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We have audited the sccompanying financlal statéments of tThe
governmental sctivities and the Dbudgetary comparlson for the
General Fund of the Mesa Soll & Water Conservation District, as ot
-nd for the vear ended June 30, 2010, which collectively comprise
the Conservancy District’s basic fFinancial statements as listed 1n

fhe table of contents. These financial statements are the
responsibility of the Mesa Soil & Water Conservatlon District’s
management. Our responsibility 1s LTO €Xpress opinions on these

financial statements hased on our audit.

e conducted our audit 1in accordance with auditing standards
generally accepted in the United States of America and the
«tandards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller Ceneral of the United
ctates. Those standards regulre rhat we plan and perform the audilt
fo obtain reasonable assurance about whether < the financial
statements are free of material misstatement. An laudit includes
consideration of internal control over financial |reporting as a
basis for designing audit procedures that are appropriate in the
~ircumstances, but not for the PUrposSe of expressing an opinion On
fhe effectiveness of the Mesa S5So0l1l & Waterl Conservation District’s
{nternal control over financial reporting. According, we exXpress
no such opinion. An audlt includes examining, on a test basils,
~vidence supporting the amounts and disclosures i¢ the financlal
statements. an  audit also includes assessing the accounting
orinciples used and significant estimates made by management, as
well as evaluating the overall Financial statement presentation.
e believe that our audit provides a reasonable| basls Ifor our

opinions.

Tn our opinion, the financial statements referred ﬁo above present
fairly, in all material respects, the respective firlancial position

of the governmental activities of the Mesa " So1l & Water
Conservation District, as of June 30, 2010, and| the respective
changes in financial position and cash flows, where applicable,

rhereof, and the respective budgetary comparisons for the General

- f




Frund for the vyear then ended in conformity wlth accounting
principles generally accepted in tnhe United States of America.

'n accordance with Government Auditing Standards, we have also
issued our report dated December 13, 2011 on our consideration ot
the Mesa Soll & Water Conservation District’'s internal control over
financial reporting and our rests of its compliance with certaln
provisions of laws, regulations, contracts and grant agreements and
other matters. The purposec of that report 1s TO describe the scope
~f our testing of internadl ~ontrol over financial reporting and
compliance and the results of that testing and not to provide an
opinion on the ‘nternal control over financilal reporting or on
compliance. That report 1s an integral part of an audit performed
in accordance with Government Auditing Standards and should be

~onsidered in assessing the results of our audit.

The Conservancy District has not presented Tne Management’s

Niscussion and Analysis that sccounting principles generally
accepted 1n the United States has determined 1s necessary CO

supplement, slthough not required TO be part of, the Dbasic
financial statements.

-----

December 13, 2011
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SsTATE OF NEW MEXICO
MESA SOIL & WATER CONSERVATION DISTRICI
Statement of Net Assets
June 30, 2010

Covernmental
Activities
ASSETS
Current Assets
Cash S 11,123
Total current assets 11,123
Capital Assets
Equlipment 9, 200
Total capital assets 9,900
l,ess accumulated depreciation (6, 600)
Total capital assets (net of
accumulated depreciation) 3,300
Total assets S 14,423
TTABILITIES AND NET ASSETS
Current Liabilities
NMFA Loan 3 1,904
Total current liabilities 1,904
Non-Current Liabilities
NMEFA Loan 3,692
Total non-current liabilitiles 3,692
Total liabilities 5,596
Net Assetls
Tnvested in capital assetls 3,300
Unrestricted 5,527
Total net assets 8,827
Total liabilities and net assetls S 14,423

The accompanylng notes are all integral part of these financial statements.
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STATE OF NEW MEXICO
MESA SOIL & WATER CONSERVATION DISTRICT
Statement of Activities
Year Ended June 30, 2010

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary government:
Governmental activities:
General government 3 20,797 $ - 5 1,250 S =
Total governmental activities 20,797 - 1,250 -

General Revenues:
Property taxes

State aid not restricted to speclal purpose
Legislative appropriation

Investment earnings
Total general revenues

Change 1n net assets

Net assets - beginning of year, as previously reported
Restatement

Net assets - beginning of year, as restated

Net assets - endling

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

Statement

Net (Expenses)
Revenue and
Changes 1n
Net Assets

Governmental
Activities

S (19, 547)

(19,547}

5,065

1,021
119

12,811

(6, 736)

18, 963
(3,400)

15,563

S 8,827




STATE OF NEW MEXICO

Balance Sheet
Governmental Funds
June 230, 2010

ASSETS
Cash on deposit

Total assets

LIARILITIES
Accounts pavable

Total liabilities

L*]

FUND BALANC
Unreserved:
Designated for subsequent

vears expenditures
Undesignated reported 1n:
General fund

Total fund balance

Total liabilites and
fund balance

The accompanylng notes are an integral part of thes

Statement 3

MESA SOIL & WATER CONSERVATION DISTRICT

General
3 11,123
S 11,123
S -
11,123
11,123
S 11,123

o financial statements.



