and Section NMSA 1978, which are descr;bed 

in the accompanying schedule of findings and questioned costs as finding 08-1, and 07-2. 

The Truth or Consequences Authority's responses to the findings identified in our audit are 
described in the schedule of findings and questioned costs. We did not audit the Truth or 
Consequences Housing Authority's responses, and, accordingly, we express no opinion on them. 

This report is intended solely for the information and use of management, the Board of 
others within the entity, the State Auditor, the New Mexico and federal awarding 
and entities and is not intended to be and should not be used anyone other than these 
specified »"""""" 

! 
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TO EACH MAJOR PROGRAM AND ON INTERNAL 
ON COi\1PUANCE WITH 	 APPLICABLE 

OVER 	 IN ACCORDANCE WITH OMB CIRCULAR A-133 

Hector H, Balderas, State Auditor 
and 

Board of Commissioners 
Truth or 'UL'l1i:jCq U<;HLCv Authority 

<'<'0U,",C0, New MexicoTruth or 

Vie have audited the compliance of the Truth or Consequences Authority with the types of 
compliance described in the U.S. Office of Management and Cii'cularA-133 
Compb:ance that are to each of its federal programs for the year ended ,June 

2008. The ':'ruth or Consequences Authority's major federal programs are identified iT' the 
summary of auditor's results section of the accompanying schedule of findings and questioned costs. 

the of contracts, and grants applicable to each of its 
major federal programs is the responsibility of the Truth or Authority's 
management. Our 	 is to express an opinion on the Truth or Consequences 

!-,"",aLl'vC based on our audit, 

conducted our audit of compliance in accordance with standards 
United States of America; the standards to financial audits contained in 

issued by the General of the United States; and Oll1B Circular Audits of 
States, Local and Non-Profit Those standards and ONIB Circular 11133 
require that we and perform the audit to obtain reasonable assurance about whether llV.W.AJH'IJHo'Lle<;:; 

with the types of compliance requirements referred to above that could have a direct and material effect 
on federal program occurred. An audit includes on a test basis. evidence about the 
Truth or Consequences Authority's compliance with those requirements and performing such 
other as we considered necessary in the circumstances. We believe that our audit a 
reasonable basis for our opinion, Our audit does not provide a legal determination on the Truth or 
Consequences Authority's compliance with those requirements, 

our opinion, the Truth or Consequences Authority complied, in all material respects, with the 
referred to above that are applicable to each of its major federal programs for the year 

2008. 



InternsJ Control OveI'" 

The management of the Truth or Consequences Housmg Authority is responsible for establishing and 
effective internal control over compliance with the requirements of laws, 

contracts, and grants applicable to federal programs. In planning and performing our audit, we 
considered the Truth 01" Consequences Housing Authority's internal control over compliance with 
requirements that could have a direct and material effect on a major federal program in order to 
determine our procedures for the purpose of our opinion on compliance, but not for 
the purpose of an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of the Truth or Consequences Housing 
Authority's internal control over compliance. 

A control in an internal control over compliance 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 noncompliance with a of compliance requirement of a federal program 
on a timeJy basis. A significant deficiency is a control deficiency, or a combination ofcontrol deficiencies, 
that affects the entity's to administer a federal program such that there is a more than 
a remo::.e likelihood that with a type of compliance requirement of a federal program that 
is more than inconsequential will not be prevented or detected the internal controL 

A material weakness is a significant deficiency, or a combination of significant deficiencies, that results 
in more than a remote likelihood that material noncompliance with a ofcompliance requirement of a 
federal program vvillnot be prevented or detected by the entity's internal control. 

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in internal control that 
be significant deficiencies or material weaknesses. We did not identify and deficiencies in internal 
control over compliance that we considered to be Hwterial as defined above, 

This report is intended solely for the information and use of management, the Board of Commissioners, 
others within entity, the State Auditor, the New :VIexico and awarding "',;"u.""c;o 

and entities and is not intended to be and should not be used anyone other than these 
specified parties. 

February 2009 
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Truth or Consequences Housing Authority  
A Component Unit of the City of Truth or Consequences 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For The Fiscal Year Ended June 30, 2008 
 
 
 
 
 
SUMMARY OF AUDIT RESULTS 
 
 
1. The auditor’s report expresses an unqualified opinion on the financial statements of 

the Truth or Consequences Housing Authority. 
 
2. No significant deficiencies relating to the audit of the financial statements are 

reported in the Report on Internal Control Over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of Financial Statements Performed 
in Accordance With Government Auditing Standards.  

 
3. No instances of noncompliance material to the financial statements of the Truth or 

Consequences Housing Authority, which would be required to be reported in 
accordance with Government Auditing Standards, were disclosed during the audit. 

 
4. No significant deficiencies related to the audit of the major federal award programs 

are reported in the Report in Compliance With Requirements Applicable to Each Major 
Program and on Internal Control Over Compliance in Accordance With OMB Circular A-
133. 

 
5. The auditors’ report on compliance for the major federal awards programs for the 

Truth or Consequences Housing Authority expresses an unqualified opinion on all 
major programs. 

