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FINANCIAL STATEMENTS



STATE OF NEW MEXICO
TOWN OF VAUGHN

Statement of Net Position
June 30, 2018

Statement 1
Page 1 of 2

Governmental Business Type
Activities Activities Total

ASSETS
  Current Assets

Cash 822,748$      204,623$      1,027,371$     
Accounts receivable (net   
  of uncollectible accounts) 109,735       37,340        147,075        
Due from other funds 4,082         -             4,082          

Total current assets 936,565       241,963       1,178,528      

  Non-current assets
Restricted assets (cash) 37,668        33,803        71,471         
Customer Meter Deposits -             20,140        20,140         

Total non-current assets 37,668        53,943        91,611         

Land 171,465       135,582       307,047        
Land improvements 5,420,163     29,022        5,449,185      
Buildings and improvements 2,348,193     34,159        2,382,352      
Vehicles 264,099       23,403        287,502        
Heavy equipment 1,322,093     710,153       2,032,246      
Equipment 255,385       216,964       472,349        
Plant/Infrastructure 959,770       6,345,817     7,305,587      

Total capital assets 10,741,168    7,495,100     18,236,268     

Less accumulated depreciation (5,335,248)    (4,677,461)    (10,012,709)    

Total capital assets (net of

  accumulated depreciation) 5,405,920     2,817,639     8,223,559      

  Deferred outflows of resources
  related to pension 67,326        -             67,326         

Total assets 6,447,479$    3,113,545$    9,561,024$     

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

Statement of Net Position
June 30, 2018

Statement 1

Page 2 of 2

Governmental Business Type
Activities Activities Total

LIABILITIES AND NET ASSETS
  Current Liabilities

Accounts payable -$            217,570$      217,570$       
Current portion of bonds payable -             9,000         9,000          
Current portion of loan payable -             485           485            
Customer meter deposits payable
  from restricted assets -             20,140        20,140         
Due to other funds 936           4,082         5,018          

Total current liabilities 936           251,277       252,213        

  Non-Current Liabilities
Compensated absences payable 6,292         2,882         9,174          
Bonds payable -             420,000       420,000        
Loan payable 231,739       11,753        243,492        
Net pension liability 234,968       -             234,968        
Landfill closure -             64,650        64,650         

Total non-current liabilities 472,999       499,285       972,284        

Total liabilities 473,935       750,562       1,224,497      

  Deferred Inflows
Deferred inflows of resources
  related to pension 19,562        -             19,562         

Total deferred inflows 19,562        -             19,562         

  Net Position
Net investment in capital assets 5,174,181     2,388,639     7,562,820      
Restricted for:
 State mandated cash balance 37,417        -             37,417         
 Special revenue fund 774,582       -             774,582        
 Capital outlay 250           -             250            

  Debt service 1             27,775        27,776         
 Landfill -             (70,860)       (70,860)        
Unrestricted (32,449)       17,429        (15,020)        

Total net position 5,953,982     2,362,983     8,316,965      

Total liabilities and net position 6,447,479$    3,113,545$    9,561,024$     

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO Statement 2
TOWN OF VAUGHN

Statement of Activities
Year Ended June 30, 2018

Net (Expenses) Revenue and
Program Revenues Changes in Net Position

Operating Capital
Charges for Grants and Grants and Governmental Business-Type

Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Primary government:
Governmental activities:

General government 548,225$      11,024$      148,532$    11,208$      (377,461)$     -$            (377,461)$     
Highways and streets -             -            -           -            -             -             -             
Public safety 175,180       56,833       187,048     17,344       86,045        -             86,045        

Health and welfare -             -            -           -            -             -             -             

Culture and recreation 59,194        3,121        68,537      -            12,464        -             12,464        
Depreciation - unallocated 439,537       -            -           -            (439,537)      -             (439,537)      

Interest -             -            -           -            -             -             -             

Total governmental activities 1,222,136     70,978       404,117     28,552       (718,489)      -             (718,489)      

Business-type activities:

Joint utilities 544,259       288,095      2,990       -            -             (253,174)      (253,174)      

Landfill closure 69,838        -            -           69,838       -             -             -             

Total business-type activities 614,097       288,095      2,990       69,838       -             (253,174)      (253,174)      

   Total all activities 1,836,233$    359,073$     407,107$    98,390$      (718,489)      (253,174)      (971,663)      

General Revenues:

Property taxes 64,577        -             64,577        

Lodgers tax 58,351        -             58,351        

Gross receipts taxes 253,763       -             253,763       

MVD Fees 1,793         -             1,793         

Gasoline taxes 52,185        -             52,185        

State aid not restricted to special purpose

  General 90,000        -             90,000        

Investment earnings 949           21            970           

Transfers -             -             -             

Total general revenues 521,618       21            521,639       

Change in net position (196,871)      (253,153)      (450,024)      

Net position - beginning of year 6,150,853     2,628,374     8,779,227     

Restatement -             (12,238)       (12,238)       

Net position - beginning of year - restated 6,150,853     2,616,136     8,766,989     

Net position - ending 5,953,982$    2,362,983$    8,316,965$    

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

Governmental Funds
June 30, 2018

Statement 3

Other Total
Fire Protection Streets Lodgers Tax Ambulance Fund Governmental Governmental

General Fund Fund Fund Fund Fund Funds
ASSETS

Cash on deposit 159,802$  72,787$      294,594$     186,043$     93,135$       54,055$       860,416$      
Accounts receivable 34,442    -            4,628        5,097        21,399        44,169        109,735       
Due from other funds 49,476    19,669       14,455       -            4,082         8,520         96,202        

Total assets 243,720$  92,456$      313,677$     191,140$     118,616$      106,744$      1,066,353$    

LIABILITIES
Accounts payable -$        -$           -$           -$           -$            -$            -$            
Due to other funds 43,580    -            -            -            -             49,476        93,056        

Total liabilities 43,580    -            -            -            -             49,476        93,056        

FUND BALANCE
Restricted for:
  Fire protection -         92,205       -            -            -             11,201        103,406       
  Highways and streets -            313,677      -            -             -             313,677       
  Corrections -         -            -            -            -             12,968        12,968        
  Recreation services -         -            -            191,140      -             28,796        219,936       
  Public safety -         -            -            -            118,616       5,979         124,595       
  Reserves 37,417    -            -            -            -             -             37,417        
  Capital outlay -         250          -            -            -             -             250           
  Debt service -         1            -            -            -             -             1             
Committed -         -            -            -            -             -             -             
Assigned -         -            -            -            -             -             -             
Unassigned 162,723   -            -            -            -             (1,676)        161,047       

Total fund balance 200,140   92,456       313,677      191,140      118,616       57,268        973,297       

Total liabilities
  and fund balance 243,720$  92,456$      313,677$     191,140$     118,616$      106,744$      1,066,353$    

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO Statement 4
TOWN OF VAUGHN

Reconciliation of the Balance Sheet - Governmental Funds
to the Statement of Net Position

June 30, 2018

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

Total fund balances - governmental funds 973,297$      

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 10,741,168    

Accumulated depreciation (5,335,248)    

5,405,920     
Long-term and certain other liabilities, including
bonds payable, are not due and payable in the 
current period and therefore are not reported as liabilities
in the funds.  Long-term and other liabilities at year-end
consist of:

Loans payable (231,739)      

Compensated absences (6,292)        

(238,031)      
Some liabilities, including net pension obligations,
are not due and payable in the current period and
therefore, are not reported in the funds

Net pension liability (234,968)      

Deferred outflows and inflows or resources related 
to pensions are applicable to future periods and therefore,
are not reported in the funds 47,764        

Net position of governmental activities 5,953,982$    

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

Governmental Funds
Statement of Revenues, Expenditures and Changes in Fund Balances

For the year ended June 30, 2018

Statement 5

Other  Total 
Fire Protection Streets Lodgers Tax Ambulance Governmental  Governmental 

 General Fund Fund Fund Fund Funds  Funds 
REVENUES

Taxes 64,577$     -$          -$          -$          -$          -$           64,577$         
Lodgers tax -           -           -           58,351      -           -            58,351          
Franchise taxes -           -           -           -           -           -            -               
Gas tax -           -           52,185      -           -           -            52,185          
MVD 1,793       -           -           -           -           -            1,793           
Charges for services 9,764       -           -           -           23,601      3,756        37,121          
Fines and forfeitures 27,332      -           -           -           -           5,900        33,232          
Licenses and permits 625         -           -           -           55,867      -            56,492          
Local sources 148,532     -           -           -           21,319      -            169,851         
State sources 107,344     84,262      -           -           -           89,630       281,236         
Federal sources -           -           -           -           -           15,715       15,715          
State shared taxes 253,763     -           -           -           -           -            253,763         
Earnings from investments -           949         -           -           -           -            949             

Total revenues 613,730     85,211      52,185      58,351      100,787     115,001      1,025,265       

EXPENDITURES
Current:

General government 481,722     -           14,402      -           -           13,164       509,288         
Highways and streets -           -           -           -           -           -            -               
Public safety 60,316      82,996      -           -           17,248      14,620       175,180         
Culture and recreation -           -           -           26,651      -           32,543       59,194          

Capital outlay 180,316     349,355     -           20,634      -           41,901       592,206         
NMFA principal -           -           -           -           -           -            -               
NMFA interest -           -           -           -           -           -            -               

Total expenditures 722,354     432,351     14,402      47,285      17,248      102,228      1,335,868       

Excess (deficiency) of revenue

over expenditures (108,624)    (347,140)    37,783      11,066      83,539      12,773       (310,603)        

OTHER FINANCING SOURCES (USES)

Transfers in -           -           -           -           -           -            -               
Transfers out -           -           -           -           -           -            -               
Loan proceeds -           231,739     -           -           -           -            231,739         

Total other financing sources -           231,739     -           -           -           -            231,739         

Net change in fund balances (108,624)    (115,401)    37,783      11,066      83,539      12,773       (78,864)         

Fund balance beginning of year 308,764     207,857     275,894     180,074     35,077      44,495       1,052,161       

Fund balance end of year 200,140$    92,456$     313,677$    191,140$    118,616$    57,268$      973,297$        

The accompanying notes are an integral part of these financial statements. 10



STATE OF NEW MEXICO Statement 6
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, 2018

Net change in fund balances - total governmental funds (78,864)$      

Amounts reported for governmental activities in the

Statement of Activities are different because:

Capital outlays to purchase or build capital

assets are reported in governmental funds as

expenditures.  However,  for governmental

activities those costs are shown in the statement

of net assets and allocated over their estimated

useful lives as annual depreciation expenses in the

statement of activities.  This is the amount by which

capital outlays exceeds depreciation expense in the period.

Capital outlays 575,406        

Depreciation expense (439,537)       

Excess of capital outlay over depreciation expense 135,869       

Governmental funds report pension contributions as

expenditures.  However, in the Statement of Activities,

the cost of pension benefits earned net of employee

contributions is reported as pension expense.

Pension contributions 13,016        

Pension expense (34,186)       

The issuance of long-term debt (e.g. loans) provides

current financial resources to governmental funds

while the repayment of the principal of long-term debt

consumes the current financial resources of governmental

funds.