STATE OF NEW MEXICO Statement 4
MESA SOIL & WATER CONSERVATION DISTRICT
Reconciliation of the Balance Sheet - Governmental Funds
to the Statement of Net Assetls
June 30, 2010

Amounts reported for governmental activities 1n the
statement of net assets are different because:

Tetal fund balances - governmental funds S 11,123

Capital assets used 1n governmental activities are
not financial resources and therefore are not

reported as assets 1n governmental funds

The cost of capltal assets 9, 900

Accumulated depreciation (6, 600)

3, 300

Long-term and certain other liabilities, including

bonds pavyable, are not due and payapble 1in the
current period and therefore are not reported as liabilities
in the funds. Long-term and other liabilitles at vear—end

consist of:

NMFA Loan (H,590)

Compensated absences —

(5,590)

Net assets of governmental activitles S 8,827

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



STATE OF NEW MEXICO
MESA SOIL & WATER CONSERVATION DISTRICT
Governmental Funds

L*]

Statement of Revenues, Expenditures and Changes 1in Fund Balances

For the year ended June 30, 2010

General
Fund
R-Tlvilz-:NU::_tlJ S
Taxes S 5,000
Local sources 1,250
State sources 7,027
Farnings from investments 119
Total revenues 14,061
EXPENDITUREDS
Current:

General government 17,497
Capital outlay —
NMFA principle 1,904
NMFA 1nterest =

Total expendlitures 19,401
EFxcess (deficlency) revenues

over expenditures 5,340

OTHER FINANCING SOURCES (UShES)
Loan proceeds 7,500
Total other financing sources (uses) 7,500
Net change in fund balances 2,160
rund balance beginning of year 8,903
Fund balance end of year S 11,123

Statement 5

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



STATE OF NEW MEXICO
MESA SOTIL & WATER CONSERVATION DISTRICT
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,

Net change in fund balances - total governmental funds

Amounts reported for governmental activities 1n the

Sratement of Activitiles are different because:

Capital outlays to purchase oOr build capital
assets are reported in governmental funds as
expenditures. However, oI governmental
sctivities those costs are shown 1in the statement
of net assets and allocated over their estimated

useful lives as annual depreciatlon expenses in the

statement of activities. This is the amount by which

depreciation expenses exceed capital outlays in the period.

Depreclatlion expense

Capital outlays

Excess of capital outlay over depreciatlon expense

In the Statement of Activities, certaln operating

expenses are measured by the amount incurred

dquring the vyear. In the fund financial statements
however, expenditures are measured by the amount

~f financial resources used (essentially the amounts
sctually paid). The (increase) decrease in the

liabilities for the year werej

Compensated absences payable

The issuance of long-term debt provides current
financial resources to governmental funds while
the repayment of the principal of long-term debt
consumes the current financial resources of

governmental funds. Repayment of loans payable

ig an expenditure 1in the governmental funds, but 1t
reduces long-term liabilities in the statement of net
assets and does not affect the Statement of Activities.

Proceeds of loan
Repayment of long-term debt

Change in net assets of governmental activities

2010

(3,300)

(7,500)
1,904

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

Statement ©

S 2,160
(3,300)

) (5,596)

$ (6,736)




Statement 7

STATE OF NEW MEXICO
MESA SOTIL & WATER CONSERVATION DISTRICT
General Fund
Statement of Revenues and Expenditures -
Rudget and Actual (Non-GAAP Budgetary Basis)
Year Ended June 30, 2010

Varliance
Original Final Favorable
Budget Budget Actual (Unfavorapie)
REVENUES
Taxes 5 2,600 5 2,600 S 5,136 3 2,536
Local sources 1,000 1,250 1,250 —
State sources 15,000 15,000 7,627 (7,373)
Farnings from investments 1,000 1,000 140 (860)
Total revenues S 19,600 S 19,850 S 14,153 S (5,697)
FXPENDITURES
Current:
General government S 30,000 S 30,000 S 24,124 5 5,876
Capital outlay - - = =
Total expenditures 3 30,000 S 30,000 S 24,124 S 5,876
OTHER FINANCING SOURCES
Loan proceeds 3 10,000 S 10,000 S 7,500 S (2,500)
Total other financing
sources S 10,000 S 10,000 S 7,500 S (2,500)
BUDGETED CASH BALANCE S 400 S 150
REVENUES
Budgetary basils S 14,153
(Decrease) 1n recelvabies (92)
Modified accrual basis S 14,061
EXPENDITURES
Budgetary basls S 24,124
(Decrease) 1in accounts payable (4,723)
Modified accrual basis S 19,401

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

9



A

STATE OF NEW MEXICO
MESA SOIL & WATER CONSERVATION DISTRICT
Notes to Financial Statements
Vear Ended June 30, 2010

O

1]

SUMMARY OF SIGNIFICANT ACCOUNTING POLICT

The Mesa Soil & Water Conservation District (District)

Jra—

1S

organized under the provisions of the Soll ana Water Conservation
District Act (73-20-25 through 73-20-49 NMSA 1978). The District

is a governmental subdivision of the state, a public body

corporate and politic, organized for control and prevention

OL

flood, sediment, and soll erosion damage, and to further the

~conservation, development and beneficial use of water and soll

resources. The governing body of the District consists of five
clected supervisors, four of whom must be landowners 1n the
district. Two additional supervisors may be appolnted to the
district board. The Board of Supervisors has chosen to not

appoint the two additional supervisors. Supervisors serve a term

of three vyears and continue 1n O Fice until a successor
clected or appointed.

-

1S

The financial statements of tnhe Mesa 201l & Water Conservation

Nistrict have been prepared 1in conformity with account
principles generally accepted 1in the United oStates of Amer

1Ng
1Cca

(GAAP) as applilied €O government units. The Governmental

Accounting Standards Roard (GASB) 1s the accepted standa
setting body for establishing governmental accounting

e

=

government’s accounting policlies are described pbelow.

