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In my opinion, except for the effects of such adjustments, if any, had accounting records for capital assets and
related accumulated depreciation been adequate, 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 Town of Vaughn as of and June 30, 2007, and
the respective changes in financial position and cash flows, where applicable, thereof, and the respective
budgetary comparisons for each major fund and major special revenue funds for the year then ended in
conformity with accounting principles generally accepted in the United States of America. In addition, in my
opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of each non-major governmental fund of the Town of Vaughn as of June 30, 2007, and the respective
changes in financial position where applicable, thereof, and the respective budgetary comparison for the major
capital projects funds, the debt service fund and for all non-major funds for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, 1 have also issued a report dated May 31, 2012, on my
consideration of the Town’s internal control over financial reporting and my tests of its compliance with certain
provisions of laws, regulations, contracts and grants agreements and other matters. The purpose of that report is
to describe the scope of my 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 and should be

considered in assessing the results of my audit.

The Town of Vaughn has not presented the Management’s Discussion and Analysis that the Governmental
Accounting Standards Board (GASB) has determined is necessary to supplement, although not required to be a
part of, the basic financial statements.

My audit was conducted for the purpose of forming opinions on the Town of Vaughn’s basic financial statements
and the combining and individual fund financial statements. The accompanying schedule of expenditures of
federal awards is presented for the purpose of additional analysis as required by the U.S. Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a
required part of the financial statements. The additional schedules listed as “other supplementary information™ in
the table of contents are presented for purposes of additional analysis and are not a required part of the financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the financial
statements and, in my opinion, is fairly stated in all material respects, in relation to the financial statements taken

as a whole.

Calhoon Accounting & Tax Services

May 31, 2012
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State of New Mexico

TOWN OF VAUGHN
Statement of Net Assets
As of June 30, 2007
Governmental Business-Type
Activities Activities Total
Assets
Cash, cash equivalents and investments $ 464915 § 182,505 $ 647,420
Cash with paying agent 25,116 3,041 28,157
Receivables, net 52,443 20,071 72,514
Due from grantor 137,222 - 137,222
Prepaid expenses 8,335 3,632 11,967
Interfund balances 23,010 (23,010) -
Bond issuance costs - 10,559 10,559
Restricted assets:
Meter deposits - 20,866 20,866
Capital assets:
Land and construction work in progess 198,252 15,203 217,455
Other capital assets 6,575,301 4,793,211 11,368,512
6,773,553 4,812,414 11,585,967
Accumulated depreciation (1,132,500) (1,147,664) (2,280,164)
Net capital assets 5,641,053 3,664,750 9,305,803
Total assets $ 6352094 $ 3,882,414 $ 10,234,508
Liabilities
Accounts payable and accrued expenses $ 59,656 $ 27,519 3 87,175
Accrued and withheld taxes - - -
Compensated absences - current 2,845 9,873 12,718
Deposits held in trust for others - 11,397 11,397
Long-term liabilities:
Due within one year 26,767 16,997 43,764
NMFA notes payable 156,822 531,560 688,382
Landfill closure costs - 25,860 25,860
Compensated absences 9,403 - 9,403
Total liabilities $ 255493 § 623,206 $ 878,699
Net Assets
Invested in capital assets, net of related debt $ 5457464 § 3,116,193 $ 8,573,657
Restricted for:
Public safety 90,928 - 90,928
Public works 6,351 - 6,351
Culture and recreation 5,487 - 5,487
Heatlth and welfare - - -
Capital Outlay - - -
Debt service 3,731 - 3,731
Unrestricted 532,640 143,015 675,655
Total net assets 6,096,601 3,259,208 9,355,809
Total liabilities and net assets $ 6352094 § 3,882,414 $ 10,234,508

SEE INDEPENDENT AUDITORS' REPORT

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

EXHIBIT A

10
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Assets
Cash and investments
Cash with paying agent
Tax and accounts receivable
Due from other funds
Prepaid Insurance
Total assets

Liabilities and Fund Balance
Liabilities:
Accounts payable
Accrued salaries & benefiis
Accrued compensated absences
Due to other funds
Total liabilities

Fund balance:
Statutory reserve
Reserved for subsequent year's expenditures
Reserved for prepaid insurance
Reserved for debt service
Unreserved fund equity, reported in:
Special revenue funds
General
Total fund balance

Total linbilities and fund balance

SEE INDEPENDENT AUDITOR'S REPORTS

State of New Mexico
TOWN OF VAUGHN
Balance Sheet - Governmental Funds
As of June 30, 2007

Other

General Steet Ambulance Governmental Total
Fund Fund Fund _ Funds Governmental
$ 143,537 $231,855 $ 60911 $ 28,612 3 464,915
- - - 25,116 25,116
30,245 93,039 - 46,448 169,732
14,765 22,559 - - 37,324
4,454 - - 3,881 8,335
$ 193,001 $347,453 $ 60,911 3 104,057 $ 705,422
$ 9,483 $ 1,075 $ 97 $ 43,400 $ 54,055
2,798 - - 2,803 5,601
2,228 - - 617 2,845
2,151 - 1,704 10,459 14,314
16,660 1,075 1,801 57,279 76,815
42,873 - - - 42,873
- 346,378 - 346,378
4,454 - - 3,881 8,335
- - - 25,116 25,116
129,014 - 59,110 17,781 205,905
176,341 346,378 59,110 46,778 628,607
$ 193,001 $347,453 $ 60911 $ 104,057 $ 705,422

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

EXHIBITC

12



State of New Mexico
TOWN OF VAUGHN
Reconciliation of the Balance Sheet - Governmental Funds
To the Statement of Net Assets
As of June 30, 2007

Amounts reported for governmental actvities in the Statement of Net Assets are
different because:

Total Fund balances - Governmental Funds $ 628,607

Income that the Town is entitled to at the year end but which is received two
months after the balance sheet date is deferred and not recognized as income
in the fund statements. 19,933

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

The cost of capital assets is: $ 6,773,553
Accumulated depreciation is (1,132,500) 5,641,053

Long-term debt, including current maturities, and certain other liabilities
are not recorded until due and therefore are not reported as

liabilities in the governmental funds: Long-term and other

liabilities at year-end consisted of:

Accounts payable -

Notes payable (183,589)

Accrued compensated absences - non current (9,403) (192,992)
Total net assets-governmental activities $ 6,096,601

SEE INDEPENDENT AUDITOR'S REPORTS
The accompanying notes are an integral part of these financial statements.

EXHIBIT C, continued
13



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

Other Total
General Street Ambulance Governmental Governmental
Fuand Fand Fund Funds Funds
Revenues:
Property taxes $§ 57376 $ - 3 - $ - $ 57,376
Gross receipts tax 198,429 - - - 198,429
Other taxes 6,489 29,907.00 - 633 37,029
Intergovernmental - State 507,255 496,461.00 - 125,947 1,129,663
Intergovernmental - Federal - - - 1,609,903 1,609,903
Charges for services - - - - -
Licenses and permits 3,635 - . - - 3,635
Miscellaneous tocal sources 36,191 - 88,824 35,245 160,260
Total revenue 809,375 526,368 88,824 1,771,728 3,196,295
Expenditures:
Current
General government 258,587 - - - 258,587
Public safety 94,317 8,125 50,293 202,792 355,527
Health and welfare 24,046 - - 71,305 95,351
Culture and recreation 13,001 - - (211,567) (198,566)
Public works - - - - -
MNoncurrent
Debt service-principal - - - 24,956 24,956
Debt service-Interest and fiscal charges - - - 5,135 5,135
Capital outlay 424,809 567,707 - 1,838,149 2,830,665
Total expenditures 814,760 575,832 50,293 1,930,770 3,371,655
Excess (deficiency) of revenues
over (under) expenditures (5,385) (49,464) 38,531 (159,042) (175,360)
Other financing sources (uses):
Proceeds from loan - - - - -
Operting transfers in - - - 3,599 3,599
Operating transfers out (3,599) - - - (3,599)
Total other financing sources (uses) (3,599} - - 3,599 -
Net change in fund blances (8,984) (49,464) 38,531 (155,443) (175,360)
Fund balances - beginning of year 185,325 395,842 20,579 202,221 803,967
Fund balances - end of year $ 176,341 $ 346,378 $ 59,110 $ 46,778 $ 628,607

SEE INDEPENDENT AUDITOR'S REPORTS
The accompanying notes are an integral part of these Financial Statements,

EXHIBITD
14




State of New Mexico
TOWN OF VAUGHN
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, 2007

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

Total net change in fund balances - Governmental funds

Capital outlays to purchase of build capital assets are reported in governmental
funds as expenditures. However, for governmental activities, those assets are
shown in the Statement of Net Assets and allocated over their estimated useful
lives as annual depreciation expenses in the Statemnent of Activities. This is the
amount by which capital outlays exceeded depreciation and loss disposals.

Depreciation expense $ (109,239)
Capital outlays 2,830,665

In the Statement of Activities, certain operating expenses are measured by the
amounts incurred during the year. However, in the fund financial statements,
expenditures are measured by the amount of fiancial resources used or
available for use (essentially the amounts actually paid). The (increase)
decrease in the assets and liabilities for the year were:

Increase in taxes receivable 5,927
Decrease in compensated absences payable (6,773)

Repayment of debt principal is an expenditure in the governmental funds, but it
reduces long-term liabilities in the Statement of Net Assets and does not affect
the Statement of Activities.

Notes principal payments

Borrowing is revenue in the governmental funds, but it increases logn-term
liabilities in the Statement of Net Assets and does not affect the Statement

of Activities.

Total net assets-governmental activities

SEE INDEPENDENT AUDITOR'S REPORTS
The accompanying notes are an integral part of these financial statements.

EXHIBIT D, continued
15
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State of New Mexico
TOWN OF VAUGHN

Statement of Revenues, Expenditures and Changes In Fund Balance
Budget (Non~GAAP Budgetary Basis) and Actual - General Fund - 101
For the Year Ended June 30, 2007

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues:
Intergovernmental - State $ 50,185 $ 96,185 42,187 $ (53,998)
Taxes 249,753 249,753 338,108 88,355
License and fees 700 700 390 (310)
Grants 609,394 609,394 405,769 (203,625)
Miscellaneous local sources 31,460 33,613 36,191 2,578
Total Revenues 941,492 989,645 822,645 (167,000)
Expenditures:
General Government:
Financial Administration:
Current:
Personnel services 159,733 159,733 64,528 95,205
Operating expenses 2,179 4,332 213,348 (209,016)
Non-current
Capital outlay 130,000 152,680 56,723 95,957
Total Financial Administration 291,912 316,745 334,599 {17,854)
Public Safety:
Police:
Current
Personnel services 148,424 148,424 80,110 68,314
Operating expenses - - 4,183 (4,183)
Non-current:
Capital outlay - - - -
Total Police 148,424 148,424 84,293 64,131
Fire:
Current
Personnel services - - 7,311 (7,311)
Operating expenses 3,800 4,200 2,713 1,487
Non-current:
Capital outlay - - - -
Total Fire 3,800 4,200 10,024 (5,824)
Total Public Safety 152,224 152,624 94,317 58,307
Public Works:
Highway and Streets:
Current:
Operating expenses $ 22,876 $ 22,876 24,046 $ (1,170)
Non-cument:
Capital outlay - - - -
Total Highway-and Streets 22,876 22,876 24,046 (1,170)
Total Public Works 22,876 22,876 24,046 {1,170)

SEE INDEPENDENT AUDITOR'S REPORTS

The accompanying notes are an integral part of these Financial Statements.

EXHIBIT E
16




State of New Mexico
TOWN OF VAUGHN
Statement of Revenues, Expenditures and Changes in Fund Balance -
Budget (Non-GAAP Budgetary Basis) and Actual - General Fund - 101
For the Year Ended June 30, 2007

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
Expenditures:
Culture and Recreation:
Library:
Current:
Personne] services 11,813 11,813 11,511 302
Operating expenses - - - -
Total Library 11,813 11,813 11,511 302
Parks and Recreation:
Current
Personnel services - - - -
Operating expenses 3,891 3,891 1,490 2,401
Non-current:
Capital outlay 35,000 35,000 5,200 29,800
Total Parks and Recreation 38,891 38,891 6,690 32,201
Seniors:
Current
Personnel services - - - -
Operating expenses - - - -
Non-current:
Capital outlay 444,394 444,394 362,886 81,508
Total Seniors 444,394 444,394 362,886 81,508
Total Culture and Recreation 495,098 495,098 381,087 114,011
Total Expenditures 962,110 987,343 834,049 153,294
Excess (deficiency) of revencues
over (under) expendifures (20,618) 2,302 (11,404) (13,706)
Other financing sources (uses):
Bond Proceeds - - - -
Operating transfers in {out) - - - -
Total other financing sources-(uses) - - - -
Net change in fund balances (20,618) 2,302 (11,404) (13,706)
Cash balances - beginning of year 154,941
Cash balances - end of year $ (20,618) $ 2302 $ 143,537 $ {13,706)
Net change in fund blanace (Non-GAAP Budgetary Basis) $ (11,404)
Adjustment to revenues for accruals and other deferrals 13,270
Adjustment to expenditures for payables, prepaids and other accruals (10,850)
Net change in fund balance (GAAP Basis) $ (8,984)

SEE INDEPENDENT AUDITOR'S REPORTS
The accompanying notes are an integral part of these Financial Statements.