Loan proceeds (231,739)       

Repayment of long-term debt -              

(231,739)      

In the Statement of Activities, certain operating

expenses are measured by the amount incurred 

during the year.  In the fund financial statements

however, expenditures are measured by the amount

of financial resources used (essentially the amounts

actually paid).  The (increase) decrease in the 

liabilities for the year were:

Compensated absences payable (967)          

Change in net position of governmental activities (196,871)$     

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

11



Statement 7

STATE OF NEW MEXICO
TOWN OF VAUGHN
General Fund

Statement of Revenues and Expenditures -
Budget and Actual (Non-GAAP Budgetary Basis)

Year Ended June 30, 2018

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

REVENUES
Taxes 52,000$     57,000$    64,577$    7,577$     
Franchise taxes -           -          -          -          
Gas taxes -           -          -          -          
MVD 1,700       2,300      1,793      (507)       
Charges for services 2,500       10,000     9,764      (236)       
Fines and forfeitures 10,000      30,000     27,332     (2,668)     
Licenses and permits 700         700        625        (75)        
Local sources 2,000       13,824     148,532    134,708    
State sources 90,000      186,779    107,344    (79,435)    
Federal sources -           -          -          -          
State shared taxes 198,000     406,500    253,763    (152,737)   
Earnings from investments -           -          -          -          

Total revenues 356,900$    707,103$   613,730$   (93,373)$   

EXPENDITURES
General government 412,000$    458,436$   662,038$   (203,602)$  
Public safety 27,000      52,000     60,316     (8,316)     
Highways & Streets -           -          -          -          
Culture and recreation 10,000      25,000     -          25,000     

Total expenditures 449,000$    535,436$   722,354$   (186,918)$  

BUDGETED CASH BALANCE 92,100$     -$         

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

STATE OF NEW MEXICO
TOWN OF VAUGHN

Special Revenue - Fire Protection Fund
Statement of Revenues and Expenditures -

Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2018

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

REVENUES
State sources 58,467$   58,467$   64,593$   6,126$    
Earnings from investments 87        87        949       862       

Total revenues 58,554$   58,554$   65,542$   6,988$    

EXPENDITURES
Public safety -$        -$        432,351$  (432,351)$ 

Total expenditures -$        -$        432,351$  (432,351)$ 

OTHER FINANCING SOURCES
Loan proceeds -$        -$        231,739$  231,739$  

Total other financing sources -$        -$        231,739$  231,739$  

BUDGETED CASH BALANCE -$        -$        

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

STATE OF NEW MEXICO
TOWN OF VAUGHN

Special Revenue - Streets Fund
Statement of Revenues and Expenditures -

Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2018

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

REVENUES
Gas taxes 33,879$   33,879$   51,911$   18,032$   

Total revenues 33,879$   33,879$   51,911$   18,032$   

EXPENDITURES
Highways and streets 65,879$   65,879$   14,402$   51,477$   

Total expenditures 65,879$   65,879$   14,402$   51,477$   

BUDGETED CASH BALANCE 32,000$   32,000$   

The accompanying notes are an integral part of these financial statements.
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Statement 10

STATE OF NEW MEXICO
TOWN OF VAUGHN

Special Revenue - Lodgers Tax Fund
Statement of Revenues and Expenditures -

Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2018

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

REVENUES
Lodgers tax 63,772$   63,772$   58,040$   (5,732)$   

Total revenues 63,772$   63,772$   58,040$   (5,732)$   

EXPENDITURES
Culture and recreation 63,772$   63,772$   47,286$   16,486$   

Total expenditures 63,772$   63,772$   47,286$   16,486$   

BUDGETED CASH BALANCE -$        -$        

The accompanying notes are an integral part of these financial statements.
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Statement 11

STATE OF NEW MEXICO
TOWN OF VAUGHN

Special Revenue - Ambulance Fund
Statement of Revenues and Expenditures -

Budget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2018

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

REVENUES
Charges for services 41,200$   41,200$   17,565$   (23,635)$  
Local sources 48,000    48,000    55,867    7,867     
State sources -         -         3,803     3,803     
Earnings from investments 9         9         -         (9)        

Total revenues 89,209$   89,209$   77,235$   (11,974)$  

EXPENDITURES
Public safety 86,730$   86,730$   11,518$   75,212$   

Total expenditures 86,730$   86,730$   11,518$   75,212$   

BUDGETED CASH BALANCE -$        -$        

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

Proprietary Funds
Statement of Net Position

June 30, 2018

Statement 12

Landfill
Joint Utilities Closure

Fund Fund Total
ASSETS
  Current Assets

Cash on deposit 204,623$           -$            204,623$      
Accounts receivable (net) 37,340             -             37,340        

Total Current Assets 241,963            -             241,963       

  Non-Current Assets

Restricted Assets (Cash) 27,775             6,028         33,803        
Customer meter deposits 20,140             -             20,140        

Total Non-Current Assets 47,915             6,028         53,943        

 Capital Assets
  Land 135,582            -             135,582       
  Land improvements 29,022             -             29,022        
  Buildings and Improvements 34,159             -             34,159        
  Equipment 216,964            -             216,964       
  Heavy equipment 710,153            -             710,153       
  Vehicles 23,403             -             23,403        
  Plant/infrastructure 6,345,817          -             6,345,817     
  Accumulated depreciation (4,677,461)         -             (4,677,461)    

Total Capital Assets 2,817,639          -             2,817,639     

Total Assets 3,107,517$         6,028$        3,113,545$    

LIABILITIES

  Current Liabilities
Accounts payable 217,570$           -$            217,570$      
Accrued interest -                  -             -             
Current portion of loan payable -                  485           485           
Current portion bonds payable 9,000              -             9,000         
Customer meter deposits/utility aid
  payable from Restricted Assets 20,140             -             20,140        
Due to other funds 4,082              -             4,082         

Total Current Liabilities 250,792            485           251,277       

  Long-Term Liabilities
Compensated absences payable 2,882              -             2,882         
Loan payable -                  11,753        11,753        
Bonds payable 420,000            -             420,000       
Landfill closure -                  64,650        64,650        

Total Long-Term Liabilities 422,882            76,403        499,285       

Total Liabiliites 673,674            76,888        750,562       

NET POSITION
Net investment in capital assets 2,388,639          -             2,388,639     
Restricted for repair and replacement -                  -             -             
Restricted for landfill closures -                  (70,860)       (70,860)       
Restricted for debt service 27,775             -             27,775        
Unrestricted 17,429             -             17,429        

Total Net Position 2,433,843          (70,860)       2,362,983     

Total Liabilities and
  Net Position 3,107,517$         6,028$        3,113,545$    

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

Proprietary Funds
Statement of Revenues, 

Expenses and Changes in Fund Net Position
For the Year Ended June 30, 2018

Statement 13

Landfill
Joint Utilities Closure

Fund Fund Total

OPERATING REVENUES
Sales and services 288,095$     -$         288,095$    
Local source -            -          -           
State sources -            69,838     69,838      
State shared taxes -            -          -           

Total operating revenue 288,095      69,838     357,933     

OPERATING EXPENSES
Maintenance and operations 234,959      -          234,959     
Other operating expenses -            69,838     69,838      
Depreciation 289,635      -          289,635     

Total operating expenses 524,594      69,838     594,432     

Operating income (loss) (236,499)     -          (236,499)    

NON-OPERATING REVENUE (EXPENSE)
Investment income -            21         21          
Investment expense (19,665)      -          (19,665)     
Transfers in -            -          -           
Transfers out -            -          -           
State grant 2,990        -          2,990       
Loan proceeds -            -          -           

Total Non-Operating Revenue
  (Expense) (16,675)      21         (16,654)     

Change in Net Position (253,174)     21         (253,153)    

Total net position, beginning of year 2,622,367    6,007      2,628,374   

Restatement 64,650       (76,888)    (12,238)     

Net position, beginning of year - restated 2,687,017    (70,881)    2,616,136   

Total net position, end of year 2,433,843$   (70,860)$   2,362,983$  

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

Proprietary Funds
Statement of Cash Flows

For the Year Ended June 30, 2018

Statement 14

Landfill
Joint Utilities Closure

Fund Fund Total
CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from customers 288,095$   -$          288,095$    
Cash received from other sources -          69,838      69,838      
Cash payments to employees and to
  suppliers for goods and services (232,860)   (69,838)     (302,698)    

Net cash provided by operating
 activities 55,235     -           55,235      

CASH FLOWS FROM CAPITAL AND
  RELATED FINANCING ACTIVITIES:

Loan proceeds -          -           -           
Principal paid (8,000)     -           (8,000)      
Interest paid (19,665)    -           (19,665)     
Acquisition of capital assets (16,237)    -           (16,237)     

Net cash provided (used) by capital
 and related financing activities (43,902)    -           (43,902)     

CASH FLOWS FROM NONCAPITAL

 FINANCING ACTIVITIES:

  Cash received from state grants 2,990      -           2,990       
  Cash received from federal grants -          -           -           
  Operating transfers from other funds -          -           -           
  Operating transfers to other funds -          -           -           

Net cash provided (used) by

  noncapital financing activities 2,990      -           2,990       

CASH FLOWS FROM INVESTING ACTIVITIES:
Investment income -          21          21          

Net cash provided by investing
 activities -          21          21          

Net increase (decrease) in cash 14,323     21          14,344      

Cash, beginning of year 238,215    6,007       244,222     

Cash, end of year 252,538$   6,028$      258,566$    

RECONCILIATION OF OPERATING
 INCOME TO NET CASH PROVIDED
 BY OPERATING ACTIVITIES:

Operating income (loss) (236,499)$  -$          (236,499)$   
Adjustments to reconcile operating   
 income to net cash provided by
 operating activities:

Depreciation 289,635    -           289,635     
Changes in assets and liabilities:

(Increase) decrease in receivables -          -           -           
Increase (decrease) in accounts payable -          -           -           
Increase (decrease) in meter deposits payabl 790        790         
Increase (decrease) in compensated absences 1,309      1,309       
Increase (decrease) due to other funds -          -           -           

Net cash provided (used) by operating activities 55,235$    -$          55,235$     

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

Statement of Fiduciary Assets and Liabilities - Agency Funds
June 30, 2018

Statement 15

Agency
Funds

ASSETS

Due from other funds 936$        

Total Assets 936$        

LIABILITIES

Due to other agencies 936$        

Total Liabilities 936$        

The accompanying notes are an integral part of these financial statements.
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NON-MAJOR SPECIAL REVENUE FUNDS

ALL FUNDS - All funds were created by management directive.

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

RECREATION FUND - To account for the operation and maintenance of
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.

CEMETERY FUND - To account for revenue from the sales of lots and
donations to be uesed for cemetery improvements.  Funding is
authorized by NMSA 58-17-4.

EMS (EMERGENCY MEDICAL SERVICES) FUND - To account for the
operations of emergency services.  Financing is provided from the
State of New Mexico pursuant to the Emergency Medical Services Act
(Authority is NMSA 24-10A-1).

FIRE/WILD LAND FUND - To account for funds used to provide services
to fight wild land fires.  Financing is from the State of New
Mexico Energy, Minerals and Natural Resources Department of
Forestry Division.

CDBG FUND - To account for resources received from a CDBG grant.

SENIORS FUND - To account for program income and expenditures
related to the Senior Citizens program.  The funding is authorized
by NMSA 1978 9-2-5 to 9-2-15.