Reporting Entity

Tn evaluating how to define the government, for financ
reporting purposes, management nas considered all potent
component units. The decision o include a potentlial compon

unit in the reporting entity was made by applying the crite
set forth 1n GAAP. The basic-but not the only-criterion

including a potential component unit within the report
entity 1s the governing body’s ability to exercise oversl

—

r -
and

financial reporting principles. The more significant of the

1al
1al
ent
ria
for
1Nng

ght

responslibllity. The most significant manifestation of this

ability is financial interdependency. Other manifestations
the ability to exercise oversight responsibility i1nclude,
“re not limited to, the selection of governing authority,
designation of management, the ability to significan
influence operations, and accountability for fiscal matte
A second criterion used in evaluating potential component un
is the scope of public service. Application of this criter
involves considering whether the activity benefilts

government and/or its citizens, Or whether the activity

~onducted within the geographic boundaries of the governm

and is generally available to its citizens. A third criter
used to evaluate potential component units for inclusion
exclusion from the reporting entity is the existence of spec
financing relationships, regardless oL whether the governm
s able to exercise oversight responsibilities. Based upon
application of these criteria, the Conservancy District had

component Units.

10
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Notes to Financial Statements (continued)

B.

GCovernment-wide and fund financial statements

The government-wide financial statements (i.e., the statement

~f net assets and the statement of activities and changes 1in

net assets) report information oOn all of the nonfiduclary

ctivities of the Conservancy District. For the most part, the
cffect of interfund activity has Dbeen removed from these
statements. covernmental activities, which 1s normally
Supportedljytxnmﬁsaﬂd.intergovernmental revenues, are reported
separately from business—type activities, which rely to a
significant extent on fees and charges for support. However,
rhe Conservancy District does mnot have any fiduclary O

business-type activities.

The statement of activities demonstrates the degree to which
fhe direct expenses of a given functlion OF segment are offset
by program revenues. Direct expenses are those that are
clearly i1dentifiable witn a specific function or segment.
Program revenues include 1) charges toO customers or applilicants
who purchase, use, OX directly benefit from goods, services, Or
privileges provided Dby a given function or segment and 2 )
grants and contributions that are restricted to meeting tThe
operation or capital regulrements of a particular function or
segment. Taves and other items not properly 1ncluded among

program revenues are reported instead as general revenues.

e

Measurement focus, basis of accounting, and financlal statement

presentation

The government-wide financlal statements are reported using the
~conomic resources measurement focus and the accrual basis of

accounting, as are the proprietary fund financial statements.
Revenues are recorded when earned and expenses are recorded
when a liability 1s incurred, regardless of the timing ot
related cash flows. Property taxes are recognlized as revenues
in the vear for which they are billed. Grants and similar
items are recognized as revenue as sSo0n 4as all eligibility
reguirements imposed by the provider have been met.

covernmental fund financlal statements are reported using the
~urrent financial resources measurement focus and the modified
sccrual basis of accounting. Revenues are recognized as sSoOO0n
as they are both measurable and avallable. Revenues are
considered to be available when they are collectible within the

current period or soon enough thereafter to pay liabilities of
the current period. For this purpose, the government considers

~evenues to be available if they are collected within 30 davys

~f +he end of the current fiscal period. Lxpenditures
generally are recorded when a iability 1s incurred, as unaer
accrual accounting. However, debt service expenditures, as

well as expenditures related to compensated absences and clalms
and judgements, are recorded only when payment 1s due.

11



Notes to Financial Statements (continued)

Property taxes, franchise taxes, licenses, and interest
Sssociated with the current fiscal period are all considered to
be susceptible to accrual and so have been recognlzed as
~evenues of the current fiscal period. Sales and use taxes are
~lassified as derived tax revenues and are recognized as
revenue when the underlying exchange takes place and tne
revenues are measurable and avallable. Grants and similar
items are recognized as revenue as 500N dS all eligibility
requirements imposed by the provider have been met. Only the
portion of special “ssessments receivable due within tne
current fiscal period is considered to D€ susceptible to
secrual as revenue of the current period. All other revenue
itfems are considered to be measurable and avallable only when

~cash is received by the government.

The government reports the following major governmental funds:

The General Fund is the government’s primary operating fund.

I+ accounts for all financial resources of the general
government, except those required to be accounted for 1n

another fund.

Private-sector standards of accounting and financlal reporting
issued prior to November 30, 1983, generally are followed 1in
hboth the government-wide and propriletary fund financial
statements Lo The extent that those standards do not conflict
wvith or contradict guidance of the Governmenta. Accounting
St andards Board. Governments also have the option of following
subseguent private-sector guldance 1LOr their business-type
Lctivities and enterprise funds, subject to thls same
limitation. The government has elected to follow subseguent

private—-sector guidance.

—

As a general rule the effect of interfund activity, 1f
applicable, has Dbeen eliminated Irom the government-wide
financlal statements.

Program revenues included in the Statement of Activities derive
directly from the program itself or Ifrom parties outside the
Conservancy District’s taxpayers or cltizenry, as a whole;
program revenues reduce the cost of the function to be financed
from the Conservancy District’s general revenues. Program
revenles include: 1) charges for services To taxpayers O
applicants who purchase, use or directly benefit from the goods
or services provided by the given function 2) program-specific
operating grants and contributions and 3) program specific

capltal grants and contributions including special assessments.

Interna;ly'dedicated,resourcesewxare$mmi£mias general revenues
rather than as program revenues. Likewise, general revenues
include all taxes.

