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Independent Auditors’ Report

Wayne A. Johnson, State Auditor
and
Board of Commissioners
Village of Wagon Mound Public Housing Authority
Wagon Mound, New Mexico

Report on Financial Statements

We have audited the accompanying financial statements of the business-type activities and each major
fund, of the Public Housing Authority (Authority) of the Village of Wagon Mound, New Mexico, a component
unit of the Village of Wagon Mound, New Mexico, as of and for the year ended June 30, 2018, and the
related notes to the financial statements which collectively comprise the Authority’s basic financial
statements as listed in the table of contents. We also have audited the budgetary comparison for the low
rent major enterprise fund presented as supplementary information, as defined by the Government
Accounting Standards Board, as of and for the year ended June 30, 2018, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

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



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities and each major fund, of the Authority, as
of June 30, 2018, and the respective changes in financial position and cash flows thereof, and the
budgetary comparison for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

Management has omitted the management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational, economic,
or historical context. Our opinion on the basic financial statements is not affected by this missing
information.

Other Information

Our audit was conducted for the purpose of forming opinions on the Authority’s financial statements
and the budgetary comparison. The financial data schedule and the schedule of cash accounts
required by 2.2.2 NMAC are presented for purposes of additional analysis and are not a required part
of the basic financial statements.

The financial data schedule and the schedule of cash accounts required by 2.2.2 NMAC are the
responsibility of management and were derived from and relates directly to the underlying accounting
and other records used to prepare the basic financial statements. Such information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with the auditing standards generally
accepted in the United States of America. In our opinion, the financial data schedule and the schedule
of cash accounts required by 2.2.2 NMAC are fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November
26, 2018 on our consideration of the Authority’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion
on the internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the Authority’s
internal control over financial reporting and compliance.

7/61,&/'0 4’?&&1& VPA.

Fierro & Fierro, P.A.
Las Cruces, New Mexico

November 26, 2018
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY
STATEMENT OF NET POSITION

JUNE 30, 2018

Capital Fund
Low Rent Program
Fund Fund Total
Assets:
Current assets:
Cash $ 39,373 $ - 39,373
Receivables, net 5,907 - 5,907
Prepaid expenses 2,485 - 2,485
Inventory 6,111 - 6,111
Total current assets 53,876 - 53,876
Noncurrent assets:
Restricted cash 5,270 - 5,270
Capital assets, not being depreciated 11,517 - 11,517
Capital assets, being depreciated 38,111 80,621 118,732
Total noncurrent assets 54,898 80,621 135,519
Total assets $ 108,774 $ 80,621 189,395
Liabilities:
Current liabilities:
Accounts payable $ 3,323 $ - 3,323
Accrued salaries 1,285 - 1,285
Accrued payroll liabilities 2,326 - 2,326
Tenant deposits 4,164 - 4,164
Total current liabilities 11,098 - 11,098
Deferred Inflows of Resources:
Unearned revenues 88 - 88
Net Position:
Net investment in capital assets 49,628 80,621 130,249
Unrestricted 47,960 - 47,960
Total net position 97,588 80,621 178,209
Total liabilities, deferred inflows
of resources and net position $ 108,774 $ 80,621 189,395

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN FUND NET POSITION
FOR THE YEAR ENDED JUNE 30, 2018

Capital Fund
Low Rent Program
Fund Fund Total
Operating Revenues:
Charges for services $ 40,666 $ - $ 40,666
Operating Expenses:
Personnel services 42,581 - 42,581
Employee benefits 3,902 - 3,902
Repairs and maintenance 15,584 - 15,584
Professional services 10,622 - 10,622
Utilities 10,306 - 10,306
Insurance 7,644 - 7,644
General operating 7,532 500 8,032
Depreciation 11,332 4,363 15,695
Total operating expenses 109,503 4,863 114,366
Operating (loss) (68,837) (4,863) (73,700)
Non-Operating Revenues (Expenses):
Intergovernmental 69,203 500 69,703
Interest income 42 - 42
Miscellaneous income 114 - 114
Total non-operating
revenues (expenses) 69,359 500 69,859
Income (loss) before
capital contributions 522 (4,363) (3,841)
Capital contributions:
Capital contributions - 33,668 33,668
Change in net position 522 29,305 29,827
Net position, beginning of year 97,066 51,316 148,382
Net position, end of year $ 97,588 $ 80,621 $ 178,209