STATEMENT 5
17



State of New Mexico
TOWN OF VAUGHN

Statement of Revenues, Expenditures and Changes In Fund Balance
Budget (Non-GA AP Budgetary Basis) and Actual - Street Fund - 216
For the Year Ended June 30, 2007

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues:
Intergovernmental - State $ 53479 $ 53479 29,907 $ (23,572)
CDBG Grant - - 406,201 406,201
Miscellaneous local sources - - - -
Total revenue 53,479 53,479 436,108 382,629
Expenditures:
Public Safety:
Current:
Operating expenses 127,029 127,029 7,085 119,944
Non-current
Capital outlay - - 567,707 (567,707)
Total expenditures 127,029 127,029 574,792 (447,763)
Excess (deficiency) of reveneues
over (under) expenditures (73,550) (73,550) (138,684) (65,134)
Other financing sources (uses):
Bond Proceeds - - - -
Operating transfers in - - - -
Operating transfers out - ~ - -
Total other financing sources (uses) - - - -
Net change in fund balances (73,550) (73,550) (138,684) (65,134)
Cash balances - beginning of year 370,539
Cash balances - end of year $ (73,550) $ (73,550) $ 231,855 $ (65,134)

Net change in fund blanace (Non-GAAP Budgetary Basis)
Adjustment to revenues for accruals and other deferrals
Adjustment to expenditures for payables, prepaids and other accruals

Net change in fund balance (GAAP Basis)

SEE INDEPENDENT AUDITOR'S REPORTS

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

EXHIBITF
18
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State of New Mexico
TOWN OF VAUGHN
Statement of Revenues and Expenditures
Budget and Actual (Non - GAAP Basis) - Ambulance Fund - 509
For the Year Ended June 30, 2007

Variance
Original Final Favorable
Budget Budget Actual {Unfavorable)
Revenues:
Miscellaneous local sources $ 42,000 $ 42,000 88,824 3 46,824
Total revenue 42,000 42,000 88,824 46,824
Expenditures:
Public Safety:
Current:
Personnel services 19,575 23,075 50,266 (27,191)
Operating expenses - - - -
Non-current
Capital outlay - - - -
Total expenditures 19,575 23,075 50,266 (27,191)
Excess (deficiency) of reveneues
over (under) expenditures 22,425 18,925 38,558 19,633
Other financing sources (uses):
Bond Proceeds - - - -
Operating transfers in - - - -
Operating transfers out - - - -
Total other financing sources (uses) - - - -
Net change in fund balances 22,425 18,925 38,558 19,633
Cash balances - beginning of year 22,353
Cash balances - end of year § 22425 § 18,925 $ 60,911 $ 19,633
Net change in fund blanace (Non-GAAP Budgetary Basis) $ 38,558
Adjustment to revenues for accruals and other deferrals -
Adjustment to expenditures for payables, prepaids and other accruals 7
Net change in fund balance (GAAP Basis) $ 38,531

SEE INDEPENDENT AUDITOR'S REPORTS )
The accompanying notes are an integral part of these Financial Statements.

EXHIBIT G
19




State of New Mexico
TOWN OF VAUGHN

Statement of Net Assets - Proprietary Funds

As of June 30, 2007

Assets
Current assets, unrestricted:
Cash, cash equivalents and investments
Cash with paying agent
Customer accounts receivable, net of allowance for doubtful acounts
Taxes and receivable
Due from other funds
Prepaid expenses
Deferred bond issuance costs
Total current unrestricted assets
Current assets, restricted:
Cash, cash equivalents and investments
Meter deposits
Total restricted assets
Total current assets
Capital assets:
Land and construction work in progress
Other capital assets
Less: accumulated depreciation
Net capital assets

Total assets

Liabilities and Equity
Current liabilities, payable from unrestricted assets:
Accrued liabilities
Accrued interest
Current portion of long-term debt
Compensated absences
Due to other funds
Total current liabilties payable from unrestricted assets
Current ligbilities, payable from restricted assets:
Customer deposits
Total liabilities payable from restricted assets
Total current liabilities
Long-term liabilities
NMFA note payable
Landfill closure costs
Total long-term liabilities

Total hiabilities
Fund equity:
Net assets invested in capital assets, net of related debt

Unrestricied net assets

Total net assets

SEE INDEPENDENT AUDITORS' REPORT

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

EXHIBIT H
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Solid Water and
‘Waste Sewer Total

76,829 $ 105,676 $ 182,505
3,040 1 3,041
2,409 17,662 20,071

- 1,962 1,962

784 2,848 3,632

- 10,559 10,559
83,062 138,708 221,770
- 20,866 20,866

- 20,866 20,866
83,062 159,574 242,636
3,500 15,703 19,203
289,313 4,503,898 4,793,211
(127,158) (1,020,506) (1,147,664)
165,655 3,499,095 3,664,750
248,717 § 3,658,669 $ 3,907,386
2,180 4,714 6,894

- 20,625 20,625

11,997 5,000 16,997
1,086 8,787 9,873
2,602 22,370 24,972
17,865 61,496 79,361
- 11,397 11,397

- 11,397 11,397

17,865 72,893 90,758
36,560 495,000 531,560
25,860 - 25,860
62,420 495,000 557,420
80,285 567,893 648,178
117,098 2,999,095 3,116,193
51,334 91,681 143,015
168432 § 3,090,776 $ 3,259,208




State of New Mexico
TOWN OF VAUGHN
Statement of Revenues, Expenses and Changes in Net Assets
Proprietary Funds

For the Year Ended June 30, 2007

Operating revenues:
Sales and service
Other
Total operating revenue

Operating expenses:
Personnel services
Operating expenses
Fuel and power/utilities
Depreciation
Other
Total operating expenses

Operating income (loss)
Non-operating income (expenses):

Inerest income

Interest expense

Capital grants

Net non-operating income {expenses)

Transfers in
Transfers out

Net transfers

Change in net assets
Net assets, beginning of year

Net assets, end of year

SEE INDEPENDENT AUDITOR'S REPORTS

Total
Solid Water and Governmental
Waste Sewer Funds
28,200 $ 265,544 % 293,744
21,670 - 21,670
49.870 265,544 315,414
17,114 93,187 110,301
23.356 119,181 142,537
- 48,098 48,098
24,978 99,913 124,891
65,448 360,379 425,827
(15,578) (94,835) (110,413)
382 186 568
(337 (22,056) (22,393)
45 (21,870) (21,825)
(15,533) (116,705) (132,238)
183,965 3,207,481 3,391,446
168,432 $ 3,090,776 $ 3,259,208

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

EXHIBITI
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State of New Mexico

TOWN OF VAUGHN
Statement of Cash Fiows
Proprietary Funds
For the Year Ended June 30, 2007
Total
Sofid ‘Water and Governmental
Waste Sewer Fonds
Cash flows from operating activities
Cash received from customers $ 50466 $ 278,746 $ 329,212
Cash paid to and on behalf of employees (17,310) (95,279) (112,589)
Cash paid to vendors for goods and services (14,816) (165,540) (180,356)
Operating grants received - - -
Net cash flow from operating activities 18,340 17,927 36,267
Cash flows used for noncapital financing activities
Operating transfers received (paid) - - -
Net cash flow from noncapital financing activities - - -
Cash flows from capital and related financing activities
Interest expense (337) (22,725) (23,062)
Loan repayments (11,919) (5,000) (16,919)
Capital grant received - - -
Purchase of capital assets - - -
Net cash flows from capital and related financing activities (12,256) (27,725) (39,981)
Cash flows form investing activities
Investment income 382 186 568
Net cash flows from investing activities 382 186 568
Net increase (decrease) in cash and cash equivalents 6,466 9,612) (3,146)
Cash and cash equivalents, beginning of year 73,403 136,155 209,558
Cash and cash equivalents, end of year $ 79,869 $ 126,543 $ 206,412
Shown on statement of net assets as:
Unrestricted cash and cash equivalents 76,829 105,676 3 182,505
Cash with paying agent 3,040 1 3,041
Restricted cash and cash equivalents - 20,866 20,866
Total cash on statement of net assets $ 79869 3 126,543 $ 206,412
RECONCILIATION OF NET OPERATING INCOME TO NET
CASH FLLOWS FORM OPERATING ACTIVITIES
Net operating Income $ (15578 & (94,835) $ (110,413)
Adjustments to reconcile net operating income to net cash flows
from operating activities:
Depreciation and amortization 24,978 99,913 124,891
Collection losses - - -
Change in assets and liabilities:
Receivables 544 3,026 3,570
Prepaid expenses 41 148 189
Accounts payable 1,940 1,897 3,837
Compensated absences (196) (2,092) (2,288)
Due to/from other funds 2,301 8,742 11,043
Bond issuance cost - 278 278
Custorner Deposits - 850 850
Landfill closure costs 4,310 - 4,310
Total reconciliation $ 18,340 $ 17927  § 36,267

SEE INDEPENDENT AUDITOR'S REPORTS

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

EXHIBIT J
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State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2007
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State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007
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State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Town of Vaughn (Town) have been prepared in conformity with generally
accepted accounting principles as applied to government entities. The Town has implemented the new
financial reporting model, as required by the provisions of the Governmental Accounting Standards Board
(GASB) Statement No. 34, Basic Financial Statements — and Management’s Discussion and Analysis — for
State and Local Governments. The effective date of the implementation was July 1, 2003. Under the
provisions of GASB 34, significant changes in its financial reporting are evident. A few of the most

significant changes include:

Addition of management’s discussion and analysis

Elimination of account groups

Government-wide financial statements using full accrual basis of accounting

Recognition of depreciation on all depreciable capital assets

Changes in the statement requirements that comprise the Town’s 1) Basic Financial Statements, 2)
Require Supplementary Data, 3) Footnotes.

The more significant of the government’s accounting policies are described below.

FINANCIAL REPORTING ENTITY

The Town of Vaughn is incorporated under provisions of Chapter 3, Article 2, NMSA 1978. The
Town operates under Mayor — Council form of government and provides the following services as
provided by law: public safety (police and fire), highways and streets, sanitation, health and social
services, culture-recreation, public works, planning and zoning, economic development and general
administrative services. The Town operates the following funds: enterprises: water/sewer, housing

and solid waste.

The Town’s basic financial statements include all activities and accounts of the Town’s “financial
reporting entity”.

The financial reporting entity consists of (a) the primary government, (b) organization 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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1.

State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

A.

FINANCIAL REPORTING ENTITY (continued)

The definition of the reporting entity is based primarily on the notion of financial accountability. A
primary government is financially accountable for the organizations that make up its legal entity. It is
also financially accountable for legally separate organizations if its officials appoint a voting majority
of an organization's governing body, and either it is able to impose its will on that organization, or
there is a potential for the organization to provide specific financial benefits to, or impose specific
financial burdens, on the primary government may also be financially accountable for government
organizations that are fiscally dependent on it.

A primary government has the ability to impose its will on an organization if it can significantly
influence the programs, projects, activities, or level of services performed or provided by the
organization. A financial benefit or burden relationship exists if the primary government (a) is entitled
to the organization's resources; (b) is legally obligated or has otherwise assumed the obligation to
finance the deficits of, or provide financial support to, the organization; or (c) is obligated in some
manner for the debt of the organization.

Some organizations are included as component units because of their fiscal dependency on the primary
government if they are unable to adopt a budget, levy taxes or set rates or charges, or issue bonded debt

without approval by the primary government.

The Town of Vaughn Housing is a component unit of the Town of Vaughn; however, it is not
presented in the Government-Wide Financial Statements. The Housing Authority's Board members are
appointed by the Town's officials and all Annual Contribution Contracts "ACC's" are signed by the

Town.

There were no other component units during the year ended June 30, 2007. Complete financial
statements for Town of Vaughn Housing Authority are not available.
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State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B.

BASIS OF PRESENTATION

Government-Wide and Fund Financial Statements:

The Statement of Net Assets and Statement of Activities display information about the reporting
government as a whole. They include all funds of the reporting entity. The statements distinguish
between governmental and business-type activities. Governmental activities generally are financed
through taxes, intergovernmental revenues, and other non-exchange revenues. Business-type activities
are financed in whole or in part by fees charged to external parties for goods or services. For the most
part, the effect of interfund activities has been removed from these statements.

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

Program-specific grants and contributions (operating and capital) include revenues arising from
mandatory and voluntary non-exchange transactions with other governments, organizations, or
individuals that are restricted for use in a particular program. Some grants and contributions consist of
capital assets or resources that are restricted for capital purposes-to purchase, construct, or renovate
capital assets associated with a specific program. These are reported separately from grants and
contributions that may be used either for operating expenses or for capital expenditures of the program
at the discretion of the reporting government.

These categories of program revenue are specifically attributable to a program and reduce the net
expense of that program to the reporting government.

During the year ended June 30, 2007 the Town received operating grants and contributions for its
General Government (mainly, Small Cities assistance from the State of New Mexico); Public Safety
(mainly Fire and EMS allotments from the State of New Mexico); Culture and Recreation (mainly
Senior Program grants and contributions) as well as a FAA Capital grant for airport improvements.
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1.

State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B.

BASIS OF PRESENTATION

Government-Wide and Fund Financial Statements (continued):

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

in the fund financial statements.

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

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

Total assets, liabilities, revenues or expenditures/expenses of the individual fund are at least 5
percent of the corresponding total for all funds of the Town combined.

The Town reports the following major funds:

Major Governmental Funds:

General Fund - To account for resources associated with governments that are not required legally or
by sound financial management to be accounted for in another fund.

Special Revenue Funds:

Streets Fund - To account for funds used to maintain roads for which the Town has responsibility.
Financing sources include gasoline taxes imposed by Chapter 7, Article 13 NMSA 1978 and
distributed to the Town pursuit to 7-1-6.9 NMSA 1978 and New Mexico State Highway Department
Cooperative Agreement Funds as provided for in 67-3-28 NMSA 1978. Expenditures are restricted for
the purpose of constructions, reconstruction, resurfacing or other improvement of public roads, streets,
alleys or bridges, including right-of-way and materials acquisition.

Ambulance Fund - To account for grant funds received from County and State sources for
development of an EMS system within the County. Funding is authorized by NMSA 24-10A-1.
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1.

State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B.

BASIS OF PRESENTATION

Government-Wide and Fund Financial Statements (continued):

Proprietary Funds:

Solid Waste - To account for the provision of solid waste services to the residents of the Town.