When both restricted and unrestricted resources are avallaple
for use 1t is the government’s polilicy to use restricted
resources first, then unrestricted resources as they are
needed.




Notes to Financial Statements (continued)

D.

Budgets and Budgetary Accounting

The budget is prepared on & rasis that differs from accounting

sl

principles generally accepted in the United States Ol America

(GAAP) . CAAP basis revenues and expendlitures include gccrued
amounts. The revenues and expenditures reported 1n the

budgetary comparisons are generally recorded on the cash basis.
The District uses the followlng orocedures to establish the

budgeted amounts reflected in the budgetary comparlsons:

1. Prior to April 1, the Budget Committee submits to the
District Board of Supervlisors a proposed revenue and

!

expendizufe budget for the fiscal year beginning July 1.

>  The Board reviews the Dbudget proposal and makes any
necessary adjustments.

[ —

3 Prior to June 1, the Board approves the pbudget by passing a

resolution.

4/ Prior to June 20, the approved budget is submitted to the
State of New Mex1i1co, Department of Finance and
ndministration, Local Government Division (DFA-LGD) for
approval by the first Monday of September. The Board

receives notice of the approved bﬁdget.

The legal level at which actual expenditures may not exceed
budgeted expenditures is at the total fund level. The Board
~an revise its budget with the approval of DFA-T.GD. There were
no changes made to the budget during the fiscal vyear.

Cash and Investments

~ash includes amounts in demand deposits as well as short-term

investments with a maturity of six months from The date
acquired by the government. State statutes authorize the

—

government to 1nvest 1n obligations of the U.S5. lreasury,
interes:.bearing'accoumtsnwﬁjulﬁmﬁl.financia1 institutions and

the State Treasurer Pool.

New Mexico Statutes require that financlal institutions with
public monies on deposit pledge collateral, to the owners of
such monies, in an amount not less that 50% of the public

monies held on deposit. Collateral pledgedh_is held 1in
safekeeping by other financial institutions, with safekeeplng
receipts held by the Conservancy District. The pledged

o

securlities remaln 1n the name OT the financial institution.

Inventories

——

Tnventories are valued at cost, which approximates market,
using the first-in/first-out (FIEO) method.

p—

The cost of 1inventories are recorded as expenditures when

ourchased rather than when consumed.

Capital Assets

cCapital assets, which include property, plant, equipment, and
infrastructure assets (e.g., roads, bridges, sidewalks, and
similar items), are reported in the applicable governmental or
business-type activities columns 1in the government-wide
financial statements. Capital assets are defined Dby the
government as assets with an initial, individual cost of more

13



Notes to Financial Statements (continued)

than $5,000 (amount not rounded) and an estimatead useful life
i excess of one year. This 1s an 1lncrease LION the $1,000

rhreshold reported 1in prior years. This 1s a change 1in
sccounting estimate. AllL previously reported Capltal Assets

fhat do not meet the updated amount wlll Dbe deprecliated
currently and 1in future periods until they are fully

depreciated. Donated Capital Assels are recorded at theilr
~stimated fair wvalue at the date of donation. Additions,
improvements and other capital outlays that significantly
~xtend the useful 1life of an asset are capitalized. Pursuant
to the implementation of GASB statement No. 34, the historical
cost of 1infrastructure assets, (retroactive to 1979) are

included as part of the governmental capital assets reported 1n
the government wide statements. The cost of normal malntenance

r——

and repairs that do not 2dd to the wvalue of the asset Or
materially extend assets lives are not capitalized.

Major outlays for capital assets and 1mprovements are
caplitalized as projects are constructed. ‘nterest incurred

p—

during the construction phase OL capital assets of business-

m—

type activitilies 1s included as part of the caplitalized value oI
the assets constructed.

Property, plant, and eguipment of the primary government 1s
depreciated using the straight line method over the followlng
cstimated useful lives:

Assetls Years
Fquipment 3

The Conservancy District does not capitalize computer software
or software deve oped for internal use (1f applicable) unless
-t exceeds the $5,000 threshold.

H. Compensated Absences

—

Tt is the policy of the Conservancy District to permit certain
employees to accumulate a limited amount of earned but unused
vacation, which will be paid to employees upon separation from
the Conservancy District’s service. All wvacation pay 18
sccrued  when incurred 1n the government-wide financlal
ot stements. A liability for these amounts 1s reported 1n the
governmental funds only 1f they have matured, for example, as
S result of employee reslgnations or retirements. There 1s no
liability for unpaid accumulated annual leave for the fiscal

vear end.

Sick pay does not vest and is recorded as an expenditure when
1t 1s paid.

T. Long-Term Obligations

'n the government-wide financial statements, long-term debt and

other long-term obligations are reported as liabilities 1n the
applicable governmental activitiles.

14



Notes to Financilal Statements (continued)

J .

Net AssSetrsS

The governmental activities and business-type activities
financial statements utilize a net assets presentation. Net

Sssets are categorized as follows:

Investment in capital assets, net of related debt - This
category reflects the portion of net assets that are assoclates
with capilital assets Lless outstanding capital asset related

debt.

Restricted net assets - This category reflects the portion Orf
"ot assets that have third party limitation on their use.

1

——
| —

Unrestricted net assets - This category reflects net assets OL

—

the Village not restricted for any project or other purposes.