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2018

Capital Fund
Low Rent Program
Fund Fund Total
Cash Flows from Operating Activities:
Cash received from tenants $ 40,911 $ - $ 40,911
Cash payments to suppliers for goods and services (50,474) (500) (50,974)
Cash payments to employees for services (46,971) - (46,971)
Net cash (used) by operating activities (56,534) (500) (57,034)
Cash Flows from Non-Capital and
Related Financing Activities:
Cash received from intergovernmental sources 83,753 500 84,253
Cash received from miscellaneous sources 114 - 114
Net change in tenant deposits (38) - (38)
Net cash provided by non-capital
and related financing activities 83,829 500 84,329
Cash Flows from Capital and
Related Financing Activities:
Cash received from intergovernmental sources - 33,668 33,668
Acquisition and construction of capital assets (2,150) (33,668) (35,818)
Net cash (used) by capital
and related financing activities (2,150) - (2,150)
Cash Flows from Investing Activities:
Interest income 40 - 40
Net increase in cash 25,185 - 25,185
Cash and cash equivalents, beginning of year 19,458 - 19,458
Cash and cash equivalents, end of year $ 44,643 $ - $ 44,643
Displayed as:
Cash $ 39,373 $ - $ 39,373
Restricted cash 5,270 - 5,270
$ 44,643 $ - $ 44,643

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY
STATEMENT OF CASH FLOWS (CONCLUDED)
FOR THE YEAR ENDED JUNE 30, 2018

Capital Fund
Low Rent Program
Fund Fund Total

Reconciliation of Operating (Loss) to Net Cash
Used by Operating Activities:
Operating (loss) $ (68837) $ (4,863) $  (73,700)
Adjustments to Reconcile Operating (Loss) to Net
Cash Used by Operating Activities:

Depreciation 11,332 4,363 15,695
Change in Assets and Liabilities:
Decrease in tenants' receivable 157 - 157
(Increase) in prepaid expenses (3) - (3)
(Increase) in inventories (78) - (78)
Increase in accounts payable 1,295 - 1,295
(Decrease) in accrued salaries (1,618) - (1,618)
Increase in accrued payroll liabilities 1,130 - 1,130
Increase in unearned revenues 88 - 88
Total adjustments 971 - 971
Net cash (used) by operating activities $ (56,534) § (500) $ (57,034)

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Public Housing Authority (the Authority) of the Village of Wagon Mound was established
in 1973. Three commissioners who are selected by the Village of Wagon Mound City Council
govern it. For financial reporting purposes, the Authority is a discretely presented component
unit of the Village of Wagon Mound. The Authority was created to provide a conduit for housing
funds for disadvantaged citizens.

The financial statements of the Authority have been prepared in conformity with generally
accepted accounting principles (GAAP) in the United States as applied to governmental units.
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. The more
significant of the government’s accounting policies are described below:

A. Reporting Entity

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

B. Basis of Presentation and Accounting

The Authority’s basic financial statements are presented on the full accrual basis of
accounting and conform to accounting principles generally accepted in the United States
of America. The Authority applies the pronouncements issued by the Government Auditing
Standards Board (GASB).

The accounts of the Authority are organized on the basis of proprietary fund type,
specifically two enterprise funds. The activities of these funds are accounted for with a
separate set of self-balancing accounts that comprise the Authority’s assets, deferred
outflows of resources, liabilities, deferred inflows of resources, net position, revenues, and
expenses.



STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B. Basis of Presentation and Accounting (continued)

Enterprise funds account for activities: (1) that are financed with debt that is secured solely
by a pledge of the net revenues from fees and charges of the activity; or (2) that are
required by laws or regulations that the activity’s costs of providing services, including
capital costs, such as depreciation or debt service, be recovered with fees and charges
rather than with taxes or similar revenues; or (3) that the pricing policies of the activity
establish fees and charges designed to recover its costs, including capital costs, such as
depreciation or debt service. The Authority distinguishes operating revenues and
expenses from non-operating items. Operating revenues and expenses generally result
from providing services and producing and delivering goods in connection with the
Authority’s ongoing operation. The principal operating revenues are rental income and
charges for services. Operating expenses include the cost of rental operations,
administrative expenses, and depreciation on capital assets. All revenues and expenses
not meeting this definition are reported as non-operating revenues and expenses. The
principal non-operating revenues are governmental subsidies and grants. Grant revenue
is recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met.

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

The accounting and financial reporting treatment applied to the Authority is determined by
its measurement focus. The transactions of the Authority are accounted for on a flow of
economic resources measurement focus. With this measurement focus, all assets and all
liabilities associated with the operations are included on the statement of net position. Net
position such as total assets net of total liabilities, are segregated into invested in capital
assets; restricted; and unrestricted components. The Authority’s operating statements
present increases (revenues) and decreases (expenses) in net position.