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



STATE OF NEW MEXICO
TOWN OF VAUGHN

Non-Major Special Revenue Funds
Combining Balance Sheet

June 30, 2018

Statement A-1
1 of 2

Law
Enforcement Fire/
Protection Recreation Cemetery EMS Wild Land

Fund Fund Fund Fund Fund

 ASSETS 
 Cash on deposit 25$          1,973$      5,929$     25$         11,201$     
 Accounts receivable -            -           -          -           -           
Due from other funds -            -           -          -           -           

 Total assets 25$          1,973$      5,929$     25$         11,201$     

 LIABILITIES 

Accounts payable -$           -$          -$         -$          -$          
Due to other funds -            -           -          -           -           

Total Liabilities -            -           -          -           -           

 FUND BALANCE
Restricted 25           1,973       5,929      25          11,201      

Total fund balance 25           1,973       5,929      25          11,201      

Total fund balance and
  liabilities 25$          1,973$      5,929$     25$         11,201$     

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

Non-Major Special Revenue Funds
Combining Balance Sheet

June 30, 2018

Statement A-1
2 of 2

CDBG Seniors Corrections
Fund Fund Fund Total

 ASSETS 
 Cash on deposit 13,384$      17,070$     4,448$     54,055$     
 Accounts receivable -            44,169      -          44,169      
Due from other funds -            -           8,520      8,520       

 Total assets 13,384$      61,239$     12,968$    106,744$    

 LIABILITIES 

Accounts payable -$           -$          -$         -$          
Due to other funds 15,060       34,416      -          49,476      

Total Liabilities 15,060       34,416      -          49,476      

 FUND BALANCE
Restricted (1,676)       26,823      12,968     57,268      

Total fund balance (1,676)       26,823      12,968     57,268      

Total fund balance and
  liabilities 13,384$      61,239$     12,968$    106,744$    

The accompanying notes are an integral part of these financial statements.
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 STATE OF NEW MEXICO Statement A-2
TOWN OF VAUGHN 1 of 2

Non-Major Special Revenue Funds
Combining Statement of Revenues, Expenditures 

and Changes in Fund Balances
Year Ended June 30, 2018

Law
Enforcement Fire/
Protection Recreation Cemetery EMS Wild Land

Fund Fund Fund Fund Fund
REVENUES

Charges for services -$               -$             635$         -$            -$            
Licenses and permits -                -              -            -             -             
Fines and forfeitures -                -              -            -             -             
Local sources -                -              -            -             -             
State sources 20,600           -              -            5,000         -             
Federal sources -                -              -            -             -             
Earnings from investments -                -              -            -             -             

Total revenues 20,600           -              635          5,000         -             

EXPENDITURES
Current:
  General government -                -              280          -             -             
  Highways and streets -                -              -            -             -             
  Public safety 9,620            -              -            5,000         -             
  Culture and recreation -                -              -            -             -             
Capital outlay -                -              -            -             -             
NMFA principal 11,017           -              -            -             -             
NMFA interest -                -              -            -             -             

Total expenditures 20,637           -              280          5,000         -             

Excess (deficiency) of revenues over
  expenditures (37)              -              355          -             -             

OTHER FINANCING SOURCES (USES)
Transfers in -                -              -            -             -             
Transfers out -                -              -            -             -             
Loan proceeds -                -              -            -             -             

Total other financing 
  sources (uses) -                -              -            -             -             

Net change in fund balance (37)              -              355          -             -             

Fund balance, beginning of year 62               1,973          5,574        25            11,201        

Fund balance, end of year 25$              1,973$         5,929$       25$           11,201$       

The accompanying notes are an integral part of these financial statements.
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 STATE OF NEW MEXICO Statement A-2
TOWN OF VAUGHN 2 of 2

Non-Major Special Revenue Funds
Combining Statement of Revenues, Expenditures 

and Changes in Fund Balances
Year Ended June 30, 2018

CDBG Seniors Corrections
Fund Fund Fund Totals

REVENUES
Charges for services -$               3,121$         -$           3,756$        
Licenses and permits -                -              -            -             
Fines and forfeitures -                -              5,900        5,900         
Local sources -                -              -            -             
State sources -                64,030         -            89,630        
Federal sources 11,208           4,507          -            15,715        
Earnings from investments -                -              -            -             

Total revenues 11,208           71,658         5,900        115,001       

EXPENDITURES
Current:
  General government 12,884           -              -            13,164        
  Highways and streets -                -              -            -             
  Public safety -                -              -            14,620        
  Culture and recreation -                32,543         -            32,543        
Capital outlay -                30,884         -            30,884        
NMFA principal -                -              -            11,017        
NMFA interest -                -              -            -             

Total expenditures 12,884           63,427         -            102,228       

Excess (deficiency) of revenues over
  expenditures (1,676)           8,231          5,900        12,773        

OTHER FINANCING SOURCES (USES)
Transfers in -                -              -            -             
Transfers out -                -              -            -             
Loan proceeds -                -              -            -             

Total other financing 
  sources (uses) -                -              -            -             

Net change in fund balance (1,676)           8,231          5,900        12,773        

Fund balance, beginning of year -                18,592         7,068        44,495        

Fund balance, end of year (1,676)$          26,823$        12,968$      57,268$       

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



Schedule I

STATE OF NEW MEXICO
TOWN OF VAUGHN

SCHEDULE OF THE EMPLOYER'S PROPORTIONATE SHARE OF THE
NET PENSION LIABILITY OF PERA FUND MUNICIPAL GENERAL DIVISION

Public Employees Retirement Association (PERA) Plan
Last 10 Fiscal Years*

Fiscal Year 2018 2017 2016 2015
Measurement Date 2017 2016 2015 2014

Town of Vaughn's
proportion of net pension liability 0.01710% 0.01770% 0.01490% 0.01490%
(asset)

Town of Vaughn's
proportionate share of the net pension 234,968$    282,787$    151,918$     116,236$     
liability (asset)

Town of Vaughn's
covered-employee payroll 175,961$    198,558$    194,585$     165,633$     

Town of Vaughn's
proportionate share of the net pension
liability (asset) as a percentage 74.89% 70.21% 78.07% 70.18%
of its covered-employee payroll

Plan fiduciary net position as a
percentage of the total pension liability 73.74% 69.18% 76.99% 81.29%

*Governmental Accounting Standards Board Statement 68 requires ten years of
historical nformation be presented; however, until a full 10-year trend is
compiled, the statement only requires presentation of information for those
years that information is available. Complete information for the Town of
Vaughn is not available prior to fiscal year 2015, the year the statement's
requirements became effective.

See Independent Auditor's Report
See notes to required supplementary information
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Schedule II

STATE OF NEW MEXICO
TOWN OF VAUGHN

SCHEDULE OF EMPLOYER'S CONTRIBUTIONS
Public Employees Retirement Association (PERA) Plan

PERA Municipal General Division
Last 10 Fiscal Years*

2018 2017 2016 2015

Contractually required contribution 13,016$     14,694$     14,399$     23,275$     

Contributions in relation to the 
contractually required contribution (13,016)     (14,694)     (14,399)     (23,275)     

Contribution deficiency (excess) -$          -$          -$          -$          

Town of Vaughn's
covered-employee payroll 175,961$    198,558$    194,585$    165,633$    

Contributions as a percentage of 
covered-employee payroll 7.4% 7.4% 7.4% 12.27%

*Governmental Accounting Standards Board Statement 68 requires ten
years of historical nformation be presented; however, until a full 10-
year trend is compiled, the statement only requires presentation of
information for those years that information is available. Complete
information for the Town of Vaughn is not available prior to fiscal
year 2015, the year the statement's requirements became effective.

See Independent Auditor's Report
See notes to required supplementary information
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Schedule III

STATE OF NEW MEXICO
TOWN OF VAUGHN

Notes to Required Supplementary Information
June 30, 2018

Changes of benefit terms: The PERA and COLA and retirement
eligibility benefits changes in recent years are described in Note
1 of the PERA’s CFAR. http://www.saaonm.org

Assumptions:  The Public Employees Retirement Association of New
Mexico Annual Actuarial Valuation as of June 2017 report is
available at http://www.nmpera.org/

See Independent Auditor's Report
See notes to required supplementary information



OTHER SUPPLEMENTARY INFORMATION



Schedule IV

STATE OF NEW MEXICO
TOWN OF VAUGHN

Schedule of Changes in Assets
and Liabilities - All Agency Funds

Year Ended June 30, 2018

Balances Balances
June 30, 2017 Additions Deletions June 30, 2018

ASSETS
Cash 1,143$        2,574$       2,781$        936$          

Total assets 1,143$        2,574$       2,781$        936$          

LIABILITIES
Due to other agencies 1,143$        2,574$       2,781$        936$          

Total liabilities 1,143$        2,574$       2,781$        936$          

The accompanying notes are an integral part of these financial statements.
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STATUS OF FINDINGS AND RESPONSES

Prior Year Audit Findings:

1. Accounts Receivable and Accounts Payable - (2010-003) - Repeated

2. Travel Expenditures - (2014-001) - Repeated

3. DFA Report Incorrect - (2016-002) - Repeated

4. Purchase Orders Required - (2016-003) - Repeated 

5. Financial Statements and Disclosures - (2016-004) - Repeated

6. Late Audit Report - (2017-001) - Repeated

7. Town Accounting Software not Adequate to Create Financial
Statements - (2017-002) - Repeated

8. Fund Classifications in Audit Report Different from DFA Report
- (2017-003) - Repeated

9. Transactions Made by Third Parties Not Recorded on Books of
Record - (2017-004) - Repeated

10. State of New Mexico Environment Department Lawsuits - 
(2017-005) - Repeated

11. Transfers Between Bank Accounts and Funds to Cover Payroll -
(2017-006) - Resolved

12. Revenue Resources for Post-Closure Costs of Landfill - 
(2017-007) - Repeated

13. Financial Cost Estimate for the Closure and Post-Closure of
the Landfill - (2017-008) - Repeated

14. Environmental Gross Receipts Tax not Posted to the Books of
Record - (2017-009) - Repeated

15. Deposits Posted/Deposited to the Wrong Fund - (2017-010) -
Repeated

16. Water/Solid Waste Ordinance - (2017-011) - Repeated

17. Outstanding or Uncleared Items on Bank Reconciliations -
(2017-012) - Repeated
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Prior Year Audit Findings continued:

18. Credit Card Charges - (2017-013) - Repeated

19. Ambulance Services - (2017-014) - Repeated

20. Agreement for Ambulance Service Billing and Accounts
Receivable Services - (2017-015) - Repeated

21. Outstanding Utility Receivables - (2017-016) - Repeated

22. Allowance for Doubtful Accounts - (2017-017) - Repeated

23. Water Meter Deposits - (2017-018) - Repeated

24. Meter Deposit Bank Account - (2017-019) - Repeated

25. Checks Written Out of Sequence or Manually Typed - (2017-020)
- Repeated

26. Contracts/Service Agreements Unsigned or Approved by the Mayor
- (2017-021) - Repeated

27. IRS Form 1099 & 1096 Not Being Prepared and Submitted - (2017-
022) - Resolved

28. Payments Made to the IRS - (2017-023) - Resolved

29. Civil Penalties for Late Payments of Federal Payroll Taxes -
(2017-024) - Resolved

30. Salary Budgets - (2017-025) - Repeated

31. Additional Compensation - (2017-026) - Resolved

32. Payments Made After Employee Retired - (2017-027) - Resolved

33. Bank Reconciliations Not Reconciled to the General Ledger/No
Bank Reconciliations Prepared - (2017-028) - Resolved

34. Lodger’s Tax Receipts - (2017-029) - Repeated

35. Lodger’s Tax Expenditures - (2017-030) - Repeated

36. Corrections Fees Not Deposited/Recorded in the Corrections
Fund - (2017-031) - Repeated

37. Amounts Collected on Behalf of the State - (2017-032) -
Repeated

38. Court Fees Not Remitted to the State - (2017-033) - Repeated

39. Outstanding (Unpaid) Citations - (2017-034) - Repeated
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Prior Year Audit Findings continued:

40. Citations Reported on Required AOC and JEC Reports - (2017-035)
- Repeated

41. Citations Received but not Reported on AOC and JEC Reports -
(2017-036) - Repeated

42. Incorrect Charging of Gross Receipts Taxes on Water/Sewer/Solid
Waste Services/No Conservation Fee Remitted - (2017-037) -
Resolved.