Water and Sewer - To account for the provision of water and sewer to the residents of the Town and

others.

The funds of the financial reporting entity are described below:

Governmental Funds:

General Fund - The General Fund is the primary operating fund of the Town and is always classified
as a major fund. It is used to account for all activities except those legally or administratively required

to be accounted for in other funds.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific
revenue sources that are legally restricted to expenditures for certain purposes.

Capital Project Fund - Capital Project Funds are used to account for resources restricted for the
acquisition or construction of specific capital projects or items.

Debt Service Fund - Debt Service Funds are used to account for the accumulation of financial
resources for the payment of interest and principle o the general long-term debt of the Town.

Fiduciary Funds (Not included in government—wide’ statements) - The Town of Vaughn did not
have any Fiduciary Funds.

Proprietary Funds - Proprietary funds are used to account for activities similar to those found in the
private sector, where the determination of net income is necessary or useful for sound financial
administration. Goods or services from such activities can be provided either to outside parties
(enterprise funds) or to other departments or agencies primarily within the government (internal service
funds). The Town of Vaughn has no internal service funds.
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State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Measurement focus is a term used to describe "which" transactions are recorded within the various
financial statements. Basis of accounting refers to "when" transactions are recorded regardless of the

measurement focus applied.

On the government-wide Statement of Net Assets and the Statement of Activities, governmental
activities and proprietary activities are presented using the economic resources measurement focus and

the accrual basis of accounting.

Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardiess
of the timing of related cash flows. Property taxes are recognized 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.

The accounting objectives of this measurement focus are the determination of operating is classified as
net assets.

In the fund financial statements, the "current financial resources" measurement focus or the "economic
resources” measurement focus is used as appropriate:

a. All governmental funds utilize a "current financial resources” measurement focus and the modified
accrual basis of accounting. Only current financial assets and liabilities are generally included on
their balance sheets. Their operating statements present sources and uses of available spendable
financial resources during a given period. 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. For this purpose, the Town considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures, are generally
recorded ‘when a liability is incurred, as under accrual accounting. However, debt service
expenditures are recorded only when payment is made.

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. All
other revenue items are considered to be measurable and available only when cash is received by

he Town.

b. Proprietary funds use the economic resources measurement focus as described above.
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State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (continued)

Revenue Recognition

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

Derived tax revenues, such as; gross receipts tax, gasoline tax, cigarette tax, and motor vehicle
licensing fees, are recognized when the underlying exchange has occurred.

In applying the susceptible to accrual concept under the modified accrual basis, the following revenue
sources are deemed measurable and available (i.e., collectible within the current year or within two
months of year-end and available to pay obligations of the current period). This includes certain
locally assessed and state levied locally shred taxes including gross receipts tax, motor vehicle license
fees and gasoline taxes. Reimbursements due for federally funded projects are accrued as revenue at
the time the expenditures are made, or when received in advance, deferred until expenditures are made.

Other revenues, including licenses and permits, certain charges for services, and miscellaneous
revenues, are recorded as revenue when received in cash because they are generally not measurable
until actually received.

Expenditure Recognition

The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expense. Most expenditures are measurable and are recorded when the
related fund liability is incurred. However, principal and interest on general long-term debt, which as
not matured, are recognized when paid. Allocations of costs, such as depreciation and amortization,
are not recognized in the governmental funds.
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State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D.

ASSETS, LIABILITIES AND EQUITY

Cash and Cash Equivalents

The Town's cash and cash equivalents are considered to be cash on hand, demand deposits and short
term deposits with maturities of six months or less from the date of acquisition.

Receivables

In the government-wide statements, receivables consist of all revenues earned at year-end and not yet
received. Allowances for uncollectible accounts receivable are based upon historical trends and the
periodic aging of accounts receivable. Major receivable balances for the governmental activities
include gross receipts taxes, grants and state shared taxes as well as assessed, but unpaid property
taxes. For the proprietary funds the primary receivables are amounts due from customers.

In the fund financial statements, material receivables in governmental funds include revenue accruals
such as tax and grants and other similar intergovernmental revenues that have met the available criteria
for accrual, since they are usually measurable. Non-exchange transactions collectible but not available
are deferred in the fund financial statements in accordance with modified accrual, but not deferred in
the government-wide financial statements in accordance with the accrual basis. For governmental fund
financial statement purposes, interest and investment earnings are recorded when earned only if paid
within 60 days since they would be considered both measurable and available. Interest and investment
earnings are recognized when earned, regardless of when received in the government-wide financial
and the proprietary fund statements in accordance with the accrual basis of accounting. Allowances for
uncollectible accounts receivable are based upon historical trends and the periodic aging of accounts

receivable.
Allowance for Doubtful Accounts

A provision for uncollectible accounts was maintained at June 30, 2007 for the proprietary funds. The
solid waste allowance was estimated at $300 and the water and sewer allowance was estimated to be
$1,200. All other receivables were considered to be collectible.
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State of New Mexico
TOWN OF YVAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D.

ASSETS, LIABILITIES AND EQUITY (continued)

Interfund Receivables and Payables

During the course of operations transactions may occur between individual funds that may give rise to
amounts owed between funds. Those related to goods and services type transactions are classified as
"due to and from other funds."

Short-term interfund loans are reported as "interfund receivables and payables." Long-term interfund
loans (noncurrent portion) are reported as "advances from and to other funds." Interfund receivables
and payable between funds within governmental activities and interfund transfers between the
respective proprietary funds are eliminated in the Statement of Net Assets.

However between the governmental and proprietary fund categories the interfund receivables have not
been eliminated, except in the total column.

At June 30, 2007 there were due to/due from accounts in the fund financial statements which are
presented in Note 2.

A schedule of operating transfers during the year ended June 30,2006 is presented in Note 2.

Prepaid Expenses

Prepaid expenses are reported in the Statement of Net Assets (government-wide statement) and balance
sheet (fund financial statement) when expenditures for goods or services are made that benefit future
periods. At June 30, 2007 prepaid insurance cost amounted to $11,967.

Inventory of Supplies

There were no material amounts of inventory at June 30, 2007. Purchases for supplies are recorded as
expenditures and are not recorded as an asset on the statement of net assets or balance sheet.
Restricted Cash - Meter Deposits

The Town maintains a separate bank account for utility customer service deposits. The monies on
deposit in this account are not available for purposes other than the repayment of the deposits.
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State of New Mexico
TOWN OF YAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D.

ASSETS, LIABILITIES AND EQUITY (continued)
Capital Assets and Depreciation

The accounting treatment over capital assets depends on whether the assets are reported in the
government-wide or fund financial statements.

Government-wide Statements

In the government-wide financial statements, capital assets with a value or cost greater than $5,000 are
accounted for as capital assets. All capital assets are valued at historical cost, or estimated historical
cost if actual is unavailable, except for donated capital assets which are recorded at their estimated fair
value at the date of donation. All of the capital assets have been recorded at cost.

The Town does not develop "internal use” software. Rather, software purchased is depreciated over its
expected useful life (generally 5 years) using the straight-line method of depreciation.

Depreciation of all exhaustible capital assets is recorded as an allocated expense in the Statement of
Activities with accumulated depreciation reflected in the Statements of Net Assets. Depreciation is
provided over the assets' estimated useful lives using the straight-line method of depreciation. The
range of estimated useful lives by type of asset is as follows:

Infrastructure 20-30 years
Land Improvements 25-65 years
Building and improvement 25-65 years
Vehicles and rolling stock 5-10 years
Machinery, equipment and other 5-20 years

Long Term Debt

The accounting treatment of long-term debt depends on whether the debt is reported in the
government-wide or fund financial statements.

All long-term debt to be repaid from governmental resources are reported as liabilities in the
government-wide statements. The long-term debt consists primarily of notes payable and accrued
compensated absences. This same treatment applies to the proprietary fund financial statements.

Long-term debt for governmental funds is not reported as a liability in the fund financial statements.
The debt proceeds are reported as other financing sources and payment of principle and interest
reported as expenditures.
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State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D.

ASSETS, LIABILITIES AND EQUITY (continued)
Compensated Absences

The Town's policy regarding vacation time permit employees to accumulate earned but, unused
compensated absences. The liability for these compensated absences Is recorded as long-term debt in
the government-wide statements. The current portion of this debt is estimated based on historical
trends. In the fund financial statements, governmental funds report only the compensated absence
liability payable from expendable available financial resources and the proprietary funds use the
economic resources measurement focus.

Equity Classifications

Government-wide Statements
Equity 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 by the outstanding balances of any bonds,
mortgages, notes or other 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 regulation 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 capital assets, net of related debt."

Fund Statements

Governmental fund equity is classified as fund balance. Fund balance is further classified as reserved
and unreserved, with unreserved further split between designated and undesignated.

Fund equity was reserved for the following purposes:

Statutory Reserve

A statutory reserve, as required by state regulation, equal to 1/12 of the subsequent year's budgeted
expenditures has been provided in the General Fund.

Reserved for Debt Service

Amounts legally restricted for the payment of long-term debt.
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State of New Mexico
TOWN OF YAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D.

ASSETS, LIABILITIES AND EQUITY (continued)

Reserved for Prepaid Insurance

Segregates a portion to indicate that although prepaid items are an asset, it does not represent an
available, spendable resource.

Reserved for Subsequent Years' Expenditures

Represents the amounts, which are required to be reserved for subsequent years' expenditures.

Unreserved, Undesignated

Amounts which have not been reserved or designated for any purpose. These funds are available for
unrestricted usage by the Town.

Operating Revenues and Expenses

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses for proprietary funds are those that result from providing services and
producing and delivering goods and/or services. It also includes all revenue and expenses not related to
capital and related financing, non-capital financing, or investing activities. Revenues and expenses that
do not meet this definition are accounted for as non-operating revenues and expenses.

REVENUES, EXPENDITURES AND EXPENSES

Gross Receipts Tax

The Town levies a gross receipts tax on sales within the Town. The tax is collected by the Taxation and
Revenue Department of the State of New Mexico and remitted to the Town approximately one month
after receipt of the tax from vendors doing business in the Town. Vendors remit the tax to the State in
the month following the month of sale/collection. Taxes collected by the State in J ¢ and July and
received by the Town July and August included in the caption "Receivables” on the Statement of Net
Assets (Government-wide) and Balance Sheet (Fund Financial Statements).
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State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E.

REVENUES, EXPENDITURES AND EXPENSES (continued)

Property Taxes

Under Chapter 7, Article 37-7 B(3), NMSA, 1978 Compilation, Municipalities are limited in their
ability to impose property taxes on assessed property within the Municipality to a rate not to exceed
$7.65 for each one thousand dollars ($1,000) of net taxable value of both residential and non residential
property.

In addition, the Municipality can impose, without restriction, property taxes sufficient to pay principal
and interest on general obligation bonds that were authorized by the voters within the Municipality as
well as taxes sufficient to pay for tort or workman's compensation judgments for which the
Municipality is liable.

Expenditures/Expenses

In the government-wide financial statements, expenses are classified by function. In the fund financial
statements, expenditures are classified as follows:

Governmental Funds-By Character: Current (further classified by function)

Debt Service
Capital Outlay

In the fund financial statements, governmental funds report expenditures of financial resources.

Expenditures of Restricted Sources

It is the Town's policy to expend restricted sources prior to unrestricted sources when both sources are
available for expenditure.

Accrued Compensated Absences

Vested compensated absences are accounted for under the full accrual basis of accounting on the
Government-wide financial statements and are classified as current and non-current liabilities.

Vested or accumulated vacation leave that is expected to be liquidated with expendable available
financial resources is reported as an expenditure and a fund liability of ‘the governmental fund that will
pay it. Amounts of vested or accumulated vacation leave that are not expected to be liquidated with
expendable available financial resources are not reported in the fund statements. In accordance with the
provisions of Statement No. 16 of the Governmental Accounting Standards Board, Accounting for
Compensated Absences, a liability has been recognized for certain sick pay as the Town does provide
for payment upon termination of employment.
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TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E.

REVENUES, EXPENDITURES AND EXPENSES (continued)

Interfund Transfers

Permanent reallocation of resources between funds of the reporting entity are classified as interfund
transfers. For the purposes of the Statement of Activities, all interfund transfers between individual
governmental and proprietary funds have been eliminated. However, transfers between governmental
and proprietary funds have not been eliminated, except in the total column.

See Note 2 for details on transfers between funds.

OTHER POLICIES

Use of Estimates

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

from those estimates. :

Implementation of Accounting Principles - FASB Pronouncements-Proprietary Fund Accounting

The Town of Vaughn uses enterprise funds to account for activities similar to those found in the
private sector, where the determination of net income is necessary or useful for sound financial
administration. Per the requirements of GASB 20, "Accounting and Financial Reporting for
Proprietary Funds and other Governmental Entities that use Proprietary Fund Accounting”, the
enterprise funds have elected to apply all applicable GASB pronouncements (including all NCGA
Statements and Interpretations currently in effect) as well as following all FASB pronouncements
issued on or after November 30, 1989, unless those pronouncements conflict with or contradict GASB

pronouncements.
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State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

2. COMPLIANCE AND ACCOUNTABILITY

A.

BUDGET REQUIREMENTS, ACCOUNTING AND REPORTING

All budgets are adopted on the cash basis of accounting, which is inconsistent with Generally Accepted
Accounting Principles (GAAP). Budgetary comparison statements present budget and actual amounts
on the budgetary basis of accounting (cash basis).

The Town is required to follow the procedures established by the New Mexico Department of Finance
and Administration when developing its budgets, as follows:

1. The Fiscal Officer submits to the Town Council a proposed operating budget for the fiscal year
commencing the following July 1. The operating budget includes proposed expenditures and the
means of financing them.

2. Public hearings are conducted at the Town offices to obtain public comment.

3. The budget is tentatively approved by the Town Council, and final approval is ultimately made by
the Department of Finance and Administration, Local Government Division.