The Authority reports the following two major business-type funds:

The low rent fund accounts for the provisions of low rent income services to the residents
of the Authority. All activities necessary to provide such services are accounted for in this
fund, including, but not limited to, administration, operations, maintenance, billing, and
collection.

The capital fund program fund accounts for the yearly capital grants and associated capital
projects at the Authority. The fund is required by the U.S. Department of Housing and
Urban Development.
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C. Budgets

The Authority follows these procedures in establishing the budgetary process:

1. The executive director and the fee accountant prepare the budget in
accordance with the U.S. Department of Housing and Urban Development
(HUD) guidelines.

2. HUD reviews the proposed budget and makes corrections, revisions, and
amendments as necessary.

3. The executive director submits the budget to the Authority’s board of
commissioners for approval.

4. The board of commissioners approves the budget.

The Authority does not budget depreciation expense; therefore, the budget is not prepared
in accordance with generally accepted accounting principles. The budget is a guideline to
operations and is not a legally enforceable document. The Authority’s level of budgetary
control is at the individual fund level.

. Cash and Cash Equivalents

Cash includes amounts in demand deposits and certificates of deposit.

State statutes authorize the government to invest in interest bearing accounts with local
financial institutions, certificates of deposit, direct obligations of the U.S. Treasury or New
Mexico political subdivisions, and the State Treasurer’s Investment Pool. New Mexico
State Statutes require that financial institutions with public monies on deposit pledge
collateral, to the owner of such public monies, in an amount not less than 50% of the
uninsured public monies held on deposit. Collateral pledged is held in safekeeping by
other financial institutions, with safekeeping receipts held by the Authority. The pledged
securities remain in the name of the financial institution.

. Receivables

All receivables are reported at their gross value and, where applicable, are reduced by the
estimated portion that is expected to be uncollectible.

. Inventory

Material and supplies are valued at cost, which approximates market, using the first-
inffirst-out (FIFO). The Authority has created an allowance for obsolete inventory. The
allowance is 10% of total cost. The Authority deems this percentage sufficient.

10
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

G. Prepaid ltems

H.

Payments made to vendors for services that will benefit periods beyond June 30, 2018,
are recorded as prepaid items.

Capital Assets

Capital assets, which include property, plant, equipment, computer hardware and
software, furniture, fixtures, and vehicles are valued and reported at cost where historical
records are available and at an estimated historical cost where no historical records exist.
Donated capital assets are valued at their estimated fair market value on the date of
donation.

Major outlay for capital assets and improvements are capitalized as projects when
constructed. Interest incurred during the construction phase of capital assets is included
as part of the capitalized value of the assets constructed. The costs of normal maintenance
and repairs that do not add to the value of the asset or materially extend asset lives are
not capitalized. Improvements are capitalized and depreciated over the remaining useful
lives of the related capital assets, as applicable.

Prior to June 17, 2005, the Authority defined capital assets as assets with an initial
individual cost of more than $1,000 and an estimated useful life in excess of one year.
Effective June 17, 2005, in accordance with state statutes the Authority changed its
capitalization threshold to include only assets with a cost of $5,000 or more. All assets
capitalized prior to June 17, 2005 that are property of the Authority remain on the financial
and accounting records of the Authority.

Property, plant, equipment, and vehicles are depreciated using the straight-line method
over the estimated useful lives as follows:

Buildings 50 years
Equipment, computer hardware and

software, furniture, and fixtures 5 years
Building improvements 20 years
Vehicles 5 years

Compensated Absences

Vested or accumulated vacation leave, is reflected as a liability of Authority. In accordance
with the provisions of Governmental Accounting Standards Board, Statement No. 16,
Accounting for Compensated Absences, no liability is recorded for nonvesting
accumulating rights to receive sick pay benefits. There was no compensated absences
amount at June 30, 2018.

11
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

J. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate
section for deferred outflows of resources. This separate financial statement element,
deferred outflows of resources, represents a consumption of net position that applies to a
future period(s) and so will not be recognized as an outflow of resources (expense) until
then.

In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element,
deferred inflows of resources, represents an acquisition of net position that applies to a
future period(s) and so will not be recognized as an inflow of resources (revenue) until that
time.

. Net Position

Net position comprises the various net earnings from operating income, non-operating
revenues and expenses, and capital contributions. Net position is classified in the following
three components:

Net Investment in Capital Assets — This component of net position consists of capital
assets, net of accumulated depreciation and reduced by the outstanding balances of any
bonds, mortgages, notes on other borrowings that are attributable to the acquisition,
construction or improvement of those assets. If there are significant, unspent related debt
proceeds at year end, the portion of the debt attributable to the unspent proceeds is not
included in the same net position component as the spent proceeds.