Fund Egquity

In the fund financial statements, governmental funds report

reservations of fund balance that are not avallable for
appropriatlion Or are legally restricted by outside partlies for
use for a specific purpose. Designation of fund Dbalance
represent tentative management plans that are subject TO
change. The Village designates the portion of the year-end
fund  balance, not otherwise designated OF reserved, for
subsequent years’ expendltures. These designatlions are

established to earmark resources for specific future use and TO
‘ndicate tThat the fund equity does not represent avallable

spendable resources.

FEstimates

The preparation of financial statements in conformity with
sccounting principles generally accepted in the United States
~f America reguires management to make estimates and
assumptions that affect certain reported amounts  and
disclosures. Accordingly, actual results could differ from

those estimates.

Risk Management

——

The District is exposed to various risks of loOss due to torts,
theft or damage of assets, errors and omissions and natural
disasters. The District’s supervisors and employees are
covered by an errors and OmMISSI1ONS liability policy purchased
py the New Mexico State University, Department of Agriculture,
5 which the District is administratively attached. The limits
for this policy are $1,000,000 for each wrongful act and
$1,000,000 for the policy aggregated. The District 1s regulired

to obtain a corporate fidelity bond on behall of persons

responsible TOI District assets. The District currently
maintains a $10,000 fidelity bond on its Program Director and
Board of Supervisors. The District has not sustalned any

losses during the last several vyears and is not a defendant 1n
any lawsult.

15



Notes to Financial Statements (continued)

2.

DEPOSITORY COLLATERAL

According to the Federal Deposit Insurance Authority, public unit
deposits are funds owned by the Village’s Time deposits, savings

deposits and interest bearing NOW accounts oO:

" a public unit 1n an

institution in the same state will be insured up to $250,000 in

aggregate and separate from the 5250,000 coverage

demand deposits at the same Institution.

The following 1s the Cash on Deposit
institution.

Community Flrst

National Bank General Checking S

Community First

National Bank General Checking

New Mex1cCoO |
Finance Authority

Total amount on deposit
Deposit 1n transit
Outstanding checks

Total per financial statements

for publlic unit

at each financial

1,583

9, 0680

47777

S 11,746

S 11,746

(62 3)

S 11,123

The following schedule details the public money held by Community
First National Bank the pledged collateral provided for the

Conservancy District follows:

Cash on deposit at June 30

Less FDLCO

Uninsured funds

Funds needing collateralization
at 50% (regulred by State Law)

Pledged collateral at June 30

Excess of Pledged Collateral

Community
First Nat’l

Bank

S

S

Custodial Credit Risk - Deposits — Custodial Credit Risk 1s the
risk that 1n the event of Dbank failure, the

District’s deposits may not be returned to
District does not have a deposit policy

—

—

Conservancy

1t. The Conservancy

for custodial credit

risk. As of June 30, S0 of the Conservancy District’s bank

balance $11,269 was exposed to custodial credilit risk as

A Uninsured and Uncollateralized

B. Uninsured and collateralized
wlth securities held by the
pledging banks trust department,

but not i1n The Conservancy
Districts’s name

Total

16
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Notes to Filnancilal Statements {(continued)

NM State Statutes require collateral pledged for deposits 1n
excess of the federal deposit 1nsurance to pbe delivered, or a
joint safekeeping recelpt be 1ssued, to the cooperative for at

—

least one half of the amount on dep051t wlith the i1nstitution.

—

The types of collateral allowed are limited to direct obligations

—

of the United States Government and all bonds 1ssued by any

I'Fh

agency, district or political subdivision of the State of New
Mex1co.

The amount held at the New Mexico Finance Authority totaling $477
is collateralized within the NMFA guidelines. Thils information
1s not available Dby 1ndividual Agency Dbut the financial
statements for the NMFA are available by writing to New Mexico
Finance Authority, 207 Shelby Street, Santa Fe, New Mexico 8/7001.

3. LONG-TERM LIABILITIKS

A. Changes 1n Long-Term Tiabllities

Governmental Funds

During the vyear ended June 30, the following changes occurred 1n
the liabilities reported i1in the Governmental Funds:

Balance o Balance Due Within
June 30, 2009 ddditions Delet1ons June 30, 2010 One Year
NMFA Loan S - S 7,500 S 1,904 S 5,596 S 1,904

T'he Conservancy District entered 1nto a loan agreement with the New
Mexi1co Flnance Authority evidencing a special limited obligation of
the Conservancy District to pay a principal amount of $7,500 for
the purpocse of paying three vears audilt reports. There 1s no

1nterest to be charged. The maturity date 1s May 1, 2013.

Due Year

Fnding June 30 Principal Interest Total
2011 S 1,904 S - S 1,904
2012 1,904 — 1,904
2013 1, /83 - 1, /83
Total S 5,596 S — S 5,596
4. PROPERTY TAX
Property taxes attach as an enforceable lien on property as of
January 1. Property tax rates for the vear are set no later than
September 1 each vyear Dby the Secretaﬁg' of Finance and
Acdministration. The rates of tax are then use by-County,Assessors
to develop the property tax schedule by October 1. Taxes are
pavable 1n equal semi-annual installments by November 10 and April
10 of the subseguent year. Taxes are collected on behalf of the

Conservancnglstrict,by'the.Hardlng County Treasurer and San Miguel

County Treasurer, and are remlitted to the Conservancy District in
Che month TOllOWlng collection. Because the Treasurer for the
county in which the Conservancy District is located is statutorily
required to collect taxes as an intermediary agency for all forms
of —government, distribution of taxes are made through the
applicable County to the Conservancy District.
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Notes to Financial Statements (continued)

o CAPITAL ASSETS

F--

The amount of property, plant and eguipment 1in the Governmental-Type

I.H-

Activities consists of the following:

Ralance

June 30, 20089 Additions Adjustments Deletlons

Equipment S 11,738 S - S (1,838) S -
Total capital assets

being depreciated 11,738 - (1,838 —
Less accumulated

depreciation for:

Equipment (1, 738) (3, 300) (1,5062) —
Total accumulated

depreciation (1, 738) (3, 300) (1,562) —
Net capltal assets $ 10,000 S (3,300) $ (3,400) S -

o . RETIREMENT PLAN

The Conservancy Dilistrict does not participate 1n the State o
Mexico PERA retirement plan or any other retirement plan.