 
6. No audit findings that are required to be reported in accordance with Section 510(a) 

of OMB Circular A-133 were noted during the audit. 
 
7. The programs tested as major programs included:  Rural Rental Housing Loans, 

CFDA No. 10.415. 
 
8. The threshold for distinguishing types A and B programs was $300,000. 
 
9. The Truth or Consequences Housing Authority qualified as a low-risk auditee. 
 
 
 
FINDINGS – FINANCIAL STATEMENT AUDIT 
 
OTHER INSTANCES OF NONCOMPLIANCE 
 
08-1  Late Audit Report Submission 
 

Condition – The audit report for the Authority was submitted to the New Mexico 
State Auditor by common carrier on February 26, 2009. 
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Criteria – Section 2.2.2.9 A. (1) of NMAC 2008, commonly called the Audit Rule, 
requires submission of the audit report no later than December 1, 2008. 
 
Effect – Legislative bodies and others relying on the audit report were unable to 
perform a timely analysis, and The Authority has violated the aforementioned 
section of the Audit rule. 
 
Cause – The U.S. Department of Housing and Urban Development (HUD), which 
is the principal funding source for the Authority, requires a Financial Data 
Schedule be presented as supplementary information in the audit report.  This 
schedule is based on an on-line submission to HUD, and is submitted under 
their operating system.  HUD is in the process of updating their on-line 
submissions, and the operating system was unable to accept the Authority’s 
data.  The Authority was just informed that the paper audit should, for this 
year, be submitted without the Financial Data Schedule. 
 
Recommendation – We recommend that the Authority comply with Section 
2.2.2.9 NMAC 2008 when submitting future audit reports. 
 
Agency Response – HUD’s Real-Estate Assessment Center (REAC) is the central 
point for receiving and submitting financial data to HUD, including submission 
of the Financial Data Schedule (FDS) required for public housing authorities 
audit reports.  REAC is in the process of updating the FDS to comply with asset 
management.  As a result of this update, public housing agencies with fiscal 
years ending June 30, 2008, were unable to create an unaudited financial 
submission until after January 12, 2009.   Audited financial submission 
capability will not be available until the end of April, 2009.  We just recently got 
direction from HUD to go ahead with our hard copy audit submission without 
the required financial data schedule. 

 
08-2 Depository Collateral 
 

Condition - The Authority’s cash deposits at Compass Bank were under 
collateralized by $118,240 at June 30, 2008. 
 
Criteria – Section 6-10-17 NMSA 1978 requires that financial institutions 
holding public funds pledge collateral sufficient to collateralize at least 50% of 
public funds on deposit.  If those deposits include repurchase agreements, such 
repurchase agreements must be collateralized 102%. 
 
Effect – The Authority’s cash deposits are at an increased risk of loss, and New 
Mexico statutes have been violated. 
 
Cause – The Authority does not currently have a policy requiring the monthly 
review of depository collateral to insure compliance with collateralization 
requirements. 
 
Recommendation – We recommend that the Authority establish a policy 
requiring monthly review of pledged collateral from financial institutions, to 
insure compliance with state saatatutes. 
 
Agency response – Compass Bank did not consider the “sweep” accounts to be 
repurchase agreements, and therefore it was believed that the Authority was 



 

   49
 

adequately collateralized.  In the future, the Authority will review depository 
collateral compliance monthly. 

 
07-02 Preparation of Financial Statements 
 

Condition – The financial statements and related disclosures are not being 
prepared by the Authority. 
 
Criteria – The American Institute of Certified Public Accountant’s Statement on 
Auditing Standards No. 112 concludes that a well designed system of internal 
control includes controls over financial reporting as well as other areas. 
 
Effect – When sufficient controls over financial reporting are not operating 
effectively, the Authority’s ability to prevent or detect a misstatement in its 
financial statements is limited. 
 
Cause – Authority personnel have been unable to dedicate the time necessary to 
gain an understanding of the elements of external financial reporting. 
 
Recommendation – We recommend that the Authority’s personnel receive 
training in the requirements of external financial reporting. 
 
Agency response – While the Authority agrees with this finding and the resulting 
recommendation,  in the near future, the Authority does not believe the 
resources will be available to enact the recommendastion. 
 
 

FINDINGS AND QUESTIONED COSTS – MAJOR FEDERAL AWARDS PROGRAMS 
 
None. 
 
OTHER – FINANCIAL STATEMENT PREPARATION 
 
The financial statements were prepared by Stone, McGee & Co., C.P.A.’s.  

 
 
EXIT CONFERENCE 
 
The contents of this report were discussed October 21, 2008.  Present at this exit 
conference were: 
 
 
                 Name                               Title                              
Affiliation 
 
 
 
 LeeAnn Tooley Board Member  T or C Housing Authority 
 Marie Bradley Executive Director  T or C Housing Authority 
 SuziSlater Chief Finance Officer  T or C Housing Authority 
 Rita Johnson Director of Housing  T or C Housing Authority 
 Kay Stone Shareholder  Stone, McGee & Co., C.P.A.’s   
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