Restricted — This component of net position consists of constraints imposed by creditors,
such as through debt covenants; grantors, contributors, or laws or regulations of other
governments or constraints imposed by law through constitutional provisions or enabling
legislation.

Unrestricted — This component of net position consists of net position that does not meet
the definition of restricted or net investment in capital assets.

Cash Flows

For the purpose of the statement of cash flows, the Authority considers all highly liquid
investments, including restricted cash with maturity of three months or less when
purchased, to be cash equivalents.

. Use of Estimates

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

12



STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

2. CASH

New Mexico State Statutes provide authoritative guidance regarding the deposit of cash and
idle cash. Deposit of funds may be made in interest or non-interest bearing checking accounts
in one or more banks or savings and loan associations. Deposits may be made to the extent
that they are insured by an agency of the United States of America or by collateral deposited
as security or by bond given by the financial institution.

The rate of interest in non-demand, interest-bearing accounts shall be set by the state Board
of Finance, but in no case shall the rate of interest be less than one hundred percent of the
asked price on United States Treasury bills of the same maturity on the day of deposit.

Idle cash may be invested in a wide variety of instruments, including money market accounts,
certificates of deposit, the New Mexico State Treasurer’s investment pool, or in securities that
are issued by the state or by the United States government, or by their departments or
agencies, and which are either direct obligations of the state or the United States, or are
backed by the full faith and credit of those governments.

Cash Deposited with Financial Institutions

The Authority maintains cash in one financial institutions in Las Vegas, New Mexico. The
Authority’s deposits are carried at cost.

As of June 30, 2018, the amount of cash reported on the financial statements differs from the
amount on deposit with the various institutions because of transactions in transit and
outstanding checks. The locations and amounts deposited are as follows:

Per Financial Reconciling Per Financial
Institution ltems Statements
Community 1st Bank $ 47,516 $ (2,873) $ 44,643

The amounts reported as cash for the Authority within the financial statements is displayed
as:

Statement of Net Position:
Cash $ 39,373
Restricted cash 5,270

Total cash reported on
the financial statements $ 44,643

Except for items in transit, the carrying value of deposits by the respective depositories
equated to the carrying value by the Authority. All deposits are collateralized with eligible
securities, as described by New Mexico State Statute, in amounts equal to at least 50% of the
Authority carrying value of the deposits (demand and certificates of deposit). Such collateral,
as permitted by the state statutes is held in each respective depository bank’s collateral pool
at a Federal Reserve Bank, or member bank other than the depository bank, in the name of
the respective depository bank and pledged as a pool of collateral against all of the public
deposits it holds with the exception of deposit insurance provided by the Federal Deposit
Insurance Corporation.

13
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

CASH (continued)

Cash Deposited with Financial Institutions (continued)

Community 1st

Bank
Total deposits in bank $ 47,516
Less FDIC insurance (47,516)

Uninsured public funds

Pledged collaterial held by pledging
bank's agent, but not in the Authority's name

Uninsured and uncollateralized
public funds $

Total pledged collateral $
50% pledged collateral requirement
per state statute

Pledged collateral (under)
over the requirement $

A detailed listing of the pledged collateral is contained in the supplemental financial
information section of this report.

Custodial Credit Risk — Deposits — Custodial credit risk is the risk that in the event of a bank
failure, the government’s deposits may not be returned to it. The Authority does not have a
deposit policy for custodial credit risk. As of June 30, 2018, none of the Authority’s bank
balance was exposed to custodial credit risk.

RECEIVABLES, NET

Receivables at June 30, 2018, consisted of the following:

Accounts:

Tenants' rent $ 430
Less allowance for doubtful accounts (157)
273

Intergovernmental:
HUD operating subsidy 5,632
Interest 2
Receivables, net $ 5,907

The Authority’s policy is to provide for uncollectible accounts based upon expected defaults.

14
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STATE OF NEW MEXICO

VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS

CAPITAL ASSETS

JUNE 30, 2018

Capital assets for the fiscal year ended June 30, 2018:

Business-Type Activities:

Capital assets, not being depreciated:
Land
Construction in progress

Total capital assets, not
being depreciated

Other capital assets, being depreciated:

Buildings
Non-dwelling structures
Furniture and equipment

Total other capital assets,
being depreciated

Less accumulated depreciation for:
Buildings
Non-dwelling structures
Furniture and equipment