L

7. RETIREE HEALTH CARE ACT CONTRIBUTTONS

June 30,

Balance

2010

2

8,900

9,900

(6,600)

(6,600)

3,300

T New

The Conservancy District has elected not to participate 1in the

—

Retiree Health Care Act of New Mexico’s retlree health care program.

3 . RESTATEMENT - FUND BALANCE/STATEMENT OF ACTIVITIES

The June 30, 2009 audit report did not report capital assets
correctly for an asset that the Conservancy District no longer has

in 1ts possession, 1n the amount of $1,838. The June 30, 2009 audit

report did not report accumulated ckqnxxnjﬂnxnl correctly
difference of $1,5602. The total net effect being $3,400.

15
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AUDITING CERTIFIED PUBLIC A@C@UNTA*«%S TAX PLANNING
BOOKKEEPING 11805 Menaul NE TAX PREPARATION
(505) 292-8275 Aibuquerque, NM 87112 FAX (005) 294-8904

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

Mr. Hector H. Balderas
New Mexico State Auditor

and
Board Chairman and Board Supervisors
Mesa So1l & Water Conservation District
Roy, New Mexi1co

We have audited the filnancial statements of the governmental

[r—

activities and the budgetary comparisons of the General Fund of the
Mesa Soll & Water Conservation District, as of and for the vear
ended June 30, 2010, and have 1ssued our report thereon dated
December 13, Z2011. We conducted our audit 1in accordance with
audliting standards generally accepted in the United States of
America and the standards applicable to financial audits contained
1n Government Auditing Standards, 1ssued by the Comptroller General

of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Mesa So1l
& Water Conservation District’s lnternal control over financial

reporting as a basis for designing our auditing procedures for the

-

purpose of expressing our opinions on the financial statements, but

r‘-—

not for the purpose of expressing an oplnion on the effectiveness
of the Mesa So1l & Water Conservation District’s internal control
over flnaHCLal,.reportlng Accordingly, we do not express an

opinion on the effectiveness of

- the Conservancy District’s internal
control over flnancial reporting.

A deficiency 1n 1internal control exists when the design or
operation of a control does not allow management or emplovees, in
Che normal course of performing thelir assigned functions, to
prevent or detect and correct misstatements on a timely basis. A
material weakness 1s a deficiency, or combination of deficiencies,

1n 1nternal control such that there i1is a reasonable p0551b111uy

that a material mlsstatement of the entity’s financial statements
wlll not be prevented, or detected and corrected on a timely basis.

—

Cur consideration of 1nternal control over financial reporting was
for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies 1in
internal control over financial reporting Chat might be
deficlenciles, significant deficiencies or material weaknesses. We
did not 1dentify any deficiencies 1in internal control over

financial reporting that we consider to be material weaknesses as




defined above. However, we ldentified certalin deficienciles 1n
internal control over financial reporting, described 1n the
accompanylng Status of Comments and Responses that we consider to
pe significant deficiencles 1n 1nternal control over financial
reporting. The are lilisted as Bank Account Reconciliation (10-02),

Employee Files (10-04), NMFA Transactions (10-06), Personnel Pollcy
Updated (10-08), Accrued Leave Records (10-09)and Segregation of
PDuties (10-10). A significant deficiency is a de_1c1ency, Or a
comblination of deficiencies, 1n 1nternal control that 1is Jless
severe than a material weakness, yet important enough to merit

attention by those charged with governance.

Compliance and Other Matters

iy

As part of obtaining reasconable assurance about whether the Mesa
So1l & Water Conservation District’s financial statements are free

e -

of material misstatement, we performed tests of its compliance with

I,.l.—r

certain provisions of laws, regulations, contracts, and grant
agreements, ncm.compllance with which could have a direct and

—

material effect on the determination of financial statement

amounts. However, providing an oplnion on compliance with those
Orovisions was not an objectlve of our audit, and accordingly, we

e

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 which is described in
Che accompanying Status of Comments and Responses as Late Audit
Report (10-01), Receipt Books (10-03), Employee Files (10-04),

Purchase Orders Required (10-05) and Depreciation Polilcy (10—07).

We noted certalin matters that are required to be reported under
Government Audilting Standards paragraph 5.14 and 5.16, and Section
12-06-5 NMSA 1978, which are described in theiaccgmpanylng Status of

p—

Findings and Responses as Lack of Approved Audit Contract (10-11).

Ihe Mesa Soll & Water Conservation District’s responses to the
findings identified in our audit are described in the accompanying
Status of Findings and Responses. We did not audit the Mesa Soil
& Water Conservation District’s responses and, accordingly, we
eXpress no opinlion on them.

This report 1s 1intended solely for the information and use of
management, the Office of the State Auditor, the New Mexico State
Legislature, applicable federal grantors and the New Mexico
Department of Filnance and Administration and is not intended to be

used by anyone other than these specified parties.

