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MARCUS,
FAIRALL,
BRISTOL + CO., L.L.P.

INDEPENDENT AUDITOR’S REPORT

Hector H. Balderas

Jovita Gonzales, Board Chairperson

Southwest New Mexico Council of Governments
Silver City, New Mexico

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of the Southwest New Mexico Council of Governments (COQG) as
of and for the year-ended June 30, 2008 and 2007, which collectively comprise the COG’s basic financial
statements as listed in the table of contents. We have also audited the financial statements of each of the
COG’s non-major governmental funds presented as supplementary information in the accompanying
combining and individual fund financial statements as of and for the year-ended June 30, 2008 and 2007, as
listed in the table of contents. These financial statements are the responsibility of the COG’s management.
Our responsibility is to express opinions on these basic financial statements based upon our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and with 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 basic financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the basic financial statements. An audit includes consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the COG’s internal control over financial
reporting. Accordingly, we express no such opinion. An audit includes examining on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles of the United States of America used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the COG as of June 30, 2008 and 2007, and respective changes in financial position and
respective budgetary comparisons of the General Fund and major special revenue funds for the year then
ended in conformity with accounting principles generally accepted in the United States of America. In
addition, in our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of each non-major governmental fund of the COG as of June 30, 2008 and
2007, and the respective changes in financial position and the respective budgetary comparisons for the non-
major governmental funds for the year ended in conformity with accounting principles generally accepted in
the United States of America.

A Firm of Certified Public Accountants
6090 Surety Drive, Suite 100 « El Paso, TX 79905 « (915) 775-1040
Facsimile:(915) 775-1849



In accordance with Government Auditing Standards, we have also issued our report dated December 11,
2008 on our consideration of COG’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 and should be considered in assessing the results of our audit.

The Management’s Discussion and Analysis on pages 3 through 7 are not a required part of the basic
financial statements but are supplementary information required by the Governmental Accounting Standards
Board. We have applied certain limited procedures, which consisted principally of inquires of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the basic financial statements, and the
combining and individual fund financial statements and budgetary comparisons of the COG. The additional
schedules listed as “supporting schedules” in the table of contents are presented for purposes of additional
analysis and are not a required part of the financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

El Paso, Texas
December 11, 2008

A Firm of Certified Public Accountants
6090 Surety Drive, Suite 100 « El Paso, TX 79905 « (915) 775-1040
Facsimile:(915) 775-1849



STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS

Management’s Discussion and Analysis
June 30, 2008

As financial management of the COG we offer readers of these financial statements this narrative overview
and analysis of the financial activities of the COG for the fiscal year ended June 30, 2008. We encourage
readers to consider the information presented here in conjunction with the financial statements of the COG
and additional information provided.

Financial Highlights

e The assets of the COG exceeded its liabilities at the close of the most recent fiscal year by $193,094
(net assets). Of this amount $141,973 (unrestricted net assets) may be used to meet the
government’s ongoing obligations to citizens and creditors.

e The government’s total net assets increased by $60,958 during the fiscal year. The majority of this
increase is due to an increase in grant revenue and the capitalization of a vehicle purchased for the
year ended June 30, 2008.

e As of June 30, 2008, COG’s governmental funds reported combined ending fund balances of
$147,495. All of which is unrestricted except as to fund.

e As of June 30, 2008, the unreserved fund balance of the general fund was $135,535.
Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to COG’s basic financial statements.
COG’s basic financial statements are comprised of three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the financial statements. This report also contains
other supplementary information in addition to the basic financial statements themselves.

Basic Financial Statements

The basic financial statements are designed to provide readers with a broad overview of the COG’s finances,
in a manner similar to a private-sector business.

The statement of net assets presents information on all of COG’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of COG is improving or deteriorating.

The statement of activities presents information showing how the government’s net assets changed during
the fiscal years ending June 30, 2008 and 2007. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will only result in cash flows in
future fiscal periods (e.g., uncollected revenue and earned but unused vacation leave).