Total accumulated depreciation

Other capital assets, net

Total capital assets, net

Balance Balance
06/30/17 Increases Decreases 06/30/18
$ 7,227 $ - $ - $ 7,227
53,456 2,150 (51,316) 4,290
60,683 2,150 (51,316) 11,517
838,245 65,046 903,291
20,865 19,938 40,803
15,774 - 15,774
874,884 84,984 959,868
(791,364) (14,976) (806,340)
(18,303) (719) (19,022)
(15,774) - (15,774)
(825,441) (15,695) (841,136)
49,443 69,289 118,732
$ 110,126 $ 71,439 $ (51,316) $ 130,249

PENSION PLAN - PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

The Public Employees Retirement (PERA) Fund is a cost-sharing, multiple employer defined
benefit pension plan. Eligibility for membership in the PERA Fund is set forth in the Public
Employees Retirement Act (Chapter 10, Article 11 NMSA 1978). The employees are part-time

and therefore do not qualify to participate.

POST-EMPLOYMENT BENEFITS

The Retiree Health Care Act, Chapter IV, Article 7C, NMSA 1978 provides a comprehensive
core group health insurance for persons who have retired from certain public service in New
Mexico. The Authority has elected not to participate in the post-employment health insurance

plan.

15
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

RISK MANAGEMENT

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions, injuries to employees; and natural disasters. The
Authority has purchased commercial insurance to provide for these contingencies. The
Authority pays an annual premium for its general insurance coverage and risk of loss is
transferred.

CONTINGENT LIABILITIES

Amounts received or receivable from grantor agencies are subject to audit and adjustment by
grantor agencies, principally the federal government. Any disallowed claims, including
amounts already collected, may constitute a liability of the applicable funds. The amounts, if
any, of expenditures which may be disallowed by the grantor cannot be determined at this
time although the Authority expects such amounts, if any, to be immaterial.

RECONCILIATION OF SUPPLEMENTAL FEDERAL FINANCIAL INFORMATION

The financial data schedule presented as supplemental federal financial information is
additional financial information required by the U.S. Department of Housing and Urban
Development (HUD). The schedule, although prepared in accordance with accounting
principles generally accepted in the United States of America, requires reporting of the various
grants awarded to the Authority as separate funds. These grants are combined by program
within the financial statements. The financial data schedules require classifications and
terminology that differ from those used in the financial statements. Therefore, the presentation
may differ from that used in the financial statements. A reconciliation of the financial
statements and financial data schedule is presented below:

Financial Financial
Statements Differences Data Schedule

Assets $ 189,395 $ - $ 189,395
Liabilities $ 11,098 $ - $ 11,098
Deferred inflows of resources 88 - 88
Net position 178,209 - 178,209

Total liabilities, deferred inflows $ 189,395 $ - $ 189,395

of resources and net position
Revenues $ 144,193 $ - $ 144,193
Expenses (114,366) - (114,366)

Excess of revenues

over expenditures $ 29,827 $ - $ 29,827

16



SUPPLEMENTARY INFORMATION



STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY
STATEMENT OF LOW RENT FUND REVENUES AND EXPENSES
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2018

Variance With

Original Final Final Budget
Budget Budget Actual Over (Under)
Operating Revenues:
Tenant income 39,860 40,670 $ 40,666 $ 4)
Intergovernmental 69,630 69,203 69,203 -
Interest income 50 30 42 12
Miscellaneous income 360 360 114 (246)
Total operating revenues 109,900 110,263 110,025 (238)
Operating Expenses:

Administrative salaries 21,220 25,230 25,671 (441)
Training - - 1,655 (1,655)
Travel 3,080 810 1,453 (643)
Accounting fees 3,000 3,940 4,183 (243)
Auditing fees 3,200 6,440 6,439 1
Other administrative expenses 7,730 5,030 4,410 620
Collection losses 750 150 14 136
Water and solid waste 3,020 3,240 3,359 (119)
Electricity 2,600 2,410 2,227 183
Gas 7,560 910 827 83
Other utilities 3,870 4,320 3,893 427
Maintenance labor 18,720 16,360 16,910 (550)
Maintenance materials 4,000 10,280 6,116 4,164
Maintenance contracts 12,030 7,010 9,468 (2,458)
Insurance 7,870 8,180 7,644 536
Employee benefits 3,460 3,940 3,902 38
Total operating expenses 102,110 98,250 98,171 79
Net income (loss) 7,790 12,013 $ 11,854 $ (159)
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY
LOW RENT FUND
RECONCILIATION OF THE BUDGETARY COMPARISON SCHEDULES TO THE
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION
FOR THE YEAR ENDED JUNE 30, 2018

Sources/Inflows of Resources:
Actual amounts (budgetary basis) "operating revenues" from the
budgetary comparison schedules: $ 110,025