'“-.r-f'ﬁ

_Fl"'

December 13, 2011



STATUS OF COMMENTS AND RESPONSES

Prior Year Audit Findings:

=

1. Preparation of Financial Statements (07-01)- Resolved.

Current Year Audit Findings:

1. Late Audit Report (10-01)

2. Bank Account Reconciliations (10-02)
3. Receipt Books (10-03)

4, EFmplovyvee Files (10-04)

0. Purchase Orders Required (10-05)

o . NMFA Transactions (10-06)

7. Depreciation Policy (10-07)

3 . Personnel Policy Updated (10-08)

9. Accrued Leave Records (10-09)

—

10, Segregation of Duties (10-10)

11. Lack of Approved Audit Contract (Other Matter) (10-11)
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Late Audit Report
(10-01)

CONDITION I'ne audit report was submitted to the State
Auditor after the reqguired deadline of

December 1, 2010.

CRITERIA Conservancy District audits are reguired to
pe submitted to the State Auditor by
December 1 as requlired o)V, NMAC

2.2.2.9A(1) (d).

CAUSE I'ne Conservancy District was unable to
obtain a completed contract 1in time to have
the audit completed by the due date.

EFEECT NMAC 2.2.2.9A(1) (d) was not followed.

RECOMMENDATTION Management needs to ensure that the audit

contract 1s obtained in a timely manner so
the audit can be performed before the State
Auditors deadline.

RESPONSE Once the 2011 fiscal year is completed, all
future audit reports will be submitted on a
timely basis.
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Bank Account Reconcilliation

(10-02)
CONDITION Management of the Conservancy District did
not properly reconcile any of the bank

accounts for the fiscal year.

CRITERIA All bank accounts should be reconclled

monthly upon receiving Tthe bank statement.
This 1s to comply with 6-6-3 NMSA 1978.

CAUSE Management of the Conservancy District did
not complete this procedure.

EFFECT Cash could be misstated.

RECOMMENDAT ION T'he Conservancy District now has a qualified
staff member that can adeqgquately reconcile
the monthly bank statements to the books of
record.

RESPONSE Current management 1s correctly reconciling

all bank reconcilliations to the books of
record and will continue to do so.
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CONDITION

CRITERIA

CAUSE

EEEECT

RECOMMENDAT ION

RESPONSE

Recelpt Books
(10-03)

Conservancy District management did not
prepare a recelipt for all monilies received.

According to Statute 6-6-3 NMSA 1978 the
Village 1s to keep all records in the form
prescribed by the Local Government Division.

It 1s unclear why the Conservancy District
employees did not use receipt books to

—

verlfy the receiving of any/all revenues.

Conservancy District management used source
aocuments to post transactions to the books

I'H

O record.

Current Conservancy District management
should wuse receipt books for all monies
pelng recelved by the Conservancy District.

Current management 1s obtaining training on
Che current software to ©prepare computer
generated recelpts that post directly to the
general ledger.
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Fmployee Filles

(10-04)
CONDITION A review o0f the one employee file revealed
that 1t was missing all recguired documents
1) an I-9 form, 2) a W-4 form, and 3) a wage

pay rate form.

CRITERTA According to IRS regulations and INS
regulations these forms are reqguired to be
1ncluded in the employees personnel file.

CAUSEH It 1s wunknown why the employees personnel
fi1le 1s missing.

EFFECT Various payroll regulations have not Dbeen
complied with.

RECOMMENDATION Conservancy District management shoulad

obtain Chese forms for all emplovyees
1mmediately and have them filed in their
personnel file.

RESPONS

L]

Current management nas a complete and

current employee file that includes all
relevant requlred documents.

2.0



CONDITLION

CRITERIA

CAUS.

L]

[T

ESPONSE

pEECT

FECOMMENDATION

Purchase Orders Reqguired
(10-05)

The Conservancy District 13 not using
purchase orders for purchases.

—

According to the Department of Finance and
Adminlstration regulations purchase orders
are to be used as part of the internal
control process. They are used to ensure
the purchase has been authorized, cash and
pudget are avallable and the correct fund

and llne 1tem have been charged.

Purchase orders have not been used 1in the
Conservancy District for some time.

rr-'-

Department of Finance and Administration
regulations have not been followed.

The Conservancy District should start using
purchase orders as soon as possible.

Current management 1s looklng 1nto creating
a purchase order that will include all
relevant data that can be 1integrated with
the current business software.
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NMEFA Transactions

(10-006)

CONDITION The Conservancy District did not record any
of the New Mex1co Finance Authority
transactions on the DFA report or on any
books of record. These transactions totaled

S476 1n cash.

CRITERIA Accordlng to Statute 6-6-3 NMSA 1978 all
local governments are to submlit an accurate
quarterly performance report TO the
Department of Filnance and Administration.
Also, to comply with 6~6-3 NMSA 1978 al:
Cransactions of the Conservancy District

should be posted to the books of record.

CAUS.

It 1s unknown why these transactions were
not recorded by the Conservancy District.

4]

o

LEFECT None of the taxpavers, BRoard or DFA are
receiving adeqguate financial information to
properly show  the transactions of  the
Conservancy District.

RECOMMENDATION I'he Conservancy District should implement

I,d--

policlies to ensure that all transactions of
the Conservancy District are properly

recorded on the books of record and then on
DFA quarterly reports.

RESPONS.

L*]

Current management 1s posting al. NMEA
Cransactions to the pooks o)l record
correctly and will continue to do so.