4. The Fiscal Officer requests authorization from the Town Council to transfer budget amounts within
departments within any fund. However, any revisions that alter the total expenditures of any fund
must be approved by the Commission and by the Local Government Division of the Department of
Finance and Administration, State of New Mexico.

5. Formal budgetary integration is employed as a management control device during the year for the
General Fund, Special Revenue Funds, Debt Service Funds, and Capital Projects Funds.

Amendments to the budget, including operating transfers, which increase or decrease a fund's total
budgeted expenditures must be approved by the Town Council and the Local Government Division of
the Department of Finance and Administration, State of New Mexico. Amendments made to the
original budget are included in the budgetary comparison schedules of this report, which reflect actual

to budget.

Budgets and amendments to the budgets for all funds are adopted in a legally permissible manner. The
legal level of budgetary control is the fund level. Expenditures may not legally exceed budgeted
appropriations at the fund level. Outstanding encumbrances lapse at year end but may be re-budgeted
in the next year's budget. The Town did not use encumbrance accounting during the year ended June

30, 2007.
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State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

2. COMPLIANCE AND ACCOUNTABILITY (continued)

B. INTERFUND BALANCES

The following schedule details the net interfund due to/due from made by the Town of Vaughn during
the year ended June 30, 2007:

General Fund Due From Due To
216 Municipal Street $ 189
219 Senior Citizens $ 79
409 Airport Project 10,380
509 Ambulance 1,704
504 Landfill 2,602
505 Water Utility 1,962
Total General Fund 14,765 2,151
Special Revenue Funds
216 Municipal Street
101 General Fund 189
505 Water Utility 22,370
219 Senior Citizens
101 General Fund 79
409 Airport Project
101 General Fund 10,380
509 Ambulance
101 General Fund 1.704
Total Special Revenue Funds 22,559 12,163
Proprietary Funds
504 Landfill
101 General Food 2,602
505 Water Utility
101 General Fund 1,962
216 Municipal Street 22,370
Total Proprietary Funds 1,962 24972
Total All Funds $39.286 $39.286

The due to / due from accounts were generally created to reflect amounts that were receipted or
expended from the wrong fund or account.

The following schedules detail the interfund operating transfers made during the year ended
June 30, 2007.
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State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

DEPOSITS AND INVESTMENTS

The Town Of Vaughn is authorized under the provisions of Chapter 6, Article 10, paragraph 10, NMSA
1978, annotated, to deposit its money in banks, savings and loan associations and/or credit unions whose
accounts are insured by an agency of the United States.

All money not immediately necessary for the public uses of the Town may be invested in:

a.

bonds or negotiable securities of the United States, the state or any county, municipality or town which
has a taxable valuation of real property for the last preceding year of at least one million dollars
($1,000,000) and has not defaulted in the payment of any interest or sinking fund obligation or failed to
meet any bonds at maturity at any time within five years last preceding; or

securities that are issued by the United States government or by its agencies or instrumentalities and
that are either direct obligations of the United States or are backed by the full faith and credit of the
United States government or agencies guaranteed by the United States government; or

in contracts with banks, savings and loan associations or credit unions for the present purchase and
resale at a specified time in the future of specific securities at specified prices at a price differential
representing the interest income to be earned by the investor. The contract shall be shown on the books
of the financial institution as being the property of the investor and the designation shall be
contemporaneous with the investment. The contract shall be fully secured by obligations of the United
States having a market value of at least one hundred two percent of the contract. The collateral required
for investment in the contracts provided in this subsection shall be shown on the books of the financial
institution as being the property of the investor and the designation shall be contemporaneous with the
investment.

Pursuant to Section 6-10-10.1 NMSA 1978, if the Town is unable to receive payment on public money at the
rate of interest set forth in Section 6-10-3 6 NMSA 1978 (which is no less than one hundred percent of the
asked price on the United States treasury bills of the same maturity on the day of the deposit) from financial
institutions within the geographic boundaries of the governmental unit, the Town official having money in
his custody not required for expenditure within thirty days or less may, with the consent of the local board of
finance, if any, remit some or all of such money to the State Treasurer, bank, savings and loan association or
credit union for deposit for the purpose of short term investment.
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TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

DEPOSITS AND INVESTMENTS (continued)

Before any local funds are invested or reinvested for the purpose of short-term investment pursuant to
section 6-10-10.1 NMSA 1978 Compo the local public body finance official shall notify and make such
available to banks, savings and loan associations and credit unions located within the geographical
boundaries of their respective governmental unit, subject to the limitation on credit union accounts. To be
eligible for such funds, the financial institution shall pay to the local public body the rate established by the
State Treasurer pursuant to a policy adopted by the State Board of Finance for such short-term investments.

The local public body finance official shall specify the length of time each deposit shall be in the State
Treasurer's short-term investment fund, but in any event the deposit shall not be made for more than one

hundred eighty-one days.

The Governmental Accounting Standards Board has issued its Statement #40, which requires deposits and
investments to be classified into categories of risk. The categories of risk are discussed below.

--Interest Rate Risk - The risk that modifications in the interest rate will unfavorably impact the fair value of
an investment. The Town of Vaughn has a limited exposure to interest rate risk as only a small amount of
funds are invested in interest bearing accounts.

-- Concentration of Credit Risk - The exposure which comes from having all funds located in one financial
institution or all funds invested in similar investments with similar-economic characteristics that would be
similarly affected by changes in economic or other conditions. The Town of Vaughn is exposed to
concentration of credit risk in that the majority of funds are held in one financial institution.

-- Custodial Credit Risk - The risk that in the event of failure of a depository institution, a government will
not be able to recover its deposits or collateral securities that are in the possession of an outside party. Once
again, the Town of Vaughn is exposed to custodial credit risk because almost all cash is held in one financial

institution which also holds the securities which collateralize the accounts.
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TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

DEPOSITS AND INVESTMENTS (continued)

At June 30,2007, the carrying amount of the Town Of Vaughn's deposits (excluding $28,156 cash with
paying agent) was $668,288 and the bank balances were $691,070. The deposits are held at Wells Fargo
Bank. All accounts are carried at cost.

In accordance with Section 6-10-7, NMSA, 1978 Compilation, deposits of public monies are to be
collateralized in an aggregate equal to 50% of deposits in excess of Federal Deposit Insurance Corporation
insurance coverage. The following schedules show the bank balances which are held by the banks which act

as depositories.

Carrying Bank
‘Wells Fargo Bank: Amount Balance
Demand Deposits $661,325 $684,107
Certificates of deposit 6,963 6.963
$668.288 691.070
FDIC Coverage 100,000
Uninsured balance 591,070
Collateralization required at 50% 295,535
Collateral held at Wells Fargo Trust 97.331
Over (under)" collateralization requirement (8$198.204)

The pledged securities are held by Wells Fargo Trust Department in San Francisco in favor of the Town Of
Vaughn. However, the securities are held in the name of Wells Fargo Bank. The Town of Vaughn is
currently under collateralized by $198,204.

Five trust accounts exist with the New Mexico Finance Authority and Bank of Albuquerque. The Town is
not required to independently collateralize these accounts. The total amount held at these institutions at June

30, 2007 was $28,156.
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State of New Mexico
TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

ACCOUNTS RECEIVABLE

The accounts receivable of the Town of Vaughn, by fund type, at June 30, 2007 are as follows:

Special
General Revenue Enterprise
Taxes:
Locally assessed $11,337
State shared 30,804
Customer utility accounts $ 21,571
Grants $137,222
Other 8.037 2,265 -
50,178 139,487 25,141
Less: Allowance for doubtful accounts - - 1,500
Total $50,178 $139.487 $ 20,071

Except as noted, all amounts are considered collectable at June 30, 2007. Utility customer receivables are
presented net of an allowance for doubtful accounts of $1,500 as shown above.
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June 30, 2007

CAPITAL ASSETS

The following is a summary of changes in capital assets during the fiscal year:

Balance Balance
Governmental activities 6/30/2006 Additions Deletions 6/30/2007
Capital assets not being depreciated:
Land $ 198,252 $ - 3 - $ 198252
Construction in progress 125,000 - 125,000 -
Total 323,252 - 125,000 198,252
Capital assets being depreciated:
Land improvements 1,761,869 2,389,177 - 4,151,046
Buildings 1,283,332 525,469 - 1,808,801
Machinery and equipment 80,685 - - 80,685
Vehicles 493,750 41,019 - 534,769
Total 3,619,636 2,955,665 - 6,575,301
Less accumulated depreciation for:
Land improvements (5,202) (32,055) - (37,257)
Buildings (782,274) (29,890) - (812,164)
Machinery and equipment (26,011) (10,392) - (36,403)
Vehicles (208,774) (36,902) (246,676)
Total (1,023,261) (109,239) - (1,132,500)
Total capital assets being
depreciated, net 2,596,375 2,846,426 - 5,442,801
Total Governmental activities,
capital assets, net $2,919,627 $ 2,846,426 $ 125,000 $ 5,641,053
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June 30, 2007

CAPITAL ASSETS (continued)

The following is a summary of changes in capital assets during the fiscal year:

Balance Balance
Business type activities 6/30/2006 Additions Deletions 6/30/2007
Capital assets not being depreciated:
Land $ 19203 $ - $ - $ 19203
Construction in progress - - - -
Total 19,203 - - 19,203
Capital assets being depreciated:
Buildings 34,159 - - 34,159
Underground lines 4,347,338 - - 4,347,338
Machinery and equipment 411,714 - - 411,714
Total 4,793,211 - - 4,793,211
Less accumulated depreciation for:
Buildings (5,974) (1,486) - (7,460)
Underground lines (798,802) (93,111) - (891,913)
Machinery and equipment (217,997) (30,294) (248,291)
Total (1,022,773) (124,891) - (1,147,664)
Total capital assets being
depreciated, net 3,770,438 (124,891 - 3,645,547
Total Business type activities,
capital assets, net $ 3,789,641 $ (124,891 3 - $ 3,664,750
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State of New Mexico

TOWN OF VAUGHN

NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007

PROPRIETARY FUND LONG-TERM DEBT

A. CHANGES IN LONG-TERM DEBT

The following is a schedule of the changes in proprietary fund long-term debt for the year ended June

30, 2007:

Note payable

Landfill closure costs
Compensated absences

Total

Balance

06/30/2006 Additions

$ 565,476
21,550
12,161

$ 4,310
4,057

$ 599,187  §_8.367

Balance Current
Deletions 06/30/2007 Portion
$ 16,619 $ 548,557 $16,997
25,860
6,345 9,873
$ 23,264 $ 584,290 $16,997

The following is a schedule of long-term debt principal, interest and charges on proprietary fund long-

term debt.

Year Ended Admin

06/30 Principal Interest Fees Total
2008 $ 16,997 $22,189 $ 122 $ 39,308
2009 18,085 21,931 92 40,108
2010 18,183 21,564 62 39,809
2011 18,292 21,286 30 39,608
2012 6,000 20,900 - 26,900
2013-2029 471,000 427,100 - 898,100
Total $548,557 $534,970 $ 306 $1,083,833
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6. PROPRIETARY FUND LONG-TERM DEBT (continued)

B.

CLOSURE AND POST CLOSURE LANDFILL COSTS

State and federal laws and regulations require the Town to place a final cover on its landfill site when it
stops accepting waste and to perform certain maintenance and monitoring functions at the site for thirty
years after closure. Although closure and post closure care costs will be paid only near or after the date
that the landfill stops accepting waste, the Town reports a portion of these closure and post closure care
costs as an operating expense in each period based on landfill capacity used as of each balance sheet
date. The total liabilities for closure and post closure costs of $25,860 at June 30, 2007 represent the
cumulative amount reported to date based upon approximately 13% of the usable capacity of the
landfill. The lLiability is based upon an estimate performed in March 2003. The estimated current year
accrual of the future closure and post-closure care costs amounted to $4,310.

The actual cost of closure and post closure care may be higher, of course, due to inflation, changes in
technology or changes in:

The NMFA Note payable for the proprietary debt, as reflected on the Statement of Net Assets, is being
paid from its major funds in the percentage of 12% from Solid Waste Fund and 88% from the

Water/Sewer Fund.

7. GOVERNMENTAL LONG-TERM DEBT

A.

CHANGES IN LONG-TERM DEBT

The following is a schedule of changes in governmental fund long-term debt for the year ended June
30, 2007.

Balance Balance Current
06/30/2006 Additions Deletions 06/30/2007 Portion

Notes payable $ 208,545 $ 24956 $ 183,589 $26,767
Accrued compensated
absences 8,852 7317 3.921 12,248 2,845
Total $ 217,397 $ 1317 $ 28877 § 195.837 $29.612
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7. GOVERNMENTAL LONG-TERM DEBT (continued)

B.

NOTES PAYABLE

The Town entered into a note with New Mexico Finance Authority on July 21, 2000 in the amount of
$130,000 for the purchase of a fire truck. The note bears interest at rates ranging from 4.03% to 4.8%
and also is subject to an administration fee of 0.25%. Annual payments range from $14,991 to $15,080
and are subject to an intercept agreement whereby the annual amount due the fire fund is reduced and
submitted to New Mexico Finance Authority. The balance on the note was $56,375 at June 30, 2007.

The Town entered into a note with the New Mexico Finance Authority on March 8, 2006 in the amount
of $138,889 for the purchase of a fire truck to enhance the ability of the Town to fight brush fires. The
note bears interest at rates ranging from 3.140% to 3.630% and is also subject to an administration fee
of 0.25%. Annual payments range from $11,675 to $15,205 and are subject to an intercept agreement
whereby the annual amount due the fire fund is reduced and submitted to New Mexico Finance
Authority. The balance on the note was $127,214 at June 30, 2007.