Differences - Budget to GAAP:
The Authority budgets for Low Rent grant revenues as operating revenues
for budgetary purposes. Low Rent revenues are reported as non-operating
revenues for financial reporting purposes. (69,203)

The Authority budgets for interest income as operating revenues for budgetary
purposes. Interest income is reported as non-operating revenues for
financial reporting purposes. (42)

The Authority budgets for miscellaneous revenues as operating revenues for
budgetary purposes. Miscellaneous revenue is reported as non-operating
revenues for financial reporting purposes. (114)

Total operating revenues as reported on the statement of
revenues, expenses and changes in fund net position. $ 40,666

Uses/Outflows of Resources:
Actual amounts (budgetary basis) "operating expenses" from the
budgetary comparison schedules. $ 98,171

Depreciation expense is not considered an outflow of operating resources
for budgetary basis but is considered an expense for financial reporting
purposes. 11,332

Total operating expenses as reported on the statement of
revenues, expenses and changes in fund net position. $ 109,503
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

SCHEDULE OF CASH ACCOUNTS
JUNE 30, 2018

Financial

Financial Institution/ Type of Institution Reconciling Reconciled

Account Description Account Balance ltems Balance
Community 1st Bank
PO Box 100
Las Vegas, NM 87701
Wagon Mound Housing Authority Checking $ 16,112 $ (2,873) % 13,239
Wagon Mound Housing Authority Checking 5,270 - 5,270
Wagon Mound Housing Authority Savings 26,134 - 26,134

$ 47,516 $ (2,873) $ 44,643
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

FINANCIAL DATA SCHEDULE
JUNE 30, 2018

Total
Line ltem Description Projects
111 Cash - unrestricted $ 39,373
114 Cash - tenant security deposits 5,270
100 Total cash 44,643
122 Accounts receivable - HUD other projects 5,632
126 Accounts receivable - HUD other projects 430
126.1 Allowance for doubtful accounts - dwelling rent (157)
129 Accrued interest receivable 2
120 Total receivables, net of allowance for doubtful accounts 5,907
142 Prepaid expenses and other assets 2,485
143 Inventories 6,790
143.1 Allowance for obsolete inventories (679)
150 Total current assets 59,146
161 Land 7,227
162 Buildings 944,094
164 Furniture, equipment and machinery - administration 15,774
166 Accumulated depreciation (841,136)
167 Construction in progress 4,290
160 Total capital assets, net of a/d 130,249
290 Total assets $ 189,395
312 Accounts payable <= 90 days $ 3,323
321 Accrued wage/payroll taxes payable 3,611
341 Tenant security deposits 4,164
342 Unearned revenues 88
300 Total liabilities 11,186
508.1 Net investment in capital assets 130,249
512.1 Unrestricted net assets 47,960
513 Total equity 178,209
600 Total liabilities and equity $ 189,395
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

FINANCIAL DATA SCHEDULE
JUNE 30, 2018

Low Capital Fund
Rent Program
Line ltem Description 14.850 14.872 Total

70300 Net tenant rental revenue $ 40472 $ - $ 40472
70400 Tenant revenue - other 194 194
70500 Total tenant revenue 40,666 - 40,666
70600 HUD PHA operating grants 69,203 500 69,703
70610 Capital grants - 33,668 33,668
71100 Investment income - unrestricted 42 - 42
71500 Other revenue 114 - 114
70000 Total revenues 110,025 34,168 144,193
91100 Administrative salaries 25,671 - 25,671
91200 Auditing fees 6,439 - 6,439
91310 Bookkeeping fees 4,183 - 4,183
91400 Advertising and marketing 270 - 270
91500 Employee benefit contributions - administrative 2,349 - 2,349
91600 Office expenses 4,879 - 4,879
91800 Travel 1,453 - 1,453
91900 Other 916 500 1,416
91000 Total operating - administrative 46,160 500 46,660
93100 Water 3,359 - 3,359
93200 Electricity 2,227 - 2,227
93300 Gas 827 - 827
93600 Sewer 3,893 - 3,893
93000 Total utilities 10,306 - 10,306
94100 Ordinary maintenance and operations - labor 16,910 - 16,910
94200 Ordinary maintenance and operations - materials and other 6,116 - 6,116

94300-010 Ordinary maintenance and operations contracts -
garbage and trash removal contracts 3,392 - 3,392

94300-050 Ordinary maintenance and operations contracts -
landscape and grounds contracts 648 - 648

94300-060 Ordinary maintenance and operations contracts -
unit turnaround contracts 420 - 420

94300-070 Ordinary maintenance and operations contracts -
electrical contracts 1,261 - 1,261