2/



CONDITION

CRITERIA

L+

CAUS.

L ERECT

RECOMMENDATT

RESPONS.

L]

ON

Depreciation Policy
(10-07)

I'he Conservancy District has not approved a
depreciation policy so depreciation can be
charged to capital assets.

The Conservancy District needs a
depreciation policy so capital assets can be
cdepreclated correctly. This 1s due to the

p—

1mplementation of GASB 34.

The District’s DBoard has not approved a
policy for management to follow.

Depreclation may Dbe charged  1ncorrectly
pecause no set policy 1s in place.

The District’s Board should approve a policy
as sSoon as possilible., Management should then
1mplement that policy as soon as possible.

Management 1s currently preparing several
examples of a policy for the board to
approve at the next board meeting.
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CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDAT I

RESPONSE

ON

Personnel Policy Updated
(10-08)

The Conservancy District has an outdated

personnel policy. It has not been updated
s1ince

Personnel policies should pe updated
periodically so that they cover any changes
1in IRS, DEFA, PERA, etcC. laws and
regulations.

Neither the Board or Management has taken
the tTime to ensure this policy 1s updated to
include any relevant changes 1n laws oz
regulations.

Personnel laws or regulations may not be
tollowed.

P

Management of the Conservancy District is
currently trying to update this policy. It
1s recommended that 1t be approved by th
Board as soon as possible.

Management has been reviewing and making
changes to the personnel policy and will be
approved by the bcocard as soon as possible.
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CONDLTLION

CRITERIA

CAUSE

EEEECT

RECOMMENDAT LTON

RESPONSE

Accrued Leave Records
(10-09)

The Conservancy District 1s not keeping
adequate sl1ck and annual leave records for
1ts employee.

Sick and annual leave records should be kept
for all employees, T'hese records should
accumulate leave as 1t 1S carned  and

subtract all leave as 1t is used.

Management of the conservancy District did

not understand or use the current leave
program correctly.

The employee could have his/her leave
understated/overstated at any given time.

Current management 1s adequately trained on
how to use the leave program. Upon review

1t  appears that the program 1is accruing
leave and subtracting all leave used.

Current management 1s correctly preparing

and updating leave records on the software
system and will continue to do so.
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CONDITION

CRITERIA

L~

CAUS.

CT

L]

Bob

RECOMMENDAT ION

RESPONS.

L]

—

segregation of Duties
(10-10)

IThe Administrative Assistant performs all
payroll functions, billing and receipting
functions and all procurement functions.

Good 1nternal controls reqguire segregation
of pavroll, procurement and recelpting
functions.

I'he Conservancy District 1is a small agency
and dces not have the resources to separate
the functions. Also the Conservancy

District has not established any
compensating controls.

3

The lack o f segregation ensures the
1nabllity Lo safequard the Conservancy
District’s assets.

The SURErvisory Board should 1mplement
compensating controls in each area to ensure
1ts assets are adequately safeguarded.

Management 1s aware of 1ts exposure in this
area and wil] develop board policy

describing additional duties for particular
clected supervisors that provide needed
checks and balances.
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Lack of Approved audit Contract (Other Matter)
(10-117)

CONDITION The audit contract for the June 30, 2010
fiscal vear-end audit was not approved by the
State Auditor prior to submittal of the

completed sudited financial statements to the
Office of the State Auditor on December 13,

2011,

Cection 12-6-14 NMSA 1978 (Contract Audits)
states the “the State Auditor shall notify
each agency designated for audit by an
independent auditor, and the agency shall
enter 1into a contract with an 1ndependent
auditor of 1ts <choice in accordance wlith
procedures prescribed by rules of the 5State
Auditor...each contract for auditing entered
into between an agency and an 1independent
auditor shall be approved 1in writlng by the

State Auditor. Payment of public funds may
not be made to an 1independent auditor unless
a contract 1s entered 1nto and approved as

provided in this section”

K
-
L

CR1IT.

The Auditor was tryving to ensure that the
audit was completed before the only employee

went on maternity leave. However, 1n the
IPA’ s haste to conclude the audilt an approved
contract was not obtained.

L4

CAUS.

—

EFFECT The audit of the District was performed
without an approved contract and therefore
did not meet the reguirements of the 2010
State Audit Rule. Payments 1n the amount of

$2.063.00 made to the District’s IPA were not
allowed under the 2010 State Audit Rule.

RECOMMENDAT ION The District and 1t’s IPA should ensure that

the audit contract 1is approved 1n accordance
with Section 12-6-14 NMSA 197/8.

RESPONSE The District will ensure that all future
audit contracts will be approved before the

audlt commences.

3Z



FINANCIAL STATEMENT PREPARATION

The combining and individual fund financial statements and notes to
rhe financial statements for the vyear ended, June 30, 2010 were

prepared by Rice & Associates, C(CPA, based on managements chart of
Sccounts and trial balances including any adjusting, correcting or
closing entries approved by management. These services are

3]l lowable under SAS 11o.

Rl

EXIT CONFERENC

An exit conference was held on December 13, 2011. In attendance
were Mr. Allen Herron, Chairman, Mr. Bill Shaffer, Vice-Chailrman,

Mr. Richard Shaw, Secretary/Treasurer, Mr. Clay nghtfoot

Supervisor, Mr. Charles Webster, Supervisor, Ms. Terilca Jeffrey,
rndministrative Assistant and Ms. Pamela A. Rice, CPA, Contract
Auditor. A cuorum was present at the exit conference. A properly
closed regular session was held.
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