Annual debt service requirements for the NMFA notes are as follows:

Year Ended Admin

06/30 Principal Interest Fees Total
2008 3 26,767 § 3,280 $ 459 $ 30,506
2009 27,306 2,809 392 30,507
2010 28,873 2,311 324 30,508
2011 28,466 1,789 254 30,509
2012 14,093 1,238 183 15,514
2013-2029 59,084 2,605 373 62,062
Total $183,589 $14,032 $ 1,985 $ 199,606
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8. ACCRUED COMPENSATED ABSENCES

The Town allows for the accrual and payment of annual leave. Annual leave is awarded at a rate of two
weeks per year for all employees who work five eight hour days in a regular workweek. Upon termination or
retirement an employee will be paid for unused vacation at his I her final rate of pay.

Accrued compensated absences of the governmental funds have been recorded pursuant to GASB 16 and
appear on the statement of net assets as follows:

Current Non-current
Governmental Funds: Portion Portion Total
General Fund $6,130 $2,627 $ 8,757
Seniors Fund 2.444 1.047 3.491
Total $8574 — 53674 $12,248

9. TAXES

A. PROPERTY TAXES

The Town receives property taxes from the Guadalupe County Treasurer for operational purposes.
Property taxes are assessed on January 1 of each year, except on livestock, and are payable in two
equal installments on November 10th of the year in which the tax bill is prepared and April 10th of the
following year. Unpaid property taxes are deemed delinquent 30 days after their due date. Taxes on
real property are a lien against the property from January 1 of the year for which the taxes are imposed.

Tax levies are authorized by statute to service payments due on general obligation bonds which have
been authorized pursuant to state law, and for general operating purposes. However, at June 30, 2007,
the Town had no general obligation bonds outstanding.

The Mill levy tax rates for the Town for 2007 were 5.872 for residential and .765 for non-residential.
These are tax rates applied to each $1,000 of property value taxable by the Town.

Property tax revenues amounted to $ 57,376 for the fiscal year ended June 30, 2007.

B. BUSINESS LICENSES

Under Chapter 3, Article 38 NMSA 1978, the Town, by passage of an ordinance, authorized the
assessment of a registration fee equal to $35 per annum for all businesses within the jurisdiction of the
Town. During the fiscal year ended June 30, 2007, the Town collected $390 in business license fees.
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State of New Mexico

TOWN OF VAUGHN
NOTES TO THE FINANCIAL STATEMENTS (continued)
June 30, 2007
TAXES (continued)
C. MOTOR VEHICLE REGISTRATION FEES

Under the provisions of Chapter 66, Article 6 NMSA 1978 the State of New Mexico collects various
fees for the registration and regulation of motor vehicles in the state. Of the amount collected, a portion
is disbursed to the various incorporated municipalities based upon the total assessed valuation a
qualified municipality bears to the total assessed valuation of all the qualified municipalities within the
county. Under Section 66-6-23, the various qualified cities in the State of New Mexico share 9.4
percent of the total fees collected (10 percent distribution). In addition, an amount equal to 14.1 percent
of the total fees collected are allocated between the various counties, towns, and incorporated
municipalities within the county in the same proportion that the receipts from general property taxes,
other than taxes for state purposes, receipts from general property taxes received by the county
treasurer for the year in which such distribution is to be made, are so distributed in such county
between said town and said incorporated municipalities within the county. In the counties wherein are
located municipalities incorporated, organized and operating under special accounts, the allocation
shall be in the proportion that the receipts from general property taxes in said municipalities bear to the
total receipts from general property taxes other than taxes for state purposes received by the county
treasurers and the collectors of said municipalities in the year in which said allocation is to be made.
For the purpose of effecting an equitable allocation in counties wherein are located municipalities
incorporated, organized and operating under special act, the local government division shall compute a
hypothetical figure representing the municipality's proceeds from the property tax based on the figure
arrived at by the county assessor as the evaluation of real property within the municipality, the
assessment ratio used in that county and the highest mill levy approved by the local government
division for any other municipality in the state (15 percent distribution).

The Town earned $3,245 in motor vehicle registration fees for the year ended June 30, 2007.

EXCISE TAX ON CIGARETTES

For the privilege of selling, giving or consuming cigarettes in New Mexico, there is levied an excise
tax at the rate of ten and one half cents ($. 105) for each ten cigarettes or fraction thereof sold, given or
consumed in New Mexico. The taxes collected due to the provision of Chapter 7, Article 12, paragraph
3 NMSA 1978 (as paraphrased above) are distributed to the State General Fund and the various
counties and municipalities as follows:

State General Fund 075
County and Municipality Recreation Fund  .010
County and Municipality Cigarette Tax Fund .020

105
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TAXES (continued

D.

EXCISE TAX ON CIGARETTES (continued)

Taxes deposited into the County and Municipality Recreation Fund is distributed to the various
counties and municipalities and is restricted to usage as follows:

1. To each county in the proportion that the sales of cigarettes made within the county borders,
exclusive of sales within any municipality in that county, bears to the total sales of cigarettes in the
state during such month; and

2. To each municipality in the proportion that the sales of cigarettes made within the municipality
during such month bears to the total sales of cigarettes in the state of such month.

The funds distributed to the counties and municipalities under this section shall be used for recreational
facilities and salaries of instructors and other employees necessary to the operation of such facilities.
Such recreational facilities shall be for the use of all persons, and juveniles and elderly persons shall
not be excluded.

Each county or municipality shall establish a fund to be known as the "recreational fund" into which all
monies received from the County and Municipality Recreational Fund shall be deposited. As used in
this section, "juvenile" means every person under the age of majority and "elderly" means every person
over the age of sixty years. Taxes deposited into the County and Municipality Cigarette Tax Fund are
distributed to the various counties and municipalities in the same manner as the County and
Municipality Recreation Fund; however, the taxes so distributed shall be deposited in the general fund
of such counties and municipalities, provided the cigarette tax revenues distributed under the provision
of this section shall not be earmarked or otherwise obligated under the terms or provision of any prior
law, prior local ordinance or prior bond agreement which pledges cigarette tax revenues for the
payment of any principal or interest of revenue bonds issued pursuant to such prior law, prior local

ordinance or prior bond agreement.

During the year ended June 30, 2007, the Town received distributions of cigarette taxes in the amount
of $1,262 in the general fund and $633 in the recreation fund for a total of $1,895 in cigarette taxes.
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9. TAXES (continued)

E.

GASOLINE TAX

The State of New Mexico, by authority of Chapter 7, Article 13 NMSA 1978, imposes an excise tax
of$.17 on each gallon of gasoline received in New Mexico. Of the total gasoline taxes received, a
portion is distributed to the various municipalities within the state pursuant to Chapter 7, Article 1-6.9
NMSA 1978 and Chapter 7, Article 1-6.27 NMSA 1978. Distributions of gasoline taxes received
pursuant to Chapter 7, Article 1-6.9 must be deposited into a separate road fund for expenditures only
for construction, reconstruction, resurfacing or other improvements or maintenance of public roads,
streets, alleys or bridges, including right-of-way and materials acquisition. The distribution may also be
used to provide matching funds for projects subject to cooperative agreements entered into with the
State highway and transportation department pursuant to section 67-3-28 1978.

Any municipality or Il class county that has created or that creates a "street improvement fund" to
which gasoline tax revenues or distributions are irrevocably pledged under Section 3-34-1 Though 3-
34-4 NMSA 1978 or that has pledged all or a portion of gasoline tax revenues or distributions to the
payment of bonds shall receive its proportion of the distribution of revenues under this section

impressed with and subject to these pledges.

Distributions of gasoline taxes received pursuant to Chapter 7, Article 1-6.27 shall be used for the
following purposes:

1. Reconstructing, resurfacing, maintaining, repairing, or otherwise improving existing alleys,
streets, roads or bridges, or any combination of the foregoing, or laying of, opening, constructing
or otherwise acquiring new alleys, streets, roads or bridges, or any combination of the foregoing,
provided that any of the foregoing improvements may include but are not limited to, the
acquisition of rights of way

2. To provide matching funds for projects subject to cooperative agreements with the state highway
and transportation department pursuant to Section 67-3-28 NMSA 1978, and

3.  for expenses of purchasing, maintaining and operating transit operations and facilities for the
operation of a transit authority established by the municipal transit law and for the operation of a
vehicle emission inspection program. A municipality may engage in the business of the
transportation of passengers and property within the political subdivision by whatever means the
municipality may decide and may acquire -cars, trucks, motor buses and other equipment
necessary for operating the business. A municipality may acquire land, erect buildings and equip
the buildings with all the necessary machinery and facilities for the operation, maintenance,
modification, repair and storage of the cars, trucks, motor buses and other equipment needed. A
municipality may do all things necessary for the acquisition and the conduct of the business of
public transportation.

During the fiscal year ended June 30, 2007, the Town earned $29,747 in gasoline tax distributions.
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TAXES (continued)

F.

MUNICIPAL GROSS RECEIPTS TAX

Under authority of Chapter 7, Articles 19, 19A and 19D, NMSA 1978, the Town adopted gross
receipts taxing through ordinances. Said ordinances provide for the imposition of gross receipts taxes
on all non-exempt persons engaging in business in the municipality. The tax is collected by the State of
New Mexico and remitted to the Town after deducting certain administrative costs. During the year
ended June 30, 2007, the Town earned taxes in the amounts shown below which were imposed under

the above stated authorities.

General Fund: Town gross receipts tax $104,244
Solid Waste Fund: Environmental gross receipts tax 21.670
Total $125914

STATE GROSS RECIEPTS TAX

Under authority of Chapter 7, Article 1, NMSA 1978, the State of New Mexico imposes a gross
receipts tax on all business within the State. Of the total collected, 1.25 percent of the taxable gross
receipts is distributed to the municipality reporting the taxable receipts. During the year ended June 30,
2007, the Town eared $103,919 from the State under the above stated authority.

10. RETIREMENT PLAN

11.

The employees of the Town have elected not to be covered under the Public Employees Retirement
Association - a New Mexico Public Retirement system available to Town employees.

RETIREE HEALTH CARE ACT CONTRIBUTIONS

The employees of the Town have elected not to participate under the Retiree Health Care Act. This plan
would have provided health care benefits to Town employees upon retirement.
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12. RISK MANAGEMENT

June 30, 2007

The Town is exposed to various risks of loss related to torts, thefts of, damage to, and destruction of

property. errors and omissions and natural disasters. The Town participates in the New Mexico Self-Insurers

Fund risk pool Listed below is a summary of insurance coverage in force for the fiscal year ended June 30,

2007:

Workers’ Compensation

Policy number:
Amount of coverage:
Expiration date:
Premium:

opo o

Property

Policy number:
Amount of coverage:
Expiration date:
Premium:

opo o

Auto Liability

Policy number:
Amount of coverage:
Expiration date:
Premium:

epoop

General Liability

a. Name and address of insurance agent:
b. Policy number:

¢. Amount of coverage:

d. Expiration date:

e. Premium:

Name and address of insurance agent:

Name and address of insurance agent:

Name and address of insurance agent:

New Mexico Self-Insurers’ Fund
1920W

Unlimited

06/30/2007

$14,396

Insurance Services of New Mexico
Town V-1

Replacement cost

11/03/2007

$2,749

Insurance Services of New Mexico
Town V-1

Tort limits

11/03/2007

$20,819

Insurance Services of New Mexico
Town V-1

Tort limits

11/03/2007

$7,584

The standard premium amount 0f$14,396 for the Workers' Compensation policy is subject to an audit that
normally increases or decreases the premium according to the actual payroll expense upon which the

premium bad been estimated.

The Town has not filed any claims for which the settlement amount exceeded the insurance coverage during
the past three years. However, should a claim he filed against the Town which exceeds the insurance
coverage, the Town would be responsible for a loss in excess of the coverage amounts.

At June 30, 2007, no unpaid claims have been filed which exceed the policy limits and to the best of
management's knowledge and belief all known and unknown claims will be covered by insurance. No major

lawsuits have been filed against the Town.
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NOTES TO THE FINANCIAL STATEMENTS (continued)

State of New Mexico
TOWN OF VAUGHN

June 30, 2007

13. BUDGET AUTHORITY EXCEEDED

The Town overspent its budget authority in the following funds in the amounts indicated. As explained in

Note 1, expenditures may not exceed the budget at the fund level.

206 EMS Fund
209 Fire Fund

211 Law Enforcement Fund

216 Street Fund
509 Ambulance Fund
504 Solid Waste Fund

505 Water & Sewer Fund

Overspent
Amount

§ 1,563
119,821
17,464
447,763
27,191
78
76,727

Management and the Town Council intend to monitor budgets and budget authority more closely in the
future.

14. GASB 34 RECONCILIATION

Pursuant to New Mexico State Auditor's Rule 2.2.2.10.CC(1) below is the reconciliation between the ending

fund equity at June 30, 2006 to the beginning of the year net assets as presented in the Statement of Net
Assets (Exhibit A).

Governmental Proprietary
Funds Funds
Total fund equity at June 30, 2006 $ 803,968 $3,391,446
Reconciling Items:
Capital assets, net 2,919,627
Deferred income 14,006
Accounts payable (125,000)
Notes payable (208,545)
Compensated absences (__2.630) -
Net assets, beginning of year — Exhibit B _ $3401.426 $3.391.446
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State of New Mexico
TOWN OF VAUGHN ,
NON-MAJOR SPECIAL REVENUE FUNDS i
June 30, 2007

NON-MAJOR SPECIAL REVENUE FUNDS

Corrections - To establish an additional source of funds to municipalities to offset the costs of corrections . The
source of funds is a five dollar fee which must be paid by all persons violating laws relating to the operations of a
motor vehicle. Funding is authorized by NMSA 33-9-3.

E.M.S. - To account for the acquisition of emergency medical equipment and the operation of the equipment
financed through a grant from the State of New Mexico. Funding is authorized by NMSA 24-10-A-1.