94300-080 Ordinary maintenance and operations contracts -
plumbing contracts 294 - 294

94300-120 Ordinary maintenance and operations contracts -
miscellaneous contracts 3,453 - 3,453
94300 Ordinary maintenance and operations contracts 9,468 - 9,468
94500 Employee benefit contribution - ordinary maintenance 1,553 - 1,553
94000 Total maintenance 34,047 - 34,047
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

FINANCIAL DATA SCHEDULE
JUNE 30, 2018

Low Capital Fund
Rent Program
Line ltem Description 14.850 14.872 Total
96110 Property insurance 4,794 - 4,794
96120 Liability insurance 874 - 874
96130 Workmen's compensation 1,103 - 1,103
96140 All other insurance 873 - 873
96100 Total insurance premiums 7,644 - 7,644
96400 Bad debt - tenant rents 14 - 14
96900 Total operating expenses 98,171 500 98,671
97000 Excess revenues over operating expenses 11,854 33,668 45,522
97400 Depreciation expense 11,332 4,363 15,695
90000 Total expenses 109,503 4,863 114,366
Excess of revenues over expenses $ 522 $ 29,305 29,827
11030 Beginning equity $ 97,066 $ 51,316 148,382
11190 Unit months available 244 - 244
11210 Unit months leased 225 - 225
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ADDITIONAL INDEPENDENT AUDITORS’ REPORT



FIERRO & FIERRO, P.A. CERTIFIED PUBLIC ACCOUNTANTS

Ed Fierro, CPA ¢« Rose Fierro, CPA 527 Brown Road * Las Cruces, NM 88005
Bus: (575) 525-0313 » Fax: (575) 525-9708
www.fierrocpa.com

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

Independent Auditors' Report

Wayne A. Johnson, State Auditor
and
Board of Commissioners
Village of Wagon Mound Public Housing Authority
Wagon Mound, New Mexico

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the business-type activities and each
major fund, of the Public Housing Authority (Authority) of the Village of Wagon Mound, New Mexico, a
component unit of the Village of Wagon Mound, New Mexico, as of and for the year ended June 30, 2018 and
the related notes to the financial statements, which collectively comprise the Authority’s basic financial
statements, and the budgetary comparison of low rent major enterprise fund of the Authority, presented as
supplemental information, and have issued our report thereon dated November 26, 2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Authority’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Authority’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards, and which are described in the accompanying schedule of findings
and responses as items 2018-001 and 2018-002.

Authority’s Response to Findings

The Authority’s response to the findings identified in our audit is described in the accompanying schedule
of findings and responses. The Authority’s response was not subjected to the auditing procedures applied
in the audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

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

{ - .

Ko + Litiin P A.
Fierro & Fierro, P.A.
Las Cruces, New Mexico

November 26, 2018
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2018

FINANCIAL STATEMENT FINDINGS

ltem 2018-001 — Other Non-Compliance — FY 2016 — 2017 Audit Report Presentation

Statement of Condition — During the review of the Board of Commissioners’ board minutes, it
was discovered that the audit report for the fiscal year ended June 30, 2017 was presented during
the February 12, 2018 meeting; however, there were no auditing firm personnel present at the
meeting to present the audit report.

Criteria — New Mexico Administrative Code Title 2, Chapter 2, Part 2, Audits of Governmental
Entities Requirements for Contracting and Conducting Audits of Agencies Section 2.2.2.10 M (4)
states, ‘Once the audit report is officially released to the agency the by State Auditor (by a release
letter) and the required waiting period of five calendar days has passed, unless waived by the
agency in writing, the audit report shall be presented by the IPA, to a quorum of the governing
authority of the agency at a meeting held in accordance with the Open Meetings Act, if applicable.”

Effect — By the auditing firm not being present during the presentation of the audit report, to the
Board of Commissioners, during a public meeting, the insight to the audit report as well as the
discussion of any audit findings and recommendations are not communicated to those charged
with governance. Discussing the audit findings with the Board, and answering any questions the
Commissioners or staff may have, can help ensure creation and implementation of a corrective
action plan; thus, a less likelihood of repeat findings in subsequent years. Finally, Authority
officials and personnel are subject to penalties and fines as defined in the New Mexico
Administrative Code 2.2.2 and the New Mexico State Statutes.

Cause — The Board of Commissioners and the executive director were unaware of the
requirements of the Administrative Code and the State Auditor's office concerning the
presentation of the audit report by the auditing firm, in a public meeting, after the report has been
released by the State Auditor’s Office.

Recommendation — We recommend Authority officials and staff review the New Mexico
Administrative Code 2.2.2 and establish procedures to provide assurance of compliance with laws
and regulations.