The balance sheets present information on all of the COG’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of the COG is improving or deteriorating. Net assets increase
when revenues exceed expenses. Increases to assets, without a corresponding increase to liabilities, results
in increased net assets, which indicate an improved financial position. The government-wide financial
statements can be found at exhibits A-1 and A-2 of this report.

The COG is very liquid with $146,330 in cash and government receivables and equals 103% of unrestricted
net assets. Part of the reason for this liquidity was the increase of $8,500 in contract revenue from the New
Mexico Department of Transportation and a $6,000 administration fee from the City of Bayard for the Safe
Routes to School Grant.



STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS

Management’s Discussion and Analysis
June 30, 2008

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. COG, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds
of COG are governmental funds.

Governmental Funds. Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. However, unlike the government-
wide financial statements, governmental fund financial statements focus on near-term inflows and outflows
and outflows of spendable resources, as well as on balances of spendable resources available at the end of
the fiscal year. Such information may be useful in determining what financial resources are available in the
near future to finance the COG’s programs.

Because the focus of governmental funds is narrower than that of the government-wide financial statements,
it is useful to compare the information presented for governmental funds with similar information presented
for governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the government’s near term financing decisions. Both the governmental
fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between govermmental funds and
governmental activities.

COG maintains four individual governmental funds. Information is presented separately in the
governmental fund balance sheet and statement of revenues, expenditures, and changes in fund balances for
the General Fund, Economic Development Administration, and New Mexico Department of Transportation
all of which are considered to be major funds. Individual fund data for each non-major governmental fund is
provided elsewhere in this report.

Notes to the Financial Statement

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the financial statements can be found on pages
23-32 of this report.

Analysis of Net Assets

As noted earlier, assets may serve over time as a useful indicator of a government’s financial position. In
the case of COG, assets exceeded liabilities by $193,094 at the close of the current fiscal year.

The largest portion of COG’s net assets, $141,973, represents unrestricted net assets, which are available for
the government’s ongoing obligations.



STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS

Management’s Discussion and Analysis
June 30, 2008

Analysis of Net Assets (continued)

Statement of Net Assets
As of June 30,

ASSETS 2008 2007
Current assets $ 148,807 $ 105,085
Capital assets 51,121 32,636

Total assets $ 199,928 $ 137,721

LIABILITIES
Current liabilities $ 1,312 $ 313
Long-term liabilities 5,522 5,272

Total liabilities 6,834 5,585

NET ASSETS
Investment in capital assets 51,121 32,636
Unrestricted 141,973 99,500

Total net assets 193,094 132,136

The remaining portion the net assets represents the COG’s investment of $51,121 and $32,636 in capital
assets (e.g., machinery and equipment), in the years ending June 30, 2008 and 2007, respectively. COG uses
these capital assets to provide services to citizens; consequently, these assets are not available for future
spending.

Analysis of Changes in Net Assets
During the fiscal years ending June 30, 2008 and 2007, the COG’s net assets overall, increased $60,958 and

$9,127, respectively. This increase in both years is explained in the government activities discussion below,
and is primarily a result of increased grant revenues received by the COG during the fiscal year.



STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
Management’s Discussion and Analysis
June 30, 2008

Changes in Net Assets
For the Year-Ended June 30,

2008 2007
Revenues
Program revenues:

Charges for service $ 30,940 $ 28,812
Operating grants and contributions 162,914 175,292
Other grants and contributions 171,792 124,756
Other revenues 6,719 70
Total revenues 372,365 328,930

Expenses
Economic development 291,500 286,561
Health and welfare 19,907 33,242
Total Expenses 311,407 319,803
Increase in net assets 60,958 9,127
Net assets, beginning of year 132,136 123,009
Net assets, end of year $ 193,094 $ 132,136

Governmental Activities

The principal operating fund of the COG is the General Fund. Revenues are derived primarily from grant
revenues. Total general fund revenues (GAAP basis) increased by $7,986. The key element is an increase
in membership dues and administrative fee from City of Bayard.

The focus of COG’s governmental funds is to provide information on near-term inflows, outflows, and
balances of spendable resources. Such information is useful in assessing COG’s financing requirements. In
particular, unreserved fund balance may serve as a useful measure of a government’s net resources available
for spending at the end of the fiscal year.