43. Budget Overruns - (2017-038) - Repeated

44. Fire Fund Expenditures - (2017-039) - Resolved

45. Expenditures Not Reported - (2017-040) - Resolved

46. Penalties and Interest Charges - (2017-041) - Repeated

47. Chief Procurement Officer - (2017-042) - Resolved

48. Employee Files Not Complete - (2017-043) - Repeated

49. New Hire Reporting - (2017-044) - Resolved

50. Receipt Books - (2017-045) - Repeated

51. Lodger’s Tax Audit - (2017-046) - Repeated

Current Year Audit Findings:

1. Travel Issues - (2018-001)

2. Numerous amounts Due to/from Other Funds not Being Paid Back
(2018-002)

3. Transfers Between Bank Accounts Recroded as Transfers In/Out -
(2018-003)

4. Capital Asset Listing/Depreciation Schedule - (2018-004)

5. Cash Balances for the Water/Sewer/Solid Waste Funds - (2018-005)

6. Missing Documents - (2018-006)

7. Water Conservation Fee - (2018-007)

8. Anti-Donation Violations (2018-008)

9. PERA not Calculated Correctly (2018-009)
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Current Year Audit Findings continued:

10. Department of Workforce Solutions Reports Filed Incorrectly
(2018-010).

11. Public Employees Retirement Association benefits not withheld or
remitted (2018-011).

12. PERA Deduction for Police Officer Incorrect (2018-012)

13. Drug Test Listing (2018-013)
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Accounts Receivable and Accounts Payable - Other Matter
(2010-003)

CONDITION The Town was unable to prepare a complete and
accurate listing of accounts receivable and
accounts payable for any funds.  Town
Management has made no progress in completing
this listing.

CRITERIA According to 2011 Government Auditing
Standards Section 3.40 as well as 6.20.2.13(D)
NMAC, the Town is required to prepare accurate
account balances for financial presentation.

CAUSE Management has not taken proper steps to
ensure these amounts are prepared.

EFFECT Accounts receivable and accounts payable
balances would be understated for various
funds.

RECOMMENDATION The Town should review all outstanding
receipts and expenditures at year end to
ensure they are added to the list of accounts
receivable or accounts payable as necessary.

RESPONSE The Clerk is developing internal policies and
procedures to review all outstanding receipts
and expenditures to determine whether or not
they need to be added to the list of accounts
receivable or accounts payable. The billing
clerk will research and resolve debts on the
utility billing aged balance list. The
Programs Coordinator will RFP for a new
ambulance billing service, including
requirements for regular, accurate statements
in the scope of work. The Town plans to
complete this by December 2020. 
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Travel Expenditures - Significant Deficiency
(2014-001)

CONDITION Credit card purchases for gas coincide with
travel vouchers turned in for the same date.
This appears that the individual got paid
twice for only one day of travel.  Town
Management has made no progress in ensuring
travel payments are only paid once.

CRITERIA A travel voucher can only be used when there
are no other payments/requests for travel/gas.

CAUSE Prior management allowed credit card purchases
to be made without proper documentation and
did not ensure a travel voucher was not
submitted.

EFFECT Individuals are being paid twice for only one
days travel.  This violates DFA regulations
and the Anti-Donation Clause.

RECOMMENDATION Only one type of payment can be used for any
travel.

RESPONSE The Town no longer has a credit card. All
travel expenditures will be paid in accordance
with NMAC 2.42.2. 
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DFA Report Incorrect - Significant Deficiency
(2016-002)

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

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

2. Adjustments shown are not supported or do
not agree to the audit report.

3. Certain beginning cash balances could not
be verified as correct.

4. The Ambulance and Cemetary Funds are
included in the 500 Series but are
reported as Special Revenue Funds in the
audit report.

5. A transfer between the General and
Seniors Funds of $8,900 was not reported.

Management has made no progress in
correcting/preparing the DFA quarterly
reports.

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

CAUSE Prior management was never trained on how this
report should be prepared.  Also, DFA analysts
for the Town have not reviewed these reports
adequately.

EFFECT The amounts reported on the DFA report are
incorrect.

RECOMMENDATION Current management should obtain proper
training and knowledge on how to prepare this
report.

RESPONSE The Town has worked closely with DFA to ensure
that the reports are prepared correctly. The
Clerk has made significant efforts to improve
record-keeping so that appropriate backup
documentation is maintained. Representatives
of DFA visited the Town on 2/4/2020 to provide
additional assistance and will continue to
support the Town with training. This issue
will be resolved for the FY 2019 Audit.
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Purchase Orders Required - Other Matter
(2016-003)

CONDITION Management of the Town prepared a purchase
order after the item/service was purchased
five out of twenty two times for purchase
orders reviewed for the General Fund. 

Also, Purchase Order violations occurred in
several areas.  The are as follows:

1. Several purchase orders could not be
found even though were reported in the
general ledger as issued.

2. An invoice was not present.
3. Purchase orders were written after the

invoice date.

Management has made no progress in ensuring
purchase orders are prepared correctly.

CRITERIA The New Mexico Procurement Code (13-1-28 to
13-1-199) NMSA 1978 require a purchase order
to initiate a purchase and it should be
approved by management prior to any purchases.
This document is used to ensure the Town not
only has budget or budget authority, but cash
to purchase the item.  This document is also
used to provide guidance as to which fund and
account can and will be used.

Also, Purchase order internal controls include:

1. All purchase orders are to be kept and
properly filed for review.

2. All payments must be made from an
invoice.

3. Purchase orders are written before the
good/service is obtained.

CAUSE Prior management did not appear to be aware of
this requirement.  Also management did not
ensure these procedures were in place and
followed.

EFFECT NM Procurement Code is not being followed.
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Also, the lack of enforcing this requirement
may result in non-authorized purchases and/or
purchases that exceed available resources.

Also, goods and/or services could be paid for
without actually receiving them.

 
RECOMMENDATION Management should implement controls to ensure

purchase orders are issued before an
item/service is purchased.

Also, Management should implement procedures
to ensure the conditions above are not
continued.

RESPONSE The Town Clerk developed internal policies and
procedures to ensure that a PO is created
before any goods or services are obtained. The
Assistant Clerk ensures that these procedures
are followed. This matter is resolved as of FY
2019.  
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Financial Statements and Disclosures - Material Weakness
(2016-004)

CONDITION The Town relies upon their independent auditor
to prepare the financial statements in
accordance with generally accepted accounting
principles (GAAP).  The accounting staff lacks
the knowledge to prepare such statements, as
well as the ability to detect the accuracy
and/or completeness of all required notes that
explain financial activity contained in the
financial statements.  The Town requires the
independent auditor to gather all necessary
information to convert their cash basis
accounting information into financial
statements prepared in accordance with GAAP.
Management has made no progress in this area.
                  

CRITERIA Auditing standards adopted in the United
States of America in particular Statement on
Auditing Standards (SAS) 115, paragraph 3
states the following: “Internal control is a
process - effected by those charged with
governance, management, and other personnel-
designed to provide reasonable assurance about
the achievement of the entity’s objectives
with regard to reliability of financial
reporting, effectiveness and efficiency of
operations, and compliance with laws and
regulations.  Internal control over
safeguarding of assets against unauthorized
acquisition, use, or disposition may include
control relating to financial reporting and
operations objectives.  Generally, controls
that are relevant to an audit of financial
statements are those that pertain to the
entity’s objective of reliable financial
reporting.”

CAUSE The Town’s staff lacks the proper ability to 
prepare financial statements and associated
disclosures.  When audit services are sought,
there is a requirement that the auditor will
prepare the financial statements.  In the
past, this may have been sufficient; however,
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the accounting profession, by issuance of SAS
115, now requires recognition and reporting of
significant deficiencies in internal control
when there is an ineffective oversight of the
financial reporting and internal control by
those charged with governance.

EFFECT Since the Town personnel lack the ability to
prepare, and did not prepare, the financial
statements, there is an increased risk that a
misstatement of the Town’s financial
statements, that is more than inconsequential,
will not be prevented or detected and
corrected on a timely basis.”  SAS 115
paragraph 15 provides a list of indicators of
a material weakness in internal control.  One
such example is “Ineffective oversight of the
entity’s financial reporting and internal
control by those charged with governance.”

RECOMMENDATION Since the town has hired a new Town Clerk and
a consultant to prepare, review and provide
financial statements to the auditors and to
the general public at hand it is recommended
that the process continue and be reviewed by
the Council periodically.

RESPONSE The Town will obtain training during 2020 to
learn how to prepare the necessary financial
statements, and will work with the DFA budget
analyst to ensure accuracy. The Clerk will
present financial reports to the Governing
Body on a regular basis. 
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Late Audit Report - Significant Deficiency
(2017-001)

CONDITION The audit report was not submitted to the
State Auditors Office by the required deadline
of December 15, 2018.  Management has made no
progress in this area.

CRITERIA The State Audit Rule requires all Municipal
audits to be submitted by the December 15
deadline.

CAUSE There was a change in management which created
a problem obtaining required documents to
perform the 2018 fiscal year audit.

EFFECT The SAO Rule has not been followed.
Subsequently the Town has been included in “At
Risk” lists created by the State Auditors
Office.

RECOMMENDATION The Town has a new Town Clerk and Consultant
helping resolve issues and restore the books
to the auditable state.  This process should
continue to ensure all future audits are
submitted by the required deadline.

RESPONSE The Town Clerk has kept careful documentation
during the 2019 fiscal year to ensure that the
audit can be completed promptly. The Town’s
Governing Body and office staff have set a
goal to complete the FY 19 audit as soon as
possible and submit an accurate FY20 audit in
a timely manner.  
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Town Accounting Software not Adequate to Create Financial 
Statements  - Material Weakness

(2017-002)

CONDITION Financial statements that are supported by the
underlying documents, such as bank
reconciliations could not be obtained for each
fund.  The Water, Sewer and Solid Waste Funds
were not kept and maintained separately.
Checks were issued and cleared the bank but
not posted to the general ledger.  The Water,
Sewer and Solid Waste billings do not
interface with the accounting software.  It is
a separate system.  So it appears that the
accounting software used by the Town is
inadequate to properly prepare financial
statements that can be useful for management,
taxpayers, audit purposes and financial
decision making purposes. Management has made
no progress in this area.

 
CRITERIA The Town needs to be able to provide financial

statements so sound financial decisions and
reporting can be made.

CAUSE Prior management was not trained properly on
how to use the current accounting software.
Also, the current accounting software is not a
fund based system.