View of Responsible Officials and Planned Corrective Actions — The Board of
Commissioners and the Executive Director were unaware of the requirements of the
Administrative Code and the State Auditor’s office concerning the presentation of the audit report
by the auditing firm, in a public meeting, after the report has been released by the State Auditor’s
office. The Board of Commissioners and the Executive Director will review the New Mexico
Administrative Code 2.2.2 and establish procedures to provide assurance of compliance with
these laws and regulations by June 30, 2019.
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2018

FINANCIAL STATEMENT FINDINGS (continued)

ltem 2018-002 — Other Non-Compliance - Tenant Files

Statement of Condition — During the course of our audit, we performed audit tests of the tenant
files retained by the Authority. We selected seven tenant files to test. Our tests revealed the
following matters:

e Seven instances where the applicant did not fill out the Community Service/Self
Sufficiency Policy.

o Two instances where the Release of Information/Federal Privacy form was not
signed by a tenant.

e One instance where the property had not been inspected during the fiscal year.

¢ One instance where the property had been inspected during the fiscal year, but
not countersigned by the tenant.

¢ One instance where the Personal Declaration form was not signed by a tenant.

Criteria — The Authority has established policies and procedures regarding the retention of tenant
information in order to substantiate eligibility as required by the U.S. Department of Housing and
Urban Development (24 CFR sections 5.230, 5.601, 5.609, 960.253, 960.255, and 960.259).

24 CFR section 5.230 states that ‘as a condition of admission or continued occupancy, the
Authority require the tenant and other family members to provide necessary information,
documentation, and releases for the PHA to verify income eligibility’.

24 CFR section 5.601 et seq. states that the Authority ‘determine income eligibility and calculate
the tenant’s rent payment using the documentation from third party verification’. Furthermore, 24
CFR sections 960.253, 960.257, and 960.259 states that the Authority ‘reexamine family income
and composition at least once every 12 months and adjust the tenant rent and housing assistance
payment as necessary using the documentation from third party verification’.

Finally, the Quality Housing and Work Responsibility Act of 1998 requires that ‘all non-exempt
public housing adult residents (18 or older) contribute eight (8) hours per month of community
service (volunteer work) or participate in eight (8) hours of training, counseling, classes, and other
activities which help an individual toward self-sufficiency and economic independence. This is a
requirement of the Public Housing Lease.’

Effect — Not complying with rules and regulations established by the U.S. Department of Housing
and Urban Development could jeopardize funding from the federal agency. Further, the agency
may have penalties regarding noncompliance with their rules and regulations.

Cause — The Authority’s executive director failed to maintain the tenant files as per HUD
regulations.
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY

SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2018

FINANCIAL STATEMENT FINDINGS (continued)

ltem 2018-002 — Other Matters - Tenant Files (continued)

Recommendation — The Authority needs to review its procedures concerning their tenant files
and documentation retention. All tenant files need to be reviewed to determine what
documentation is missing or out of date, if applicable, and the Authority needs to take the
appropriate steps to complete the tenant files.

Views of Responsible Officials and Planned Corrective Actions — The Authority’s Executive
Director failed to maintain the tenant files as per HUD regulations. The Authority will review its
procedures concerning the tenant files and documentation retention. All tenant files will be
reviewed to determine what documentation is missing or out of date, if applicable. The Authority’s
executive director will take the appropriate steps to complete the tenant filed by November 30,
2018.

STATUS OF PRIOR YEAR FINDINGS

None.
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STATE OF NEW MEXICO
VILLAGE OF WAGON MOUND
PUBLIC HOUSING AUTHORITY
EXIT CONFERENCE AND FINANCIAL STATEMENT PREPARATION
JUNE 30, 2018

EXIT CONFERENCE

The audit report for the fiscal year ended June 30, 2018, was discussed during the exit conference
held on November 29, 2018. Present for the Public Housing Authority was: Esther Mondragon,
chairperson and Theresa Carmody, executive director. Present from the auditing firm was
Dominic Fierro, Manager.

FINANCIAL STATEMENT PREPARATION

The auditing firm of Fierro & Fierro, P.A., Certified Public Accountants, prepared the audit report
that contains the financial statements and notes to the financial statements of the Village of
Wagon Mound Public Housing Authority as of and for the year ended June 30, 2018. The Authority
prepares all accruals and deferrals to adjust the general ledger as necessary in order to present
financial statements in accordance with generally accepted accounting principles. The Authority
also performed all depreciation calculations for the Authority. The Authority’s upper management
has reviewed and approved the financial statements and related notes, and they believe the
Authority’s books and records adequately support them.
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