As of the end of the current fiscal year, COG’s governmental funds reported combined ending unreserved
fund balances of $135,535, an increase of $43,003 in comparison with the prior year. The ending fund
balances are available for spending at the government’s discretion.

Revenues for governmental functions overall totaled $333,416 in the fiscal year-ended June 30, 2008, which
represents an increase of $4,486 from the fiscal year-ended June 30, 2007. The increase is due to an
administrative fee from the village of Bayard. Expenditures for governmental functions totaled $290,693.
This was a decrease of approximately $40,405 from the fiscal year-ended June 30, 2007. A majority of the
decrease is due to a decrease in personnel expenses and a decrease in non-capital expenditures in the general
fund. In the fiscal year-ended June 30, 2008, revenue for governmental functions exceeded expenses by
approximately $42,723.
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Management’s Discussion and Analysis
June 30, 2008

The General Fund is the chief operating fund of COG. At the end of the current fiscal year, unreserved fund
balance of the General Fund was $135,535.

The fund balance of the COG’s General Fund had a net increase $61,488 during the current fiscal year, due
to decrease in capital asset expenditures and an increase in member dues and other revenue.

The Economic Development Administration Program had a decrease of $17,812 prior to inter-fund transfers
compared to a decrease of $26,764 in the prior year. The majority of the decrease was covered by matching
funds, but caused the fund balance to decrease by $133.

The New Mexico Department of Transportation Program had a decrease of $12,778 prior to inter-fund
transfers compared to a decrease of $11,171 in the prior year. The majority of the decrease was covered by
matching funds, but caused the fund balance to decrease by $153.

Economic Conditions
Currently 65% of the COG’s revenue is from grant funds.
Budgetary Highlights

The State Legislature makes annual appropriations to this agency. Amendments to the budget require
approval by the Budget Division of the Department of Finance and Administration (DFA). Over the course
of the year, this agency revised its budget several times. These budget amendments are due to increases
and/or decreases from grant awards unknown at the time of the original budget

Requests for Information

This financial report is designed to provide a general overview of the COG’s finances for all those with an
interest in its finances. Questions concerning any of the information provided in this report or request for
additional financial information should be addressed to:

Priscilla Lucero, Executive Director

Southwest New Mexico Council of Governments
Post Office Box 2157

Silver City, New Mexico 88062
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ASSETS
Cash and cash equivalents

STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
STATEMENT OF NET ASSETS

June 30,

Due from other governments

Prepaid expenses

Capital assets, net of accumulated depreciation

Total assets

LIABILITIES

Accounts payable

Compensated absences
Total liabilities

NET ASSETS

Investment in capital assets

Unrestricted

Total net assets

Total liabilities and net assets

Government Government
Activities Activities
2008 2007
$ 79,041 $ 44,157

67,289 60,111
2,477 817
51,121 32,636

$ 199,928 $ 137,721
$ 1,312 $ 313
5,522 5,272
6,834 5,585
51,121 32,636
141,973 99,500
193,094 132,136
$ 199,928 $ 137,721

The accompanying notes are an integral part of the financial statements

9

Exhibit A-1
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STATEMENT OF ACTIVITIES
For the Fiscal Year Ended June 30,

Functions/Programs

General government:
Economic development
Health and welfare

Total program expenses

Program revenues:
Grants operational
Charges for services
In-kind operating contributions
Other revenues
Total program revenues

Net program expense
General revenues:
State appropriations
Total general revenues
Increase in net assets

Net assets, Beginning of year

Net assets, End of year

SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS

Governmental Governmental
Activities Activities
2008 2007
$ 252,551 $ 286,561

19,907 33,242
272,458 319,803
135,660 139,160

30,145 28,812

36,132 36,132

6,719 70
208,656 204,174
(63,802) (115,629)
124,760 124,756
124,760 124,756

60,958 9,127
132,136 123,009

$ 193,094 $ 132,136

The accompanying notes are an integral part of the financial statements

10

Exhibit A-2
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STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
BALANCE SHEET - GOVERNMENTAL FUNDS
June 30, 2008