EFFECT Proper financial statements could not be
provided to ensure an audit could be completed
without any issues.

RECOMMENDATION Management should obtain a fund based
accounting software that can also prepare and
track all utility billings as soon as
possible.

RESPONSE The Town has been researching different fund-
based accounting systems. The Town would like
to obtain software that integrates utility
billing with the rest of the accounting
system. The Town of Vaughn is a small entity
and the cost of a new accounting system is
prohibitive. The Town will research possible
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funding sources during 2020. In the meantime,
The Clerk and Accountant have overhauled the
way the current accounting system is used as
of FY19, making it more appropriate to the
Town’s needs. 
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Fund Classifications in Audit Report
Different from DFA Reports - Significant Deficiency

(2017-003)

CONDITION The Ambulance Fund and the Cemetery Fund are
being reported as Special Revenue Funds in the
Town’s annual audit report.  As for the
Department of Finance and Administration
Quarterly Reports they are being reported as
Enterprise Funds.  These classifications do
not agree.  Management has made no progress in
this area.

CRITERIA An enterprise fund is set up where the intent
of the governing body is that the costs
(expenses) of providing goods and/or services
to the general public on a continuing basis be
financed “primarily” by user charges, and can
sustain itself in this manner.

CAUSE Neither the Ambulance Fund or the Cemetery
Fund can “sustain themselves” at this time
without help from other funds or outside
resources.

EFFECT The audit report classification does not match
the DFA quarterly report classification.

RECOMMENDATION The Town should report these two funds as
Special Revenue Funds on the DFA quarterly
reports.

RESPONSE The Town has worked closely with DFA to ensure
that funds are classified correctly. The
Ambulance and Cemetery Fund are classified as
Enterprise funds in accordance with the DFA
chart of accounts.  The Clerk and Financial
Consultant will resolve this finding for the
FY 2019 Audit.

REBUTTAL The audit report classification of these funds
still needs to be addressed.
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Transactions Made by Third Parties
Not Recorded on Books of Record - Other Matter

(2017-004)

CONDITION Funds held at New Mexico Finance Authority were
never recorded on the Town’s books of record.
These included cash balances, loan payments and
interest earned.  Management has made no
progress in this area.

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

CAUSE Prior management was not aware of this
requirement.

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

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

RESPONSE This issue is partially resolved as of the 18-
19 Fiscal Year. The Town Clerk has obtained
statements from NMFA and reconciled them,
including them in the books of record. The
Clerk will do the same for the environmental
GRT intercept payments. A point of contact with
NMFA was made on 3/2/19, and the required
statements should be in hand by the end of
March 2020. Recording and Reconciliation will
be completed as soon as the statements are
obtained.  
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State of New Mexico Environment Department Lawsuit -
Material Weakness

(2017-005)

CONDITION The New Mexico State Environment Department
sued the Town of Vaughn.  The following are
the alleged violations.

1. Failure to submit a Permit Application
or a Plan for Closure and Post-Closure.
2. Failure to Implement a Ground Water
Monitoring Program with an Approved Ground
Water Monitoring System Plan.
3. Failure to apply daily cover.
4. Failure to Prevent Unauthorized Access.
5. Failure to remove Recyclable Materials
in a Timely Manner.
6. Failure to Implement a Routine Methane
Monitoring Program.
7. Failure to Control Litter.

Management has made no progress in this area.

CRITERIA The alleged violations do not adhere to the
following Statutes.

1. SWA, NMSA 1978, Sections 74-9-20(A) and
74-9-31(A)(3) and the SWR,
20.9.2.10.A(5) and 20.9.3.8.B NMAC.

2. SWR, 20.9.9.8.A(2) NMAC
3. SWR, 20.9.5.9.N NMAC
4. SWR, 20.9.5.9.D NMAC
5. SWR, 20.9.5.9.P(2) NMAC
6. SWR, 20.9.5.9.C NMAC
7. SWR, 20.9.5.9.L NMAC

CAUSE The cause is unknown.

EFFECT The assessed Settlement of the Compliance
Order (upheld by the NM Court of Appeals) was
$214,100.

RECOMMENDATION Management of the Town needs to comply with
the Compliance Order as soon as possible.
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RESPONSE The Town of Vaughn will establish a contact
person within the State of New Mexico
Environment Department. Town personnel will
work with the Environment Department to
determine exactly what has or hasn’t been
completed with regard to the compliance order,
and we will endeavor to comply with anything
that hasn’t been completed by the end of 2020.
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Revenue Resources for Post-Closure Costs of Landfill -
Significant Deficiency

(2017-007)

CONDITION The Town is responsible for providing a
financial mechanism to pay for all post-closure
costs associated with the landfill.  The Town
has not obtained any resources to date to help
with any post-closure costs.  Management has
made no progress in this area.

CRITERIA The Town is responsible for providing resources
to pay for post-closure costs of the landfill.
This is to ensure that if the town goes
bankrupt that there is still a financial
mechanism for the State to use to finish and
maintain the post-closure procedures.  This is
established in SWR, 20.9.10.9.A, 20.9.10.9.B,
20.9.10.10.A and 20.9.10.10.B NMAC.

CAUSE The Town was sued by the New Mexico Environment
Department of which one of the items cited was
“Failure to Establish Financial Assurance for
the Costs of Closure and Post-Closure Care.”

EFFECT The Town has not followed New Mexico
Environment Department Solid Waste Procedures
for closure and post-closure requirements.

RECOMMENDATION The Town should start investigating all
resources from which revenues can be obtained
to ensure all post-closure costs can be paid
for, especially if the Village becomes
bankrupt.

RESPONSE Per Resolution 2017-1, The Town of Vaughn
created a restricted reserve account for this
purpose in February of 2017, with a deposit of
$6,000. As of January 31, 2020 the account had
a balance of $6070.02. Section 5 of the
resolution states that “Additional funding of
the reserve fund shall commence, on an annual
basis, upon permit issuance of the Vaughn
Construction and Demolition Landfilll Permit
and will be in conformance with the formulas
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specified for trust funds in 20.9.10.14 NMAC,
or as otherwise mutually agreed by the
parties.” The Clerk will research to determine
what the additional annual funding should be,
and will bring the Town into compliance with
this requirement by the end of 2020.
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Financial Cost Estimate for the Closure and Post-Closure of the 
Landfill - Material Weakness

(2017-008)

CONDITION Resolution #2017-1 states that “as required by
20.9.10.10 NMAC the Town is to develop and
annually submit an updated written financial
cost estimate that shall account for the total
costs of conducting closure and post closure
care of the Vaughn Landfill”.  This has not
been done.  Management has made no progress in
this area.

CRITERIA All Resolutions of the Town must be completed
and carried out as provided by said resolution.

CAUSE Management has not made this requirement a
priority.

EFFECT The Town is not following its own Resolution.
Also, there is no current liability reported on
the financial statements in the Solid Waste
Fund for the amount required.  This figure
could be significant, thus, the payables are
understated in this fund.

RECOMMENDATION Management should make this resolution a
priority as soon as possible.

RESPONSE The Town of Vaughn will work with the New
Mexico Environment Department to determine
whether or not the annual financial cost
estimate is a requirement. If it is, we will
comply. If it is not a state requirement, we
will consider updating our Resolution to align
with the State requirement. 
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Environmental Gross Receipts Tax not Posted to the Books of 
Record - Significant Deficiency

(2017-009)

CONDITION The Town receives Environmental Gross Receipts
Taxes.  These amounts are not being recorded on
the books of record.  Also, these taxes are
pledged to the Estancia Valley Solid Waste
Authority to pay a loan.  The agreement is with
the New Mexico Finance Authority (EVSWA) and
several other entities.  The Town has agreed to
these monies being intercepted and provided to
EVSWA on a monthly basis.  These revenues,
however, are property of the Town.  None of
these monthly intercepts are being recorded in
the Town’s books and records as revenues and
expenditures (payments to EVSWA).  Management
has made no progress in this area.

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

CAUSE The cause is unknown.

EFFECT The revenues and expenditures of the Solid
Waste Fund are understated. 

RECOMMENDATION The new management should delegate an employee
to post these amounts as soon as the monthly
Taxation and Revenue Reports are received.

RESPONSE As addressed in the response to (2017-004) the
Town Clerk will work with Estancia Valley Solid
Waste Authority to obtain the relevant
statements and begin posting them appropriately
to the books of record. As of 3/2/20, a point
of contact was established with NMFA to obtain
these statements. The Clerk expects to obtain
all necessary statements by the end of March
2020.
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Deposits Posted/Deposited to the Wrong Fund -
Significant Deficiency

(2017-010)

CONDITION Management of the Town deposited/posted $19,669
of Fire Fund monies to the General Fund, not
the Fire Fund.  Management has made no progress
in this area.

CRITERIA The Fire Fund was established by the State
Statute NMSA 59A-53-1.  The allotment by the
State Fire Marshall’s Office is used only in
fighting fires.  Thus, these revenues belong to
the Fire Fund.  Also, this instance does not
follow NMAC 1978 Section 3-37-4.

CAUSE The cause is unknown.

EFFECT The General Fund now owes the Fire Fund
$19,669.

RECOMMENDATION Management needs to transfer these monies as
soon as possible so the Street Fund can use
these resources.

RESPONSE The Town Clerk will work closely with DFA to
change our ACH deposits so that they are all
initially deposited into the correct account,
eliminating the need for transfers in the
future. As of 3/2/20, the Clerk has established
a contact person to complete this. The Clerk
plans to complete this by the end of March
2020. 
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Water/Solid Waste Ordinance - Material Weakness
(2017-011)

CONDITION The Town does not have an Ordinance that
reflects what amounts will be charged for water
after the first 3,000 gallons is consumed.  The
Town does not have an Ordinance reflecting the
amount charged for Commercial garbage either.
Management has made no progress in this area.

CRITERIA An Ordinance must be passed by the Town Council
to ensure the correct amount is charged for
services provided and to ensure the charges can
be enforced legally.

CAUSE Management was unaware of this oversight.

EFFECT These charges cannot be enforced legally.

RECOMMENDATION The Town Council should amend the Water and
Solid Waste Ordinances as soon as possible.

RESPONSE A draft of an updated ordinance was taken
before the Governing Body in July 2018. It was
tabled indefinitely pending engaging a third
party to do a cost analysis and set our fees.
Town personnel will present an updated
Ordinance to the Governing Body again by
September 2020 and emphasize the importance of
resolving this issue.    
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Outstanding or Uncleared Items on Bank Reconciliations -
Material Weakness

(2017-012)

CONDITION The General Fund bank reconciliation is
recording $3,421 in outstanding checks at June
30, 2018 that are over a year old.  Also, $165
in deposits in transit are being reported from
February and March of 2018.  Management has
made no progress in this area.

CRITERIA Bank reconciliations should have accurate and
meaningful information.

CAUSE The cause is unknown.

EFFECT The General Fund bank reconciliation was not
correct as of June 30, 2018.

RECOMMENDATION Proper internal controls should be instituted
to ensure bank reconciliations are prepared
accurately and in a timely basis.