Fire Protection - To account for the operations and maintenance of the fire department. The operations are
financed by an allotment from the annual fire grant from the State of New Mexico. Funding is authorized by ;

NMSA 59A-53-2.

Law Enforcement - To account for the expenditures from the State of New Mexico for training, equipment and
capital outlay. Funding is authorized by NMSA 29-13-1 and 29-13- 4.

Recreation - To account for the operation and maintenance of recreational facilities in the Town. Funding is
provided by a specific annual cigarette tax levy. Funding is authorized by NMSA 7-12-1 & 7-12-15.

Senior Citizens - To account for funds used to provide services to senior citizens. Financing services include:
State funds appropriated by the State under House Bill 2; Federal funds from Title III-B, Title II-C-1; Title III-C-

2; Title I1I-D, cash in lieu of commodities; and local sources.

Cemetery - To account for revenue from sale of lots and donations to be used for cemetery improvements.
Funding is authorized by NMSA. 58-17-4.

NON-MAJOR DEBT SERVICE FUND

The Debt Service Fund is used to accumulate monies for payment of interest and principal due on general
obligation bonds.

NON-MAJOR CAPITAL PROJECTS FUNDS

Airport Project - To account for the planning phase to the Vaughn Municipal Airport. Funding is provided by
Federal and State grants as well as transfers of local source revenues from other funds. The Federal grant is
received from the U.S. Department of Transportation, Federal Aviation Administration, pursuant to Public Law
103-272 as amended by Public Law 103-260 and Public Law 103-305. The State grant is received from the New

Mexico State Highway and Transportation Department.
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State of New Mexico
TOWN OF YAUGHN
Statement of Revenues and Expenditures

Budget and Actual (Non - GAAP Basis) - Corrections Fund - 201

For the Year Ended June 30, 2007

Original Final
Budget Budget

Actual

Variance
Favorable
(Unfavorable)

Revenues:
Intergovernmental - State $ - % -
Miscellaneous local sources - -

76

$ -
76

Total revenue - -

76

76

Expenditures:
Public Safety:
Current:
Operating expenses - -
Norn-current
Capital outlay - -

Total expenditures - -

Excess (deficiency) of reveneues

over (under) expenditures - -

76

76

Other financing sources (uses):
Bond Proceeds - -
Operating transfers in -
Operating transfers out - -

Total other financing sources (uses) ~ -

Net change in fund balances - -

76

76

Cash balances - beginning of year

4,192

Cash balances - end of year $ - $ -

$ 4268

Net change in fund blanace (Non-GAAP Budgetary Basis)
Adjustment to revenues for accruals and other deferrals
Adjustment to expenditures for payables, prepaids and other accruals

Net change in fund balance (GAAP Basis)

SEE INDEPENDENT AUDITOR'S REPORTS
The accompanying notes are an integral part of these Financial Statements.

STATEMENT 3
63




State of New Mexico
TOWN OF VAUGHN
Statement of Revenues and Expenditures
Budget and Actual (Non - GAAP Basis) - EMS Fund - 206
For the Year Ended June 30, 2007

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues:
Intergovernmental - State $ 5000 § 5,000 $ 5,000 $ -
Miscellaneous local sources ~ - 122 122
Total revenue 5,000 5,000 5,122 122
Expenditures:
Public Safety:
Current: '
Operating expenses 7,300 7,300 8,863 (1,563)
Non-current
Capital outlay - - - -
Total expenditures 7,300 7,300 8,863 (1,563)
Excess (deficiency) of reveneues
over (under) expenditures (2,300) (2,300) (3,741) (1,441)
Other financing sources (uses);
Bond Proceeds - - - -
Operating transfers in - - - -
Operating transfers out - - - -
Total other financing sources (uses) - - - -
Net change in fund balances (2,300) (2,300) (3,741) (1,441)
Cash balances - beginning of year 3,760
Cash balances ~ end of year $ (23000 $ (2,300) $ 19 $ (1,441)
Net change in fund blanace (Non-GAAP Budgetary Basis) $ (3,741)
Adjustment to revenues for accruals and other deferrals 3,599
Adjustment to expenditures for payables, prepaids and other accruals (22)
Net change in fund balance {(GAAP Basis) $ (164)

SEE INDEPENDENT AUDITOR'S REPORTS
The accompanying notes are an integral part of these Financial Statements.

STATEMENT 4
64




State of New Mexico
TOWN OF VAUGHN

Statement of Revenues, Expenditures and Changes in Fund Balance -
Budget (Non-GAAP Budgetary Basis) and Actual - Fire Protection Fund - 209

For the Year Ended June 30, 2007

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues;
Intergovernmental - State $ 58,584 $ 74,584 52,646 $ (21,938)
Miscellaneous local sources 5,000 5,000 434 (4,566)
Total revenue 63,584 79,584 53,080 (26,504)
Expenditures:
Public Works:
Current:
Salaries and benefits - - - -
Operating expenses 36,065 52,065 52,874 (809)
Non-current
Capital outlay - - 119,012 (119,012)
Total expenditures 36,065 52,065 171,886 (119,821)
Excess (deficiency) of revencues
over (under) expenditures 27,519 27,519 (118,806) (146,325)
Other financing sources (uses):
Bond Proceeds - - - -
Operating transfers in - - - -
Operating transfers out - - - -
Total other financing sources (uses) - - - -
Net change in fund balances 27,519 27,519 (118,806) (146,325)
Cash balances - beginning of year 140,191
Cash balances - end of year $ 27519 § 27,519 $ 21,385 $ (146,325)

Net change in fund blanace (Non-GAAP Budgetary Basis)
Adjustment to revenues for accruals and other deferrals
Adjustment to expenditures for payables, prepaids and other accruals

Net change in fund balance (GAAP Basis)

SEE INDEPENDENT AUDITOR'S REPORTS
The accompanying notes are an integral part of these Financial Statements.

STATEMENT 5
65

$ (118,806)
2,757
(1,236)

$ (117,285)




State of New Mexico
TOWN OF VAUGHN
Statement of Revenues and Expenditures

Budget and Actual (Non - GAAP Basis) -~ Law Enforcement Fund - 211

For the Year Ended June 30, 2007

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues:
Intergovernmental - State $ 20,000 $ 20,000 20,785 $ 785
Miscellaneous local sources - - - -
Total revenue 20,000 20,000 20,785 785
Expenditures:
Public Safety:
Current:
Operating expenses 20,000 20,000 20,785 (785)
Non-current
Capital outlay - - 16,679 (16,679)
Total expenditures 20,000 20,000 37,464 (17,464)
Excess (deficiency) of reveneues
over (under) expenditures - - (16,679) (16,679)
Other financing sources (uses):
Bond Proceeds - - - -
Operating transfers in - - - -
Operating transfers out - - - -
Total other financing sources (uses) - - - -
Net change in fund balances - - (16,679) (16,679)
Cash balances - beginning of year 16,679
Cash balances - end of year $ - 3§ - 3 - $ (16,679)
Net change in fund blanace (Non-GAAP Budgetary Basis) $ (16,679

Adjustment to revenues for accruals and other deferrals
Adjustment to expenditures for payables, prepaids and other accruals

Net change in fund balance (GAAP Basis)

SEE INDEPENDENT AUDITOR'S REPORTS
The accompanying notes are an integral part of these Financial Statements.

STATEMENT 6
66
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State of New Mexico
TOWN OF VAUGHN
Statement of Revenues and Expenditures

Budget and Actual (Non - GAAP Basis) - Recreation Fund - 217

For the Year Ended June 30, 2007

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues:
Intergovernmental - State $ 1,205 $ 1,205 633 $ (572)
Miscellaneous local sources - - - -
Total revenue 1,205 1,205 633 (572)
Expenditures:
Culture and recration
Current:
Personnel services 4,536 4,536 3,299 1,237
Operating expenses - - - -
Non-current
Capital outlay - - - -
Total expenditures 4,536 4,536 3,299 1,237
Excess (deficiency) of reveneues
over (under) expenditures (3,331) (3,331) (2,666) 665
Other financing sources {uses):
Bond Proceeds - - - -
Operating transfers in - - - -
Operating transfers out - - - -
Total other financing sources (uses) - - - -
Net change in fund balances (3,331) (3,331) (2,666) 665
Cash balances - beginning of year 8,153
Cash balances - end of year $ (3331 § (333D $ 5487 3 665
Net change in fund blanace (Non-GAAP Budgetary Basis) $ (2,666)
Adjustment to revenues for accruals and other deferrals -
Adjustment to expenditures for payables, prepaids and other accruals 19
Net change in fund balance (GAAP Basis) 5 (2,647

SEE INDEPENDENT AUDITOR'S REPORTS
The accompanying notes are an integral part of these Financial Statements.

STATEMENT 7
67




State of New Mexico
TOWN OF VAUGHN
Statement of Revenues and Expenditures
Budget and Actual (Non - GAAP Basis) - Senior Citizens Fund - 219
For the Year Ended June 30, 2007

Variance
Original Final Favorable
Budget Budget Actnal (Unfavorable)
Revenues:
Intergovernmental - State $ 72,684 $ 72,684 49,446 $ (23,238)
Miscellaneous local sources - - 2,189 2,189
Total revenue 72,684 72,684 51,635 (21,049)
Expenditures:
Culture and recreation:
Current:
Personal services - - - -
Operating expenses 72,684 72,684 70,568 2,116
Non-current
Capital outlay - - - -
Total expenditures 72,684 72,684 70,568 2,116
Excess (deficiency) of reveneues
over (under) expenditures - - (18,933) (18,933)
Other financing sources (uses):
Bond Proceeds - - - -
Operating transfers in - - - -
Operating transfers out - - - -
Total other financing sources (uses) - - - -
Net change in fund balances - - (18,933) (18,933)
Cash balances - beginning of year 22,432
Cash balances - end of year $ - & - $ 3,499 $ (18,933)
Net change in fund blanace (Non-GAAP Budgetary Basis) $ (18,933)
Adjustment to revenues for accruals and other deferrals (4.687)
Adjustment to expenditures for payables, prepaids and other accruals 2,543
Net change in fund balance (GAAP Basis) $ (21,077

SEE INDEPENDENT AUDITOR'S REPORTS
The accompanying notes are an integral part of these Financial Statements.

STATEMENT 8
68




State of New Mexico
TOWN OF VAUGHN
Statement of Revenues and Expenditures
Budget and Actual (Non - GAAP Basis) - Cemetary Fund - 299
For the Year Ended June 30, 2007

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
Revenues:
Miscellaneous local sources $ 500 $ 500 243 $ (257)
Total revenue 500 500 243 (257)
Expenditures:
Health and welfare:
Current:
Operating expenses 738 738 - 738
Total expenditures 738 738 - 738
Excess (deficiency) of reveneues
over (under) expenditures (238) (238) 243 481
Other financing sources (uses):
Bond Proceeds - - - -
Operating transfers in - - - -
Operating transfers out - - - -
Total other financing sources (uses) - ~ - -
Net change in fund balances (238) (238) 243 481
Cash balances - beginning of year 6,108
Cash balances - end of year $ (238) § (238) 6,351 $ 481
Net change in fund blanace (Non-GAAP Budgetary Basis) 243
Adjustment to revenues for accruals and other deferrals -
Adjustment to expenditures for payables, prepaids and other accruals -
243

Net change in fund balance (GAAP Basis)

SEE INDEPENDENT AUDITOR'S REPORTS
The accompanying notes are an integral part of these Financial Statements.

STATEMENT 9
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State of New Mexico
TOWN OF VAUGHN
Statement of Revenues and Expenditures

Budget and Actual (Non - GAAP Basis) - Debt Service Fund - 301

For the Year Ended June 30, 2007

Variance
Original Final Favorable
Budget Budget Actual {Unfavorable)
Revenues:
Miscellaneous local sources - 32,181 32,181
Total revenue - 32,181 32,181
Expenditures:
Non-current;
Debt service: i
Principal payment - 30,091 (30,091)
Interest payment - - -
Agent fees - - -
Total expenditures - 30,091 (30,091)
Excess (deficiency) of reveneues
over (under) expenditures - 2,090 2,090
Other financing sources (uses):
Bond Proceeds - - -
Operating transfers in - - -
Operating transfers out - - -
Total other financing sources (uses) - - -
Net change in fund balances - 2,090 2,090
Cash balances - beginning of year 1,641
Cash balances - end of year $ - § $ 3,731 3 2,090
Net change in fund blanace (Non-GAAP Budgetary Basis) $ 2,09

Adjustment to revenues for accruals and other deferrals
Adjustment to expenditures for payables, prepaids and other accruals

Net change in fund balance (GAAP Basis)

SEE INDEPENDENT AUDITOR'S REPORTS
The accompanying hotes are an integral part of these Financial Statements.

STATEMENT 10
70
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State of New Mexico
TOWN OF VAUGHN

Statement of Revenues and Expenditures

Budget and Actual (Non - GAAP Basis) - Capital Improvement Fund - 409

For the Year Ended June 30, 2007

Other Financing Sources
Federal grants
State capital outlay grant
Transfers in
Total other financing sources

Expenditures:
Public works:
Non-current
Capital outlay
Total expenditures

Excess (deficiency) of reveneues
over (under) expenditures

Other financing sources (uses):
Bond Proceeds
Operating transfers in
Operating transfers out

Total other financing sources (uses)

Net change in fund balances
Cash balances - beginning of year

Cash balances - end of year

Net change in fund blanace (Non-GAAP Budgetary Basis)

Adjustment to revenues for accruals and other deferrals
Adjustment to expenditures for payables, prepaids and other accruals

Net change in fund balance (GAAP Basis)

SEE INDEPENDENT AUDITOR'S REPORTS

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)
1,813,637 $ 1,813,637
1,813,637 1,813,637
1,821,470 (1,821,470)
1,821,470 (1,821,470)
(7,833) (7,833)
(7,833) (7,833)
$ (7.833) §$ (7,833)
$ (7.833)
(203,734)

The accompanying notes are an integral part of these Financial Statements.