Economic New Mexico
Development Department of Non- Total
General Administration Transportation Major Governmental
Fund Programs Program Funds Funds
ASSETS
Cash and cash equivalents $ 79,041 $ - $ - $ - $ 79,041
Prepaid expenses 1,473 411 411 182 2,477
Due from other funds 43,701 - - - 43,701
Due from other governments 11,850 25,000 24,439 6,000 67,289
Total assets $ 136,065 $ 25,411 $ 24,850 $ 6,182 $ 192,508
LIABILITIES AND FUND
BALANCES
Liabilities:
Accounts payable $ 530 $ 341 $ 341 $ 100 $ 1,312
Due to other funds - 24,911 12,839 5,951 43,701
Total liabilities 530 25,252 13,180 6,051 45,013
Fund balances:
Unreserved for special
revenue funds - 159 11,670 131 11,960
Unreserved, designated for
subsequent year’s
operations 135,535 - - - 135,535
Total fund balances 135,535 159 11,670 131 147,495
Total liabilities and fund
balances $ 136,065 $ 25,411 $ 24,850 $ 6,182 $ 192,508

The accompanying notes are an integral part of these financial statements

Exhibit B-1

12



Exhibit B-2
STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
GOVERNMENTAL FUNDS
RECONCILIATION OF THE BALANCE SHEET TO THE STATEMENT OF NET ASSETS
June 30, 2008

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

Fund balances — total governmental funds (Exhibit B-1) $ 147,495

Capital assets used in governmental activities are not financial resources and therefore
are not reported as assets in governmental funds. 51,121

Long-term liabilities which consist of compensated absences are not payable in the
current period and therefore are not reported as liabilities in the funds. (5,522)

Net assets of governmental activities (Exhibit A-1) $ 193,094

The accompanying notes are an integral part of these financial statements

13



STATE OF NEW MEXICO

SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS

GOVERNMENTAL FUNDS

BALANCE SHEET GOVERNMENTAL FUNDS

ASSETS

Cash and cash equivalents

Prepaid expenses

Due from other funds

Due from other governments
Total assets

LIABILITIES AND FUND
BALANCES

Liabilities:
Accounts payable
Due to other funds

Total liabilities

Fund balances:
Unreserved for special

revenue funds
Unreserved, designated for

subsequent year’s operations
Total fund balances

Total liabilities and fund balances

June 30, 2007

Exhibit B-3

Economic New Mexico
Development Department of Total
General Administration Transportation Non-Major Governmental

Fund Programs Program Funds Funds
$ 44,157 $ - $ - $ - $ 44,157
121 286 285 125 817
48,558 - - - 48,558
9 37,500 15,804 6,798 60,111
$ 92,845 $ 37,786 $ 16,089 $ 6,923 $ 153,643
313 $ - $ - $ - $ 313
- 37,494 4,266 6,798 48,558
313 37,494 4,266 6,798 48,871
- 292 11,823 125 12,240
92,532 - - - 92,532
92,532 292 11,823 125 104,772
$ 92845 $ 37,786 $ 16,089 $ 6,923 $ 153,643

The accompanying notes are an integral part of these financial statements

14



Exhibit B-4
STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
GOVERNMENTAL FUNDS
RECONCILIATION OF THE BALANCE SHEET TO THE STATEMENT OF NET ASSETS
June 30, 2007

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

Fund balances — total governmental funds (Exhibit B-3) § 104,772

Capital assets used in governmental activities are not financial resources and therefore are not
reported as assets in governmental funds. 32,636

Long-term liabilities which consist of compensated absences are not payable in the current period
and therefore are not reported as liabilities in the funds. (5,272)

Net assets of governmental activities (Exhibit A-1) $ 132,136

The accompanying notes are an integral part of these financial statements

15



STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES —- GOVERNMENTAL FUNDS
For the Year-Ended June 30, 2008