RESPONSE The Town of Vaughn has begun reconciling the
accounts on a regular basis. Transactions are
reviewed individually and any outstanding
transactions are researched and resolved by the
Clerk and Assistant Clerk.  This issue is
resolved as of FY19. 
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Credit Card Charges-
Material Weakness

(2017-013)

CONDITION A credit card used by management does not have
adequate documentation supporting the charges
of $5,383.  These charges are recorded in the
Utilities Funds.  These purchases included gas,
purchases at Sportsmans Warehouse, Golf Mart
and 1-800-Flowers.  Management has made no
progress in this area.

CRITERIA All purchases, whether by purchase order or
credit card, must be adequately supported by
invoices, etc.

CAUSE Prior management did not ensure these documents
are received.

EFFECT Purchases could be made that are not required,
legal, used for Town purposes, etc.

RECOMMENDATION All credit card purchases should be restricted
and adequately supported.

RESPONSE The Town of Vaughn declined to renew the credit
card when it expired in September 2018 because
of these problems. If the Town ever decides to
obtain another credit card, we will first
research and establish policies and procedures
to ensure that this issue does not arise in the
future. 
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Ambulance Services - Significant Deficiency
(2017-014)

CONDITION There are no procedures in place to ensure that
all ambulance “runs” are accounted for, billed
correctly and payments remitted to the Town.
Also, there is no way of determining the
accounts receivable for Ambulance Services.
Management has made no progress in this area.

CRITERIA Proper procedures are needed to ensure all
charges are billed, amounts received are
supported and correctly accounted for and any
outstanding amounts still owed are properly
pursued and obtained.

CAUSE Prior management did not ensure procedures were
in place to accurately process Ambulance
Services.

EFFECT Management cannot enforce collections of
overdue balances if their reporting/accounting
for these balances is inadequate.  Management
cannot properly determine whether the “runs”
were billed or billed correctly.

RECOMMENDATION Management needs to properly institute policies
and procedures to ensure all ambulance “runs”
are accounted for billed and the resources
received.

RESPONSE The Town Clerk has had difficulty working with
our third-party Ambulance billing service to
obtain statements and invoices to adequately
reconcile Ambulance billing. The Town’s
Programs Coordinator will request proposals for
this service, including our need for regular
receipt of detailed statements and
documentation in the scope of work by the end
of 2020. 
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Agreement for Ambulance Service Billing and 
Accounts Receivable Services - Significant Deficiency

(2017-015)

CONDITION According to the Director of Medical Practice
Solutions an agreement exists whereby MPS is to
credential, bill and obtain accounts receivable
for the Town of Vaughn.  However, the Town does
not have a current contract on hand.
Management has made no progress in this area.

CRITERIA All agreements/contracts entered into by the
Town of Vaughn should be updated periodically
and a signed copy kept on hand.

CAUSE Management did not ensure this contract was
available.

EFFECT The Town could be paying for services that were
not agreed to.

RECOMMENDATION A new signed contract should be obtained
immediately.

RESPONSE As stated in 2017-14, the Town plans to seek
proposals for Ambulance billing, with the
Programs Coordinator assigned to create an RFP.
A new contract will be established accordingly,
by the end of 2020. 
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Outstanding Utility Receivables - Significant Deficiency
(2017-016)

CONDITION The aged account receivable report has $10,360.
in overdue balances being reported as over 90
days old for Town accounts.  However, these
amounts cannot be substantiated.  Also, the
aged accounts receivable cannot be separated as
to what amounts belong to Water, Sewer or Solid
Waste.  Management has made no progress in this
area.

CRITERIA Aged receivable reports should be updated and
completed on a daily basis.  These reports
should also provide the detail as to which
amounts belong to which utility.

CAUSE The Town does not have a proper system to
provide an aged receivable report for
management to use and enforce outstanding
balances due.

EFFECT Management cannot enforce collections of
overdue balances if their reporting/accounting
for these balances is inadequate.

RECOMMENDATION Town management needs to correctly report
receivables for the utilities charged by the
Town.

RESPONSE The Utility Billing Clerk will research and
resolve outstanding receivables by the end of
2020. 
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Allowance for Doubtful Accounts - Other Matter
(2017-017)

CONDITION The current financial statements do not include
any amounts determined to be an allowance for
doubtful accounts as of June 30, 2018.
Management has made no progress in this area.

CRITERIA Town management should review the aged accounts
receivable periodically and determine if and at
what amount an allowance should be determined.

CAUSE Prior management could not determine this as
the aged accounts receivable is unusable.

EFFECT Management may be overstating their
receivables.

RECOMMENDATION Management should obtain an accurate aged
receivable report and determine if an allowance
is conceivable.

RESPONSE The Town Clerk will work with the Assistant
Clerk to develop and implement new policies and
procedures to resolve this matter by the end of
2020. 
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Water Meter Deposits - Material Weakness
(2017-018)

CONDITION The Town is not reconciling their monthly water
meter deposit each month.  Currently, the Town
has no list.  Management has made no progress
in this area.

CRITERIA The monthly meter deposit list should be
reconciled each month.  This complies with good
accounting practices.

CAUSE The cause is unknown.

EFFECT Errors or omissions could occur since an
accurate list is not being prepared monthly.

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

RESPONSE The Town Clerk and Assistant Clerk will begin
checking the Meter Deposit Report against the
Bank account reconciliation on a regular
monthly basis as of March 2020. 
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Meter Deposit Bank Account - Material Weakness
(2017-019)

CONDITION Deposits made to the meter deposit bank account
could not be verified.  It is unknown at this
time if the bank account has enough monies to
cover all meter deposits owed.  Management has
made no progress in this area.

CRITERIA All meter deposits are owed to the residents
that paid that deposit.  These amounts should
be kept separate to ensure the funds are
available to be paid and not budgeted for.

CAUSE Management was not aware of this requirement.

EFFECT DFA could possibly include this amount in the
budget process incorrectly.  Also, deposits
could be posted/deposited to another fund
incorrectly.

 
RECOMMENDATION Management needs to create a meter deposit list

as soon as possible.  This total then needs to
be reconciled to the bank account.  If the bank
account is short, then the Water Fund must
cover the difference.

RESPONSE The Assistant Clerk will reconcile the Water
Meter Deposit List to the bank account to
ensure that there are adequate funds in the
account beginning in March 2020. 
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Checks Written Out of Sequence-
Other Matter
(2017-020)

CONDITION Checks for the General fund were not written in
sequence.  Check #38883 and #38990 were written
before checks #38974 and #38980.  Management
has made no progress in this area.

CRITERIA Proper internal controls include processing
documents in sequence to ensure none are
missing or used fraudulently.

CAUSE Management did not prepare or follow proper
internal controls.

EFFECT Management cannot ensure checks have been
misused if not properly controlled.

RECOMMENDATION Management should institute proper internal
controls to ensure checks are pre-numbered,
they are issued in sequence and that all new
checks ordered follow the last check used.

RESPONSE In the past, checks were not carefully stored
in numerical order. The Clerk and Assistant
Clerk have worked to ensure that this mistake
is not repeated. This will be resolved for the
FY 19 Fiscal Year.
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Contracts/Service Agreements Unsigned or Approved by the Mayor - 
Other Matter
(2017-021)

CONDITION An accounting service agreement for 2017-2018
fiscal year and a consulting agreement for the
2017-2018 fiscal year have not been signed by
the Mayor.  Also, an agreement with the County
of Guadalupe concerning receipts of monies that
can be used for EMS services has not been
renewed for the 17-18 fiscal year.  Management
has made no progress in this area.

CRITERIA Contracts and agreements are not legally
binding until signed by both parties.

CAUSE It is unknown why the Mayor will not sign these
agreements.

EFFECT The Town is paying for services that have not
been properly approved.

 
RECOMMENDATION The Town Clerk should sign these documents in

the future.

RESPONSE The Town Clerk will ensure that all agreements
are signed after approval. This will be
resolved for the 2019 Fiscal Year.



91

Salary Budgets - Significant Deficiency
(2017-025)

CONDITION Twelve out of twenty-nine employees tested were
paid more than the amount budgeted for in the
DFA budget report approved by the Council and
DFA.  Management has made no progress in this
area.

 
CRITERIA All positions are budgeted at the beginning of

the fiscal year.  All employees in those
positions must be paid within those approved
budgets.

CAUSE The cause is unknown.

EFFECT Employees may have been paid over the approved
budget.

RECOMMENDATION Management should ensure that all payroll
records are available and reviewed periodically
to ensure no positions are paid over the
approved budgeted amount.

RESPONSE The Town Clerk will compare budgeted salaries
to actuals on a quarterly basis to ensure that
all salaries remain within the budget. This
will be resolved for the 2019 Fiscal Year.
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Lodgers Tax Receipts - Significant Deficiency
(2017-029)

CONDITION Management of the Town could not provide
documentation for two Hotels/Motels for several
months as to why there were no lodgers taxes
received.  Management has made no progress in
this area.

CRITERIA All payments due for Lodgers Tax are to be
received at the Town the month following after
the tax was received by the Hotel/Motel.  This
is according to Ordinance #408 Section 7-D
which states “Each vendor shall make a report
and shall submit the proceeds to the
Municipality”.

CAUSE The cause is unknown.

EFFECT Resources due the Town are not being received
in a timely basis.

RECOMMENDATION Management of the Town should establish
procedures for when Lodgers Taxes are not
received timely.

RESPONSE The Town Clerk will create a spreadsheet to
ensure that all relevant businesses submit
their Lodgers Tax receipts on a monthly basis.
The Assistant Clerk will check the spreadsheet
on a monthly basis and will remind businesses
that a receipt must be prepared and submitted
each month even if there is no remittance for
that month. This will be resolved by the end of
2020. 
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Lodgers Tax Expenditures - Significant Deficiency
(2017-030)

CONDITION The Lodgers Tax Fund spent only 5% of the total
proceeds on advertising.  Management has made
no progress in this area.

CRITERIA According to State Statute 3.20.030(C) “not
less than one half of proceeds shall be used
for advertising”.

CAUSE The cause is unknown.

EFFECT Management is not following the requirements of
the State Statute.

 
RECOMMENDATION Management should review and evaluate all

purchases from the Lodgers Tax Fund to ensure
this requirement is complied with.

RESPONSE The Town Clerk and Governing Body will review
Lodgers Tax Expenditures on a quarterly basis
to ensure that we are compliant with the
requirement. The Clerk is investigating new
ways to purchase advertising for the Town. The
Clerk plans to resolve this finding by the end
of the 2021 Fiscal Year. 



94

Corrections Fees not Deposited/Recorded in the Corrections Fund - 
Significant Deficiency

(2017-031)

CONDITION All of the traffic tickets issued were
deposited into the General Fund.  None of the
paid citations had a portion deposited/posted
to the Corrections Fund.  Management has made
no progress in this area.

CRITERIA According to NMSA 35-14-11B(1), 35-14-11D and
35-14-11D(3) a municipal judge shall collect
$20 from each citation to be deposited in a
special fund to be used for paying the cost of
housing municipal prisoners.

CAUSE Management was not aware of this requirement.

EFFECT The Corrections Fund revenues were understated
by at least $5,900.

RECOMMENDATION Management needs to transfer $5,900 for the 17-
18 fiscal year and $2,620 for the 16-17 fiscal
year to the Corrections Fund from the General
Fund as soon as possible.