STATEMENT 11
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State of New Mexico
TOWN OF VAUGHN

Statement of Revenues, Expenditures - Budget (Non-GAAP Budgetary

Basis) and Actual (GAAP Basis) - Solid Waste Fund - 504
For the Year Ended June 30, 2007

Actual Variance
Original Budgetary Favorable
Budget Basis (Unfavorable)
Revenues
Operating grants $ - - 5 -
Sales and services 46,003 50,848 4,845
State enviromental GRT - - -
Other local sources - - -
Total revenues 46,003 50,848 4,845
Expenses
Current
Personnel services - 17,310 (17,310)
Operating expenses 44,304 14,665 29,639
Non-current
Debt service - 11,919 (11,919)
Interest and fiscal charges - 488 (488)
Capital outlay - - -
Total expenses 44,304 44,382 (78)
Excess (deficiency) of reveneues 44,382
over (under) expenditures 1,699 6,466 4,767
Other financing sources (uses):
Bond Proceeds - - -
Operating transfers in - - -
Operating transfers out - - -
Total other financing sources (uses) - - -
Net change in fund balances 1,699 6,466 4,767
Cash balances - beginning of year 73,403
Cash balances - end of year $ 1,699 $ 79,869 $ 4,767
Net change in fund blanace (Non-GAAP Budgetary Basis) 6,466
Adjustment fo revenues for accruals and other deferrals (596)
Adjustment to expenditures for payables, prepaids and other accruals (21,403)

Net change in fund balance (GAAP Basis)

SEE INDEPENDENT AUDITOR'S REPORTS

The accompanying notes are an integral part of these Financial ‘Statements.
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State of New Mexico
TOWN OF VAUGHN
Statement of Revenues, Expenditures - Budget (Non-GAAP Budgetary
Basis) and Actual (GAAP Basis) - Water & Sewer Fund - 505
For the Year Ended June 30, 2007

Variance
Original Final Favorabie
Budget Budget Actual (Unfavorable)
Revenues
State enviromental GRT $ - $ - $ - $ -
Sales and services 375,944 375,944 278,746 (97,198)
Other - - 186 186
Total revenues 375,944 375,944 278,932 (97,012)
Expenses
Current
Personnel services - - 95,279 (95.279)
Operating expenses 219,087 219,087 116,610 102,477
Fuel and power utilities - - 48,098 (48,098)
Meter deposits - - 832 (832)
Non-current
Debt service - - 5,000 (5,000)
Interest and fiscal charges - - 22,725 (22,725)
Capital outlay - - - -
Total expenses 219,087 219,087 288,544 (76,655)
Excess (deficiency) of reveneues
over (under) expenditures 156,857 156,857 (9,612) (173,667)
Other financing sources (uses):
Bond Proceeds - ~ - -
Operating transfers in - - - .
Operating transfers out - - - -
Total other financing sources (uses) - - - -
Net change in fund balances 156,857 156,857 (9,612) (173,667)
Cash balances - beginning of year 136,155
Cash balances - end of year $ 156,857 $ 156,857 $ 126,543 3 (173,667)
Net change in fund blanace (Non-GAAP Budgetary Basis) $ (9,612)
Adjustment to revenues for accruals and other deferrals (13,202)
Adjustment to expenditures for payables, prepaids and other accruals (93,891)
Net change in fund balance (GAAP Basis) $ (116,705)

SEE INDEPENDENT AUDITOR'S REPORTS
The accompanying notes arc an integral part of these Financial Statements.
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State of New Mexico
TOWN OF VAUGHN
SCHEDULE OF PLEDEGED COLLATERAL
June 30, 2007

SCHEDULE OF PLEDGED COLLATERAL

For the year ended June 30, 2007.

Wells Fargo
Cusip Security Description  Rate  Maturity Date  Original Face Market Value
3128MS87G9 FH HO00895 550 06/01/2037 105,000 $97,331

SEE INDEPENDENT AUDITOR’S REPORT
The accompanying Notes are an integral part of these Financial Statements

STATEMENT 14
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State of New Mexico

TOWN OF VAUGHN
SCHEDULE OF BANK DEPOSITORIES
June 30, 2007
Account Account Bank QOutstanding Deposits in Bock
Bank Name Name Type Balance Checks Transit Balance
Wells Fargo Bank
Govermnmental Activities:
Airport Improvement Fund 1 $ 8988 3 - $ - % 8988
Local Government Correctional 3 4,268 - 4,268
Fire Fund 1 8,454 8,454 -
Ambulance 1 62,023 1,111 60,911
Senior Citizens Account 1 4,095 596 3,499
Juvenile Recreation Fund 1 5,637 150 5,487
Health Services Grant Fund 1 19 - 19
Municipal Rd 10% Plate Fund 1 231,928 72 231,855
General Fund 1 149,766 6,229 - 143,537
Cemetary Fund 1 6,351 - 6,351
Law Enforecement Protection Fund 1 1,878 1,878 -
Total 483,406 18,491 - 464,915
Business-type Activities
Operation and Maintenance 1 69,718 2,398 - 67,319
Landfill Account 1 78,698 1,869 76,829
Water & Sewer Improvement 1 1 - 1
Water & Sewer Improvement 1 38,357 - 38,357
Meter Fund 1 13,927 24 13,903
Water Department 3 6,963 - 6,963
Total 207,664 4,292 - 203,372
Total Wells Fargo Bank $ 691,070 $ 22,782 $ - $ 668,288
Bank of Albuquerque
Trust Service/Debt Service 4 $ 14007 $ - 3 - § 14,007
Trust Service/Truck Payment 4 7,378 - - 7,378
Total $ 21385 $ - $ - § 21385
New Mexico Finance Authority
State Treasurere D/S 4 $ 3040 $ - $ - § 3,040
State Treasurere D/S 1,338 - - 1,338
State Treasurere D/S 2,393 - - 2,393
Total $ 6,771 5 - 3 - 3 6771
Total ail accounts $ 719,226 $ 22,782 $ - $ 696,444

1 Checking account 2 Savings account

3 Certificate of Deposit 4 Trustee account

SEE INDEPENDENT AUDITORS' REPORT
The accompanying Notes are an integral part of these Financial Statements
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SEE INDEPENDENT AUDITORS' REPORT

Participants -
Responsible for operations -
Description -

Beginning and ending dates -

Total estimated cost -

Town of Vaughn contributions -

Audit responsibility -

Fiscal agent -

Agency reporting revenues and
expenditures -

Participants -

Responsible for operations -

Description -

Beginning and ending dates -

Total estimated cost -

Town of Vaughn contributions -

Audit responsibility -

Fiscal agent -

Agency reporting revenues and
expenditures -

Participants -

Responsible for operations -
Description -

Beginning and ending dates -
Total estimated cost -

Town of Vaughn contributions -

Audit responsibility -

Fiscal agent -

Agency reporting revenues and
expenditures -

State of New Mexico
TOWN OF VAUGHN

SCHEDULE OF JOINT POWERS AGREEMENTS

For the Year Ended June 30, 2007

Town of Vaughn and Consolidated School District of Vaughn

Town of Vaughn

The Ton of Vaughn will assist the School District with road equipment and
operators to undertake various Schoo! District improvement projects.
August 15, 2006 to June 30, 2007

Not Known

Road equipment and operators

Town of Vaughn

Town of Vaughn

Town of Vaughn

Town of Vaughn (Vaughn) and Guadalupe County (County)
Vaughn and County

County is permitted disposal of solid waste at the Town's landfill.
June 22, 2004 until terminated.

Town will be compensated $23.00 per ton of solid waste dumped.
Cubic yards at landfill.

Vaughn and County

Vaughn

Vaughn and County

Town of Vaughn (Vaughn) and Guadalupe County (County)

Vaughn and County

Vaughn will provide EMS and dispatch personnel.

July 1, 2006 to June 30, 2007

Vaughn will be compensated 17% of the County's EMS GRT. Driver $50,
Basic Service $75, and Intermediate Service $100.

Equipment, EMS personnel, drivers and dispatch services.

Vaughn and County

Vaughn

Vaughn and County

The accompanying Notes are an integral part of these Financial Statements
STATEMENT 16
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State of New Mexico
TOWN OF VAUGHN
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2007

Federal
CFDA Federal
Number Expenditures
Department of Agriculture
Indirect:
Cash in lieu of commodities 10.550 $ 4,888
Department of Health and Human Services
Indirect:
Title 111-B 93.044 $ 5,089
Title IIT-C 93.045 $ 6,000
Department of Transportation
Direct:
FAA Grant #3-35-0509-004-2006
Vaughn Municipal Airport 20.106 $ 1,609,903
Total $1.625.880

Note 1: This accompanying schedule of expenditures of federal awards includes the federal grant activity of the
Town of Vaughn and is presented on the modified accrual/full accrual basis of accounting unless otherwise noted.
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 general purpose' financial

statements.

Note 2: Federal reimbursements are not based upon specific expenditures. Therefore, the amounts reported here
represent cash received rather than federal expenditures.

Note 3: The municipality had the following loan balances outstanding at December 31,2007. The loan balances
outstanding which bave continuing compliance requirements are also included in the federal expenditures

presented in the schedule.

Included as
Federal
CFDA Amount Expenditure on
Number Qutstanding This Schedule
USDA RUS Loan Program 10.854 0.00 $ -

SEE INDEPENDENT AUDITOR’S REPORT
The accompanying Notes are an integral part of these Financial Statements

STATEMENT 17
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CALHOON ACCOUNTING & TAX SERVICES
PO BOX 945
ESTANCIA, NEW MEXICO 87016

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

Mr. Hector H. Balderas, State Auditor
Mr. Paul Madrid, Mayor

Members of the Town Council

Town of Vaughn

Vaughn, New Mexico

I have audited the financial statements of the governmental activities, the business type activities, each major
fund, the aggregate remaining fund information, the budgetary comparisons for the general fund and major special
revenue funds, which collectively comprise the Town’s basic financial statements and the financial statements of
each of the non-major governmental funds presented as supplementary information in the accompanying
combining and individual fund financial statements and the non-major budgetary comparison statements of the
Town of Vaughn (the “Town”) as of and for the year ended June 30, 2007, and have issued our report thereon
dated May 31, 2012. I conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing my andit, I considered the Town of Vaughn’s internal control over financial reporting
as a basis for designing my auditing procedures for the purpose of expressing my opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Town of Vaughn’s internal
control over financial reporting. Accordingly, I do not express an opinion on the effectiveness of the Town of

Vaunghn’s internal control over financial reporting.

My consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial reporting
that might be significant deficiencies or material weaknesses as defined below. However, as discussed below, I
identified certain deficiencies in internal control over financial reporting that 1 consider to be significant

deficiencies.
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A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
Town of Vaughn’s ability to initiate, authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a remote likelihood that a misstatement
of the Town of Vaughn’s financial statements that is more than inconsequential will not be prevented or detected
by the Town of Vaughn’s internal control. I consider the deficiencies described in the accompanying schedule of
findings and questioned costs to be significant deficiencies in internal control over financial reporting as finding

2007-01 and 2007-02.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected
by the Town of Vaughn’s internal control. My consideration of internal control over financial reporting was for
the limited purpose described in the first paragraph of this section and would not necessarily identify all
deficiencies in internal control that might be significant deficiencies and, accordingly, would not necessarily
disclose all significant deficiencies that are also considered to be material weaknesses. However, of the
significant deficiencies described above, I consider findings 2007-01 and 2007-02 to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance -about whether the Town of Vaughn’s financial Statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of
our tests disclosed instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards and which are described in the accompanying schedule of findings and recommendations as
items 2002-05, 2002-12, 2002-25, 2003-02, 2603-09, 2006-03, 2007-01, 2007-03 and 2007-04.

The town’s responses to the findings identified in my audit are described in the accompanying schedule of
findings and responses. I did not audit the agency’s responses and, accordingly, I express no opinion on them.

This report is intended solely for the information and use of the Town Council, the New Mexico State Auditor,
management and awarding agencies and pass through entities and is not intended to be and should not be used by

anyone other than these specified parties.

Calhoon Accounting & Tax Services

May 31, 2012
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CALHOON ACCOUNTING & TAX SERVICES
PO BOX 945
ESTANCIA, NEW MEXICO 87016

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Mr. Hector H. Balderas, State Auditor USDA-OIG-Audit

Mr. Pau] Madrid Jr., Mayor Southwest Region
Members of the Town Council Regional Inspector General
Town of Vaughn 101 South Main, Room 324
Vaughn, New Mexico Temple, Texas 76501

Compliance

1 have audited the compliance of the Town of Vaughn, with the types of compliance requirements described in the
U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to
each of its major federal programs for the year ended June 30, 2007. The Town of Vaughn’s major federal
programs are identified in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable to each
of its major federal programs is the responsibility of The Town of Vaughn’s management. My responsibility is to
express an opinion on the Town of Vaughn’s compliance based on my audit.

I conducted my audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial andits contained in Governmental Auditing Standards issued by
the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments and
Non-Profit Organizations. Those standards and OMB Circular A-133 require that 1 plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about the Town of Vaughn’s compliance with those requirements and
performing such other procedures as I considered necessary in the circumstances. I believe that my andit provides
a reasonable basis for my opinion. My audit does not provide a legal determination on the Town of Vaughn’s
compliance with those requirements.

In my opinion, the Town of Vaughn complied, in all material respects, with the requirements referred to above
that are applicable to each of its major federal programs. The results of my auditing procedures disclosed no
instances of noncompliance with those requirements, which are required to be reported in accordance with OMB

Circular A-133.