Exhibit B-5

Economic New Mexico
Development Department of Non- Total
General Administration Transportation Major Governmental
Fund Programs Program Funds Funds
Revenues:
Local in-kind $ 30,444 $ 5,688 $ - $ - $ 36,132
Membership dues 30,145 - - - 30,145
Other revenue 6,600 - - - 6,600
Interest revenue 119 - - - 119
Contract revenue - - 73,660 12,000 85,660
Federal grant - 50,000 - - 50,000
State appropriations 124,760 - - - 124,760
Total revenues 192,068 55,688 73,660 12,000 333,416
Expenditures:
Current:
Economic development 89,124 73,500 86,438 - 249,062
Health and welfare - - - 19,844 19,844
Capital outlay 21,787 - - - 21,787
Total expenditures 110,911 73,500 86,438 19,844 290,693
Excess (deficiency) of
revenues over expenditures 81,157 (17,812) (12,778) (7,844) 42,723
Other Financing Sources
(Uses):
Operating transfers in - 17,679 12,625 7,850 38,154
Operating transfers (out) (38,154) - - - (38,154)
Total other financing
sources (uses) (38,154) 17,679 12,625 7,850 -
Net change in fund balances 43,003 (133) (153) 6 42,723
Fund balances-beginning 92,532 292 11,823 125 104,772
Fund balances-ending $135,535 $ 159 $ 11,670 $§ 131 $ 147,495

The accompanying notes are an integral part of these financial statements

16



Exhibit B-6
STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
RECONCILIATION OF THE GOVERNMENTAL FUNDS, STATEMENT OF
REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
For the Year-Ended June 30, 2008

Amounts reported for governmental activities in the statement of activities are different

because:
Net Change in Fund Balances — total governmental funds (Exhibit B-5) § 42,723
Depreciation expense is not reported in governmental funds (3,302)

In the statement of activities, certain operating expenses- compensated absences (vacations) -

are measured by the amounts earned during the year. In the governmental funds, however,

expenditures for these items are measured by the amount of financial resources used

(essentially, the amounts actually paid). This year, vacation leave used, $24,016, exceeded the

amount earned of $23,766 by $250. (250)

Governmental tunds report capital outlays as expenditures. However, 1n the statement ot
activities, the cost of those assets is allocated over their estimated useful lives and reported as
depreciation expense. 21,787

Change in net assets of government activities (Exhibit A-2) $ 60,958

The accompanying notes are an integral part of these financial statements

17



STATE OF NEW MEXICO

SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS

Revenues:
Local in-kind
Membership dues
Other revenue
Contract revenue
Federal grant
State appropriations

Total revenues

Expenditures:
Current:
Economic development
Health and welfare
Capital outlay
Total expenditures

Excess (deficiency) of revenues over
expenditures

Other Financing Sources
(Uses):
Operating transfers in

Operating transfers (out)
Total other financing sources (uses)
Net change in fund balances
Fund balances-beginning

Fund balances-ending

For the Year-Ended June 30, 2007

Exhibit B-7

Economic New Mexico
Development Department of Total
General Administration Transportation Non-Major Governmental
Fund Programs Program Funds Funds
$ 30,444 $ 5,688 $ - $ - $ 36,132
28,812 - - - 28,812
70 - - - 70
- - - 24,000 24,000
- 50,000 - - 50,000
124,756 - 65,160 - 189,916
184,082 55,688 65,160 24,000 328,930
118,449 82,452 76,331 - 277,232
- - - 33,242 33,242
20,624 - - - 20,624
139,073 82,452 76,331 33,242 331,098
45,009 (26,764) (11,171) (9,242) (2,168)
- 26,764 11,171 9,242 47,177
(47,177) - - - (47,177)
(47,177) 26,764 11,171 9,242 -
(2,168) - - - (2,168)
94,700 292 11,823 125 106,940
$ 92,532 $ 292 $ 11,823 $ 125 $ 104,772

The accompanying notes are an integral part of these financial statements

18



Exhibit B-8
STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
RECONCILIATION OF THE GOVERNMENTAL FUNDS, STATEMENT OF
REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
For the Year-Ended June 30, 2007

Amounts reported for governmental activities in the statement of activities are different because:
Net Change in Fund Balances — total governmental funds (Exhibit B-7) $ (2,168)

Depreciation expense is not reported in governmental funds (4,846)