RESPONSE The Town Clerk and Accountant have developed a
detailed Chart of Accounts within the
Accounting Software that enables us to
accurately record Corrections Fee deposits.
Going forward, the Clerk will report these
incomes accurately on the DFA reports. This
will be resolved for the 2020 Fiscal Year. 
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Amounts Collected on Behalf of the State -
Significant Deficiency

(2017-032)

CONDITION The Town is including Court Automation Fees and
Judicial Education Fees as revenues and
expenditures in their General Fund.  These are
collections made on behalf of the State and
should be kept separate in an Agency Fund in
the books of record and the DFA report.
Management has made no progress in this area.

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

CAUSE Management was not aware of this requirement.

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

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

RESPONSE The Town Clerk will begin recording these
amounts as trust/agency funds instead of
incomes and expenditures. This will be resolved
by the end of 2020. 
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Court Fees Not Remitted to the State -
Significant Deficiency

(2017-033)

CONDITION The Town Court is not remitting the $6
Automation Fee or $3 Education correctly at the
end of each month.  Management has made no
progress in this area.

CRITERIA According to NMSA 35-14-11G and H: All
automation and education fees should be
remitted to the state at the end of each month.

CAUSE Management is not ensuring this is done
correctly and timely.

EFFECT State Statute NMSA 35-14-11G is not being
followed.

RECOMMENDATION Management needs to add internal controls to
ensure these reports are submitted accurately
and timely.

RESPONSE The Town Clerk and Municipal Court Clerk have
worked diligently to resolve this issue. The
Court Clerk was not not able to complete the
reports on a timely manner due to family
emergencies. The Town will cross train some of
our office staff so that we can still fulfill
the requirement if needed. The Town Clerk will
institute policies and procedures to ensure
that these reports are being prepared and
submitted on a monthly basis. The goal is to
resolve this by the end of 2020. 
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Outstanding(Unpaid) Citations - Significant Deficiency
(2017-034)

CONDITION The Judges Department of the Town are not
keeping a record of every traffic complaint,
traffic citation or other form of traffic
charges.  This situation prevents a list of
outstanding citations (amount) due.  It also
prevents the Judges department from notifying
the Motor Vehicle Department of any outstanding
citations “from which the decision of no appeal
or review is successfully taken.”

CRITERIA According to NMSA 1978 Section 66-8-135A “Every
trial court judge shall keep a record of every
traffic complaint, uniform traffic citation and
other form of traffic charge filed in the
judge’s court or its traffic violations bureau
and every official action and disposition of
the charge by that court.”  Management has made
no progress in this area.

CAUSE The Judge’s department was not aware of this
requirement.

EFFECT NMSA Section 66-8-135A is not being followed.
Which Section 66-8-135G states “Willful failure
or refusal of any judicial officer to comply
with this section is misconduct in office and
grounds for removal.”

RECOMMENDATION The Judges department should implement
procedures to comply with Section 66-8-135
immediately.

RESPONSE The Town’s new Court Clerk has taken measures
to comply with this requirement. This should
be resolved for the 2020 fiscal year. 
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Citations Reported on Required AOC and JEC Reports -
Significant Deficiency

(2017-035)

CONDITION The fiscal year 17-18 had nine citations that
were “supposedly paid” on the report of the
Automated Office of the Court and Judicial
Education Fee report submitted monthly,
however, there were nine traffic citations that
could not be verified as paid or traced to an
actual deposit made for each of the nine
citations.  Management has made no progress in
this area.

CRITERIA According to NMSA 1978 Section 35-14-11(2) and
(3) fees are to be collected and remitted to
the State Treasurer monthly. These reports need
to be supported by actual documents that can
confirm that these citations have been paid and
that the monies have been deposited in the
correct bank account and posted to the correct
fund.

CAUSE Neither Management nor the Judges department
are ensuring that these procedures are being
completed.

EFFECT Monies may not be collected or monies may not
be deposited correctly.

RECOMMENDATION Management and the Judges department need to
work together to establish procedures to ensure
all documentation is available and attached to
the correct traffic citation, deposit slip or
reports submitted to ensure all monies owed to
the Town have been collected and deposited.

RESPONSE The Town’s Court Clerk is working with the
Business office to ensure that accurate files
and documentation are kept. This will help us
verify transactions in the future. This should
be resolved for the 2020 fiscal year. 
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Citations Received but not Reported on AOC or JEC Reports - 
Significant Deficiency

(2017-036)

CONDITION The Town received payment for sixty two traffic
citations in July, 2017.  However, only fifteen
of these citations were reported on the AOC/JEC
report submitted.  Management has made no
progress in this area.

CRITERIA According to NMSA 1978 Section 35-14-11(2)
and(3) fees are to be collected and remitted to
the State Treasurer monthly.  These reports
need to be supported by actual documents that
can confirm that these citations have been paid
and that the monies have been deposited.  

CAUSE Neither Management nor the Judges department
have implemented procedures to ensure all
information is obtained and accurately included
so the JEC/AOC reports can be submitted
correctly and timely.

EFFECT The Town still owes the State Treasurer for
Court Automation Fees and Judicial Education
Fees.  Also, internal controls have not been
implemented to ensure these reports are
submitted accurately and timely.

RECOMMENDATION Management and the Judges department need to
work together to establish procedures to ensure
all documentation is available and attached to
the AOC/JEC reports.

RESPONSE There was some confusion due to a lengthy
process moving the Municipal Court offices to
a new location. The Town Clerk is working with
the Court Clerk to improve documentation and
ensure timeliness with the AOC and JEC reports.
This should be resolved for the 2021 fiscal
year. 
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Budget Overruns - Other Matter
(2017-038)

CONDITION The Town overspent the final approved budgets
of several funds.  The Cemetary Fund by $80,
the Fire Fund by $432,351, the Landfill Closure
Fund by $69,838 and the General Fund by
$186,918.  The Water, Sewer and Solid Waste
Funds could not be separated so could not be
audited.  Management has made no progress in
this area.

CRITERIA NMSA 1978 Section 22-8-11 B requires all funds
to be spent within the established guidelines
set for budgets.

CAUSE Management did not ensure budget adjustment
requests were obtained from DFA by the required
deadline.

EFFECT The Town had the adequate cash to pay the
overruns but not the required budget authority
from DFA.

RECOMMENDATION Management should review its budget quarterly
(at a minimum) and request all budget
adjustments at that time to ensure budget
overruns do not occur.

RESPONSE The Town Clerk is working closely with our DFA
Budget Analyst to ensure that we do not exceed
budget authority. This will be resolved for FY
2019.  
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Penalties and Interest Charges - Other Matter
(2017-041)

CONDITION The Town is being charged $156 in penalties and
interest for late filing of the first two
quarters (2017) Department of Labor Reports.
Also, the Town was charged $302 in penalties
and interest for late filing of CRS-1 reports.
Management has made no progress in this area.

CRITERIA All Department of Labor Reports are due by the
end of the first month after the quarter.  All
CRS-1 reports are due by the 25th of the
following month.

CAUSE The cause is unknown.

EFFECT The Town paid $156 and $302 in penalties and
interest that were not budgeted for and would
not be required if the reports were submitted
timely.

 
RECOMMENDATION All future Department of Labor Reports and CRS-

1 Reports should be filed timely to avoid all
penalties and interest charges.

RESPONSE The Town Clerk will institute procedures to
ensure that all reports are filed in a timely,
accurate manner to avoid future penalty and
interest charges. This should be resolved by
the end of 2020. 
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Employee Files Not Complete - Other Matter
(2017-043)

CONDITION All six employee files did not have wage rate
approval documentation included.  Also, a form
I-9 was either missing or incomplete for all
six employee files.  Management has made no
progress in this area.

 
CRITERIA Employee files need to have complete wage rate

documentation verifying wage increases during
the year.  Also, form I-9's are required by the
Department of Homeland Security.

CAUSE Management is not ensuring these documents are
being obtained and included in the employee
files.

EFFECT Good internal controls are not being followed.

RECOMMENDATION Management needs to ensure these forms are
completed and included in each employee’s file.

RESPONSE The Town Clerk has received updated I9 forms
for all employees for the 2019 fiscal year. The
Clerk will work with the Governing Body to
develop wage rate approval documents for all
employees and keep them appropriately updated.
These documents should be in place for the 2021
fiscal year.
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Receipt Books - Other Matter
(2017-045)

CONDITION 1. Town staff are not voiding receipts not used
(or skipped).  2. Also, Town staff are not
completing the information on the receipt, such
as which fund or account code the receipt
should be posted to.  3. A lodgers tax report
was not attached providing details of what
Motel or month the amount was for.  4. Town
staff did not prepare receipts for four Lodgers
Tax Reports.  Management has made no progress
in this area.

CRITERIA 1. Proper internal controls are used to void
all receipts not used and all copies are
together for review.  2. Proper internal
controls include documentation on the receipts
so that all resources are posted to the correct
fund and account code.  3/4. Receipts should be
issued for all resources received to ensure
that all resources are posted to the correct
fund and account code. These are all done to
comply with NMSA 1978 Section 3-37-4.

CAUSE The cause is unknown.

EFFECT 1. Blank receipts could be used erroneously or
fraudulently.  
2. If the necessary information is not included
the monies might get deposited/reported to the
wrong fund.
3. Without the Lodgers Tax Report a Motel might
not report all months and may not be caught by
the Town staff.

RECOMMENDATION 1.  All receipts not used (or skipped) should
be voided.
2. All receipts should have the proper
information included to ensure resources are
posted to the correct fund and accounts.
3.  All Lodgers Tax Receipts should have the
required Lodgers Tax Report attached.
4. All Lodgers Tax Reports should have a
receipt prepared for it.
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RESPONSE The Assistant Clerk will review receipts
regularly to ensure that they are completed
accurately and that a receipt is made for every
received income. This will be resolved for FY
2019. 
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Lodgers Tax Audit - Other Non-Compliance
(2017-046)

CONDITION Town management did not perform a random audit
of hotels/motels during the 2017-2018 fiscal
year.  Management has made no progress in this
area.

CRITERIA According to Ordinance #408, Section 13A and B
“the governing body shall conduct random audits
to verify full payment of occupancy tax
receipts.”  “The Governing body shall determine
each year the number of hotels/motels within
the municipality to audit.”

CAUSE It is unknown why the governing body did not
ensure this Ordinance was followed.

EFFECT The Town is not complying with its own
Ordinance.

 
RECOMMENDATION The governing body needs to comply with this

Ordinance as soon as possible.

RESPONSE The Town Clerk and Governing Body will review
the Ordinance. The Town will conduct a Lodgers
Tax Audit as soon as possible, ideally by the
end of 2020. 
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Travel Issues – Material Non-Compliance 
(2018-001)

CONDITION Eight out of ten travel vouchers tested were
not approved before the travel was taken. 

CRITERIA According to DFA regulations all travel must be
approved before it is taken.

CAUSE Management is not ensuring this procedure is
being followed.

EFFECT Travel could be taken that was not authorized.

RECOMMENDATION All travel forms should be approved before the
travel is taken.

RESPONSE The Town Clerk has updated the Per Diem form to
reflect the pre-approval of all travel requests
as of November 2019.
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Amounts not Being Paid Back Between Funds -
Significant Deficiency

(2018-002)

CONDITION Management has created $61,786 worth of amounts
due between funds.  These have been created
from deposits being reported/posted in the
wrong funds. These amounts need to be paid
back.  

CRITERIA All resources received should be posted in the
correct fund.

CAUSE Deposits are continually being reported/posted
to the wrong funds.

EFFECT Management owes $61,786 in resources to various
funds.