Internal Control Over Compliance

The management of the Town of Vaughn is responsible for establishing and maintaining effective internal control
over compliance with requirements of laws, regulations, contracts, and grants applicable to federal programs. In
planning and performing my audit, I considered the Town of Vaughn’s control over compliance with
requirements that could have a direct and material effect on a major federal program in order to determine my
auditing procedures for the purpose of expressing my opinion on compliance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, I do not express an
opinion of the effectiveness of the Town’s internal control over compliance.
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A control deficiency in an entity’s 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 type of compliance requirement of a federal program on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
Town of Vaughn’s ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more inconsequential will not
be prevented or detected by the entity’s internal control. I consider the deficiencies in internal control over
compliance described in the accompanying schedule of findings and questioned costs as finding 2007-05 to be a

significant deficiency.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal program
will not be prevented or detected by the entity’s internal control.

My 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 might be significant
deficiencies or material weaknesses. I did not identify any deficiencies in internal control over compliance that I
consider to be material weaknesses, as designed above.

The Town of Vaughn’s response to the finding identified in my audit.are described in the accompanying schedule
of findings and questioned costs. I did not audit the Town of Vaughn’s response and, accordingly, I express no

opinion on it.

This report is intended solely for the information and use of the Town of Vaughn Council, Mayor, Office of the
New Mexico State Auditor, the New Mexico State Legislature, the New Mexico Department of Finance, and
federal awarding agencies and pass-through entities and is not to be and should not be used by anyone other thatn

those entities.

Calhoon Accounting & Tax Services -
Estancia, New Mexico
May 31, 2012
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FINDINGS AND QUESTIONED COSTS
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State of New Mexico
TOWN OF VAUGHN
SUMMARY OF AUDITOR’S RESULTS
For the Year Ended June 30, 2007

SUMMARY OF AUDITOR’S RESULTS
Financial Statements
Type of auditor’s report issued: Qualified

Internal control over financial reporting:

Material weakness identified: yes D no
Significant deficiencies identified that are not

considered to be material weaknesses: yes I:I no

Noncompliance material to financial statements noted? [ ]yes no

Federal Awards

The names of the major programs audited are:

FAA Grant #3-35-0509-004-206 Vaughn Municipal Airport CFDA 20.106 -

The dollar threshold used to distinguish between Type A and Type B programs was $300,000.

The Town of Vaughn does not qualify as a low risk auditee.

Internal Control over major programs:
Material weakness identified? [:I yes no
Significant deficiencies identified that are not

considered to be material weaknesses: yes [ ]no

Any audit findings disclosed that are required to be
reported in Accordance with OMB circular A-133,

section 510(a)? D yes no

Type of auditor’s report issued on compliance for major
Programs: Unqualified
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State of New Mexico
TOWN OF VAUGHN
SCHEDULE OF FINDING AND QUESTIONED COSTS
For the Year Ended June 30, 2007

FINANCIAL STATEMENT FINDINGS

Prior Year Findings Status
2002-05 Debt Service Fund Repeated
2002-12 Timeliness of Audit Report Repeated
2002-25 Expenditures in Excess of Budget Repeated
2003-02 Funds Omitted From DFA Quarterly Report Repeated
2003-09 Late Filing of Proposed Budget for Next Fiscal Year Repeated
2006-01 Debt Payoff Not Recorded Resolved
2006-02 Cash Receipts Missing Resolved
2006-03 Management’s Discussion and Analysis Not Included Repeated

Current Year Findings

2007-01 Capital Assets

2007-02 Trial Balance

2007-03 Pledged Coliateral

2007-04 Omission of Component Unit

FEDERAL PROGRAM FINDINGS

Program:
US Department of Transportation — FAA Grant #3-35-0509-004-2006 Vaughn Municipal Airport CFDA 20.106.

Compliance:
2007-05 Timeliness of Filing Federal Audit Clearinghouse

Internal Control:

None Noted
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State of New Mexico
TOWN OF VAUGHN
SCHEDULE OF FINDING AND QUESTIONED COSTS (continued)
For the Year Ended June 30, 2007

2002-05 Debt Service Fund

Criteria: The payments the Town is making on a fire truck and station improvements should be accounted for in
a separate fund, a Debt Service Fund.

Condition: The Town is not including in its reporting to the State of New Mexico Department of Finance and
administration payments made to reduce debt and pay finance costs within its debt service fund.

Cause: The staff of the Town were unaware of how to properly account for the retirement of the debt.
Effect: All the financial activities of the Town are not being properly reported on their periodic quarterly reports.

Recommendation: The Town should properly account for the payments for the fire truck in a Debt Service
Fund.

Management’s response: All intercept agreements will be reported in a Debt Service Fund on all Quarterly
Reports to DFA.

2002-12 Timeliness of Audit Report

Criteria: Governmental entities, agencies, and committees review the reports and prefer to do so in a timely
manner. The SAO Rule, NMAC 2.2.2.9 A (1)(d) establishes a due date of December 1 for the audit reports of

municipalities.

Condition: The New Mexico State Auditor requires the audit to be completed and submitted to his office by
December 1, 2007, the report is past due.

Cause: The Independent Auditor was contracted years after the audit due date.

Effect: The audit was filed late.

Recommendation: The Town and its auditor will work together to get the town’s audits caught up so that future
audits can be completed timely in accordance with state requirements.

Management’s response: The Town is working with the auditor to get the audits caught up and filed in a timely

manner.
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State of New Mexico
TOWN OF VAUGHN
SCHEDULE OF FINDING AND QUESTIONED COSTS (continued)
For the Year Ended June 30, 2007

2002-25 Expenditures In Excess of Budgets

Criteria: State Statute, 6-6-6, NMSA 1978 requires the expenditures of public bodies not to exceed budget
authority.

Condition: The town of Vaughn’s actual expenditures exceeded the budgeted authority in the following funds:

Revised Actual Overspent

Name Number Budget Expenditures Amount
EMS Fund 206 7,300 8,863 1,563
Fire Fund 209 52,065 171,886 119,821
Law Enforcement Fund 211 20,000 37,464 17,464
Street Fund 216 127,029 574,792 447,763
Ambulance Fund 509 23,075 50,266 27,191
Solid Waste Fund 504 44,304 44,382 78
Water & Sewer Fund 505 219,087 288,616 76,727

Cause: The Town policies and procedures do not prevent over expenditure of funds and do not require budget
adjustments when necessary.

Effect: The Town is in violation of applicable laws, regulations and policies established by the Town, State and
Department of Finance and Administration.

Recommendation: Management implement procedures to prevent budget over expenditures.

Management’s response: Budget adjustment request will be made in a timely manner and the budget will be
monitored more closely.
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State of New Mexico
TOWN OF VAUGHN
SCHEDULE OF FINDING AND QUESTIONED COSTS (continued)
For the Year Ended June 30, 2007

2003-02 Funds Omitted From DFA Quarterly Report

Criteria: Quarterly reports to DFA must include all funds which the Town has ownership and control. The
required funds include general funds, special revenue funds, debt service funds, capital project funds and

proprietary funds.

Condition: Quarterly reports to DFA did not include all Town funds required for the report. Activity for the
Debt Service Fund, Street Fund and Airport Capital Project Fund was not completely included in the Town’s

reports.

Cause: The funds excluded from the DFA report were overlooked and because administrative staff did not know
the reporting requirements.

Effect: The reports to DFA are misstated to the extent of funds not reported.

Recommendation: The Town administration should prepare a checklist of funds to be included in the quarterly
report to the DFA to prevent the omission of an funds from the report. When monies are received or expended it
should be checked against the budget and recorded appropriately.

Management’s response: All funds will be included in the Quarterly Reports to DFA. A checklist of all funds
will be used to ensure all funds are included.

2003-09 Late Filing of Proposed Budget for Next Fiscal Year

Criteria: All local public bodies are required by the Local Government Division of the Department of Finance
and Administration to submit a proposed budget for the next fiscal year on or before June 1 of each year (State
Statutes 6-6-2, NMSA. 1978 Compilation).

Condition: A proposed budget for fiscal year ending June 30, 2007 was not submitted in a timely manner to the
Local Government Division of the Department of Finance and Administration.

Cause: Unknown.
Effect: The Town will not be authorized to make expenditures of public money without an approved budget,

Recommendation: The proposed budget should be prepared and submitted to the Local Government Division of
the Department of Finance and Administration for their approval on a timely basis. The approved proposed
budget can be used by the Town pending approval of the final budget.

Management’s response: The best attempt to get this filed in a timely manner will be taken.
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State of New Mexico
TOWN OF VAUGHN
SCHEDULE OF FINDING AND QUESTIONED COSTS (continued)
For the Year Ended June 30, 2007

2006-03 Management’s Discussion and Analysis (MD&A) Not Included

Criteria: GASB 34 requires that MD&A be included in the financial statements.

Condition: MD&A is a required element of the Financial Statements is not included.

Cause: There is a lack of understanding of the requirements of GASB 34 in financial reporting.
Effect: The Town is unable to produce all the required elements of complete financial reporting.

Recommendation: The Town should consider hiring an accounting firm or knowledgeable personnel to prepare
the required information and financial statements.

Management’s response: The Town will attempt to complete its MD&A in the future.

2007-81 Capital Assets

Criteria: Per state statute 12-6-10, NMSA 1978 and regulation 2.20,1.15 NMAC, the town should establish
controls over its fixed assets for the primary purpose of safeguarding them and establishing accountability for
their custody and use. Assets must be properly capitalized, classified, valued and depreciated.

Condition: The Town does not have a complete listing of capital assets and has not calculated and recorded
depreciation expense on those assets.

Cause: The Town has not kept a complete inventory of their capital assets.

Effect: The failure to maintain adequate capital asset records results in the inability of the Town to maintain
control over the capital assets and also results in the Town being noncompliant with sate requirements.

Recommendation: I recommend that the Town complete an inventory of all their capital assets, including
infrastructure and update it annually for any additions or dispositions of assets. Also, those capital assets must be
depreciated according to state requirements.

Management’s response: The Town previously had a list but submitted it to a previous auditor and is unable to
retrieve this listing. The Town will work on recreating the previous asset list and maintain it on an ongoing basis.
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State of New Mexico
TOWN OF VAUGHN
SCHEDULE OF FINDING AND QUESTIONED COSTS (continued)
For the Year Ended June 30, 2007

2007-02 Trial Balance

Criteria: Good accounting practices indicate that the Town’s books should be maintained in such a way thata
general ledger which balances out by fund be available.

Condition: The Town does not maintain a general ledger which balances by fund.

Cause: The Town’s books are maintained in multiple files which must be pieced together and divided into funds
to prepare a general ledger. Records are kept in multiple locations and not filed in a systematic manner.

Effect: The result is that the Town doesn’t have an accurate day to day general ledger with which to make
decisions. The general ledger is difficult to piece together and requires additional time for the auditor to complete

the audit.

Recommendation: Irecommend the Town maintain accounting software so that all transactions are recorded in
one file by fund to ensure funds balance to zero. Accounting records should be maintained in one location and
made available to the auditor in a more timely manner.

Management’s response: The Town is now maintaining records in Quickbooks software which should help
maintain accurate and timely records that balance by fund. Accounting records are being accumulated and
brought to one location and filed in the correct fiscal year.

2007-03 Pledged Collateral

Criteria: NMAC 2.2.2.10 N (5)(b) requires entities to obtain pledged collateral from depository institutions for
at least 50% of its uninsured balances.

Condition: The Town is under collateralized at Wells Fargo Bank.

Cause: Although the Town acted appropriately by obtaining a pledged collateral certificate, the total of the 17
checking accounts at Wells Fargo Bank exceeded FDIC limits and pledged collateral was not secured for the

Town.
Effect: The Town is at risk for a loss of funds and in violation of NMAC 2.2.2.10-N (5)(b).

Recommendation: the Town should continue to monitor its depository accounts as it relates to uninsured

balances.

Management’s response: The Town will monitor its depository accounts with Wells Fargo Bank in the future
to insure the Town is fully collateralized as required.
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State of New Mexico
TOWN OF VAUGHN
SCHEDULE OF FINDING AND QUESTIONED COSTS (continued)
For the Year Ended June 30, 2007

2007-64 Omission of Component Unit

Criteria: The Housing Authority is a component unit of the Town of Vaughn and has not completed an audit for
the June 30, 2007 fiscal year.

Condition: Omission of financial information of the Housing Authority.

Cause: No audit has been completed for the Housing Authority due to the unavailability of accounting records.
In 2010 the Housing Authority is no longer a component unit of the Town of Vaughn

Effect: The Town is omitting financial information of the Housing Authority.
Recommendation: Accounting records be kept in a more secure area and performing andits on a timely basis.

Management’s response: The Town is working with the current auditor to get the audits current.

FAA Grant #3-35-0509-004-206 Vanghn Municipal Airport CFDA 20.106

2007-05 Timeliness Of Filing Federal Audit Clearinghouse

Condition: The Town of Vaughn has not filed the required reports with the Federal audit Clearinghouse on a
timely basis.

Criteria: Section .320 of OMB Circular A-133 requires submission of the financial statements, schedule of
expenditures of federal awards and other related documents within nine months of the fiscal year end.

Cause: An auditor was not procured in a timely manper.
Effect: Timely information regarding program expenditures is not available to financial statement users.
Recommendation: The Town of Vaughn should procure an auditor on a timely basis.

Management’s response: The Town of Vaughn is working with the current auditor to get the audits up to date
and completed more timely in the future.
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State of New Mexico
TOWN OF YAUGHN
EXIT CONFERENCE
For the Year Ended June 30, 2007

EXIT CONFERENCE

An exit conference was held in the offices of the Town of Vaughn in Vaughn, New Mexico on May 31, 2012.
Those attending were Paul Madrid Jr., Mayor, Carmen Sisneros, Clerk/Treasurer, Paula Foote, Assistant Clerk
and Renea L. Calhoon, CPA. The financial statements and audit report were discussed.

The financial statements presented in this report were prepared by the auditor, Calhoon Accounting and Tax
Services.
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