In the statement of activities, certain operating expenses- compensated absences (vacations) - are measured by the

amounts earned during the year. In the governmental funds, however, expenditures for these items are measured by

the amount of financial resources used (essentially, the amounts actually paid). This year, vacation leave earned,

$31,353, exceeded the amounts used $30,557 by $795. (795)

Governmental funds report capital outlays as expenditures. However, in the statement of activities, the cost of those
assets is allocated over their estimated useful lives and reported as depreciation expense. 20,624

Government-wide funds report the loss from the disposal of obsolete capital assets as expenditures. However, in the

statement of revenues, expenditures, and changes in fund balances the assets were fully expensed in prior years. (3,688)
Change in net assets of government activities (Exhibit A-2) $ 9,127

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

SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS

Revenues:
Local in-kind
Membership dues
Other revenue
State appropriation
Total operating revenues
Add: beginning cash

Operating expenditures:
Current:
Web design
Training & education
Dues & subscriptions
Registration
Insurance & bonding
Janitorial & maintenance
In-kind utilities
Postage
Printing & stationary
Professional fees
In-kind rent
Salaries
Payroll expenses
Supplies
Telephone
Travel
Advertising
Non-capital furniture & equipment
Miscellaneous
In-kind travel
Car maintenance
Capital outlay
Total expenditures
Excess (deficiency) of revenues over
expenditures
Other financing sources (uses)
Transfers in
Transfers out

Total other financing sources (uses)

Changes in fund balance
Total net assets — beginning of year

Total net assets — end of year

General Fund
Statement of Revenues, Expenditures and Changes in Fund Net Assets
Budget (Non-GAAP Basis) and Actual
For the Year-Ended June 30, 2008

Exhibit C-1

Variances
Favorable
Budgeted Amounts Actual (Unfavorable)
(Modified-GAAP
Original Final Basis) Final to Actual
$ 30,444 $ 30,444 $ 30,444 -
28,812 28,812 30,145 1,333
600 600 6,719 6,119
124,756 124,760 124,760 -
184,612 184,616 192,068 7,452
26,000 23,000
210,612 207,616
3,000 - - -
1,000 407 407 -
3,560 2,105 1,205 900
600 - - -
2,900 1,173 923 250
150 431 431 -
888 888 888 -
27,452 363 363 -
60 235 234 1
5,296 2,921 3,189 (268)
21,798 21,798 21,798 -
76,457 32,345 32,345 -
27,452 8,814 8,614 200
840 1,502 1,515 (13)
572 372 431 (59)
3,445 4,680 4,740 (60)
200 715 801 (86)
6,000 3,081 3,080 1
248 - - -
7,758 7,758 7,758 -
1,925 402 402 -
17,000 21,787 21,787 -
208,601 111,777 110,911 866
81,157
(29,083) (38,154) (38,154) -
(29,083) (38,154) (38,154) -
43,003
92,532

S 135,535

The accompanying notes are an integral part of these financial statements
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Revenues:

Local in-kind

Federal Grant
Total operating revenues
Add: beginning cash

Operating expenditures:

Current:
Dues & subscriptions
Insurance & bonding
Janitorial & maintenance
In-kind utilities
Postage
Printing & stationary
Professional fees
In-kind rent
Salaries
Payroll expense
Supplies
Telephone
Travel
Advertising
Miscellaneous

Total expenditures

Excess (deficiency) of revenues over
expenditures

Other financing sources (uses)
Transfers in
Transfers out

Total other financing sources (uses)

Changes in fund balance

Total net assets — beginning of year

Total net assets — end of year

STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
Economic Development Administration Programs
Statement of Revenues, Expenditures and Changes in Fund Net Assets