RECOMMENDATION 1. Management needs to have a commitment or
strategy to pay back these monies.  2.
Management should create a plan and time frame
to pay back these amounts and also discontinue
the practice of reporting/posting resources to
the wrong funds.

RESPONSE The Town Clerk will review the amounts with the
Assistant Clerk and and Accountant and work to
correct them accurately before the end of the
2020 Fiscal Year. 
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Transfers Between Bank Accounts Recorded as Transfers In/Out -
Material Non-Compliance

(2018-003)

CONDITION Management is incorrectly reporting transfers
between bank accounts as transfers between
funds.  For example: A CD cashed in was
transferred to a checking account for the
Water/Sewer/Solid Waste Fund for $151,744 was
recorded as a transfer In.

CRITERIA Transfers between bank accounts are not the
same as transfers between funds.  Only
transfers between funds are recorded on the DFA
quarterly report.

CAUSE Management was not adequately trained on how to
record transfers between funds and transfers
between bank accounts.

EFFECT The books of record incorrectly shows
transfers.  Other financing sources and uses
are recorded that are incorrect.

 
RECOMMENDATION New management should be trained on how to

record transfers between bank accounts
immediately.

RESPONSE The Town of Vaughn no longer records Transfers
between bank accounts but within the same fund
as a transfer in/out. The Clerk, Assistant
Clerk and Accountant are working closely with
DFA to ensure that all transfers are recorded
accurately. This will be resolved for the 2019
fiscal year.
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Capital Asset Listing/Depreciation Schedule -
Significant Deficiency

(2018-004)

CONDITION The Town did not provide a Capital Asset
Listing and Depreciation Schedule that had
current year additions and current year
depreciation for the fiscal year ending June
30, 2018.

                      
CRITERIA A complete clear capital asset listing

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

CAUSE Management of the Town is relying on a
consultant to prepare this schedule.

EFFECT Management is not complying with Generally
Accepted Accounting Principles.

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

 
RESPONSE The Clerk will work with the Programs

Coordinator to update the list with
depreciation on an annual basis going forward.
This should be resolved for the 2020 fiscal
year.
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Cash Balances for the Water/Sewer/Solid Waste Funds -
Material Weakness

(2018-005)

CONDITION The cash balances shown on the DFA report for
each of the Utility Funds could not be tested
or verified because they are not separate in
the general ledger.

CRITERIA The DFA report must be adequately supported by
the underlying books of record.

CAUSE Management has not ensured these Funds are
separated in the accounting software.

EFFECT The Utility Funds could not be audited.
 
RECOMMENDATION Management should separate these funds

immediately.

RESPONSE This is resolved as of the 18-19 Fiscal year.
The Town Clerk and Financial Consultant have
worked to implement a detailed chart of
accounts within the accounting software, and we
now have the ability to separate our utilities
in the books of record. 
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Missing Documents - Other Non-Compliance
(2018-006)

CONDITION A payment made for Engineering Services in the
amount of $10,550 did not have a copy of the
check, an invoice, or a purchase order that
could be audited.

CRITERIA DFA regulations require supporting
documentation for all expenditures.

CAUSE Poor record keeping.

EFFECT This expenditure may not be owed by the Town.

RECOMMENDATION Management should ensure all payments have the
supporting documentation required by DFA.

RESPONSE The Town Clerk will reach out to the Engineer
for copies of these documents in order to
complete the record. The Town has instituted
new filing procedures that should prevent this
from happening in the future. This will be
resolved as of FY 2019. 
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Water Conservation Fee - Other Non-Compliance
(2018-007)

CONDITION The State of New Mexico Taxation and Revenue
charges a conservation fee on all public water
supply systems.  This fee is to be on the
amount of water “produced.”  The Village is
calculating the fee on the amount of water
“billed” each month.  Also, only three out of
twelve Water Conservation Reports were
submitted (July, August, September of 2017).

CRITERIA The State of New Mexico Taxation and Revenue
charges a conservation fee on all public water
supply systems.

CAUSE Management was not aware of this requirement

EFFECT The Town is not calculating the fee on the
amount of water “produced.”  Also, the required
reports are not being filed.

RECOMMENDATION Management should start calculating all
conservation fees on the amount of water
produced and submit the reports as soon as
possible.

RESPONSE The Town Clerk will train the Assistant Clerk
to begin preparing the reports based on
produced water rather than billed water. The
Clerk will institute new policies and
procedures to ensure that past reports are
submitted accurately and current reports are
submitted on a timely basis. This should be
resolved for the 2021 fiscal year. 
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Violations of the Anti-Donation Clause – Finding that does not
rise to the Level of a Significant Deficiency

(2018-008)

CONDITION The Town used the General fund to pay for $81
worth of Flowers for someone at EPCOG, $50 to
Sportsmans Warehouse and $52 to Golf Mart. This
violates the Anti-Donation Clause.

 
CRITERIA According to the Anti-donation clause of New 

Mexico (Article IX, Section 14) “a Town shall
not directly or indirectly lend or pledge its
credit or make any donation to or in aid of any
person.”

CAUSE The Town used public monies to pay for
purchases which appear to violate the anti-
donation clause and the DFA regulations
concerning purchases.

EFFECT Management is not complying with the NM Anti-
donation Clause.

RECOMMENDATION The Town needs to discontinue using this fund
for these types of purchases, immediately.

RESPONSE The Clerk will review all purchases carefully
on an individual basis to ensure that no
further purchases of this nature are made going
forward. This should be resolved by the 2019
fiscal year.
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PERA not Calculated Correctly - Significant Deficiency
(2018-009)

CONDITION An employee did not have their PERA deducted
from their paycheck correctly.

CRITERIA According to PERA regulations, all full-time
employees must contribute at the specified
rate.

CAUSE An outside consultant (CPA) prepares payroll
each pay period.  The consultant did not
calculate the withholding correctly.

EFFECT The Town owes $349 for both the employer and
employee portion back to the employee. 

RECOMMENDATION Management should implement procedures to
ensure all full-time employees benefits are
calculated correctly.

RESPONSE The Town Clerk now prepares payroll in-house.
The Clerk will review payroll deductions on a
regular basis to ensure that they are being
calculated correctly. This should be resolved
for the 2019 fiscal year.
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Department of Workforce Solutions Reports Filed Incorrectly -
Material Non-Compliance

(2018-010)

CONDITION The Town filed their Department of Workforce
Solutions reports omitting $13,648 in gross
salaries for the fiscal year.

CRITERIA Employers are required to submit a quarterly
wage report (Form ES-903A) listing wages paid
to all workers and pay a tax at the applicable
rate.

CAUSE The cause is unknown.

EFFECT The Town did not include all wages in quarterly
unemployment reports which may have resulted in
an underpayment of unemployment tax.

 
RECOMMENDATION The Town needs to amend these reports and pay

the applicable taxes, penalties and interest
immediately.  All future report submissions
need to agree to the total payroll paid for the
quarter.

RESPONSE The Town Clerk and Accountant will obtain the
necessary training to ensure that these reports
can be filed correctly in the future. This
should be resolved by the end of 2020. 
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PERA not Deducted and Remitted - Significant Deficiency
(2018-011)

CONDITION Two employees did not have PERA deducted from
their paycheck and have it submitted to PERA.

CRITERIA According to PERA regulations, all full-time
employees will have to contribute to PERA.

CAUSE An outside consultant (CPA) prepares payroll
each pay period.  The consultant did not
withhold this benefit.

EFFECT The Town owes $3,049 for both the employer and
employee portion of PERA.

RECOMMENDATION Management should implement procedures to
ensure all full-time employees benefits are
reviewed and deducted correctly each month.

RESPONSE The Town Clerk will work closely with PERA to
correct this matter. The Clerk will review
payroll on a regular basis to ensure that all
full-time employees are contributing to PERA.
This will be resolved by the end of March 2020.
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PERA Deduction for Police Officer Incorrect -
Significant Deficiency

(2018-012)

CONDITION Town Council did not pass a resolution stating
the Police Officer would have PERA deducted at
the Municipal Divisions rate not the Police
Officers rate.  The difference in the two is
$618 that could potentially be owed.

CRITERIA PERA has Municipal Divisions Plans for regular
employees and Police Division Plans for Police
Officers.  They are not withheld at the same
rate.

CAUSE Management of the Town were not aware of this
situation.

EFFECT The Town could be liable for $618.

RECOMMENDATION The Town was told by PERA to pass a resolution
that explained the Police Officers PERA would
be withheld at the Municipal rate not the
Police Officers rate.

RESPONSE The Town Clerk will work with PERA to ensure
that all employees are deducted at the
appropriate rate. When a new police officer is
hired, we will work with PERA to ensure that
the deductions are correct and compliant with
state regulations.  



118

Drug Test Listing – Material Non-Compliance 
(2018-013)

CONDITION Management did not place any CDL employees on
a list of any kind so that a random drug test
could occur.  

CRITERIA According to the Federal Motor Carrier Safety
Administration employees with CDL duties must
be tested upon their hiring and then be placed
on a list to ensure a random drug test can be
done.

CAUSE Management did not ensure this list was
complete and updated for the new fiscal year.

EFFECT The Town could be fined $10,000 by the FMCSA.

RECOMMENDATION The Town needs to place drivers on a drug-
testing list immediately.

RESPONSE The Town Clerk works closely with our Drug Test
provider to ensure that all employees are
tested when hired and are added to a list to be
tested randomly. This will be resolved for the
2019 fiscal year.
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FINANCIAL STATEMENT PREPARATION

The combining and individual fund financial statements and notes to
the financial statements for the year ended, June 30, 2018 were
prepared by Rice & Associates, CPA, based on managements chart of
accounts and trial balances including any adjusting, correcting or
closing entries approved by management.  These services are
allowable under SAS 115.

EXIT CONFERENCE

An exit conference was held at the Town on January 30, 2020, to
discuss the current audit report.  In attendance were Mr. Roman
Garcia, Mayor, Ms. Shaline Lopez, Clerk/Treasurer, Ms. Liza Kerr,
SAO Representative, Mr. Antonio Lucero and Ms. Pamela A. Rice, CPA,
Contract Auditors. 


	vaughn 2018 st1.pdf
	Sheet1

	vaughn 2018 st2.pdf
	Sheet1

	VAUGHN 2018 st3.pdf
	Sheet1

	vaughn 2018 st4.pdf
	Sheet1

	VAUGHN 2018 st5.pdf
	Sheet1

	VAUGHN 2018 st6.pdf
	Sheet1

	VAUGHN 2018 st7.pdf
	Sheet1

	VAUGHN 2018 st8.pdf
	Sheet1

	VAUGHN 2018 st9.pdf
	Sheet1

	VAUGHN 2018 st10.pdf
	Sheet1

	VAUGHN 2018 st11.pdf
	Sheet1

	vaughn 2018 st12.pdf
	Sheet1

	VAUGHN 2018 A1.pdf
	Sheet1

	VAUGHN 2018 A2.pdf
	Sheet1

	VAUGHN SCHED I 2018.pdf
	Sheet1

	VAUGHN SCHED II 2018.pdf
	Sheet1

	VAUGHN SCH IV 2018 schofchangeassets.pdf
	Sheet1

	vaughn 2018 st13.pdf
	Sheet1

	VAUGHN 2018 st14.pdf
	Sheet1

	VAUGHN 2018 st15.pdf
	Sheet1