Budget (Non-GAAP Basis) and Actual
For the Year-Ended June 30, 2008

Exhibit C-2

Variances
Favorable
Budgeted Amounts Actual (Unfavorable)
(Modified-
Original Final GAAP Basis) Final to Actual
$ 5,688 $ 5,688 $ 5,688 $ -
50,000 50,000 50,000 -
55,688 55,688 55,688 -
55,688 55,688
1,000 589 589 -
1,000 1,726 1,547 179
50 69 69 -
888 888 888 -
200 380 380 -
100 192 192 -
1,000 1,811 1,811 -
4,800 4,800 4,800 -
36,296 43,694 43,694 -
16,341 13,962 14,043 (81)
600 1,200 1,264 (64)
500 581 654 (73)
3,667 2,956 3,034 (78)
200 519 535 (16)
25 - - -
66,667 73,367 73,500 (133)
(17,812)
10,979 17,679 17,679 -
10,979 17,679 17,679 -
(133)
292

TS

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

SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS

New Mexico Department of Transportation Program

Statement of Revenues, Expenditures and Changes in Fund Net Assets

Budget (Non-GAAP Basis) and Actual
For the Year-Ended June 30, 2008

Exhibit C-3

Variances
Favorable
Budgeted Amounts Actual (Unfavorable)
(Modified-
Original Final GAAP Basis) Final to Actual
Revenues:

State Appropriation $ 73,660 $ 73,660 $ 73,660 -
Total operating revenues 73,660 73,660 73,660 -
Add: beginning cash - -

73,660 73,660
Operating expenditures:

Current:

Dues & subscriptions 600 410 410 -
Insurance & bonding 2,000 1,726 1,547 179
Janitorial & maintenance 150 69 69 -
Postage 800 569 569 -
Printing & stationary 100 361 361 -
Professional fees 1,165 1,900 1,900 -
Salaries 52,402 54,348 54,348 -
Payroll expenses 13,198 17,828 17,928 (100)
Supplies 600 1,559 1,624 (65)
Telephone 550 591 664 (73)
Travel 8,194 5,442 5,521 (79)
Training & education - 231 231 -
Advertising 2,200 1,250 1,266 (16)
Miscellaneous 75 - - -

Capital outlay 4,230 - - -
Total Expenditures 86,264 86,284 86,438 (154)
Excess (deficiency) of revenues

over expenditures (12,778)

Other financing sources (uses)

Transfers in 12,604 12,625 12,625 -

Transfers out - - - -
Total other financing sources (uses) 12,604 12,625 12,625 -
Changes in fund balance (153)

Total net assets — beginning of year 11,823
Total net assets — end of year $ 11,670

The accompanying notes are an integral part of these financial statements
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STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

Note 1. Summary of Significant Accounting Policies

The COG is recognized as a regional council of planning and development district as designated
by the governor. In accordance with the Planning District Act [4-45-4 NMSA 1978], the Council
members include municipalities, school systems, counties, individuals and other government-
related organizations. The COG’s operations are solely within the discretion and control of the
governing board.

The COG was organized to provide assistance in long-range planning and local administration of
State and Federal funds, and operates under the council-executive director form of government. It
provides the following services to its members: 1) help and assistance in formulation of long-
range goals, 2) help in obtaining grants for specific purposes, 3) compilation of regional statistical
reports and 4) administration of various state programs at the local level.

The COG implemented the provisions of GASB No.’s 34, 37 and 38 effective July 1, 2003. The
COG implemented the provisions of GASB No. 40 and 41 effective July 1, 2004. The COG
implemented the provisions of GASB No. 42, 43, 44, 45, 46, and 47 effective July 1, 2005.

A. Financial Reporting Entity

The COG is a component unit of the primary government, the State of New Mexico. These
financial statements present the financial position and results of operation of only those funds over
which the COG has oversight responsibility.

The Council’s combined financial statements include the accounts of all Council operations. The
criteria for including organizations as component units within the Council’s reporting entity, as
set forth in Section 2100 of the Governmental Accounting Standard Board’s (GASB) Codification
of Government Accounting and Financial Reporting Standards, include whether:

The organization is legally separate (can sue and be sued in their own name)

The Council holds the corporate powers of the organization

The Council appoints a voting majority of the organization’s board

The Council is able to impose its will on the organization

The organization has the potential to impose a financial benefit/burden on the Council
There is fiscal dependency by the organization on the Council

Based on the aforementioned criteria, the COG has no component units.
B. Government-Wide and Fund Financial Statements

The government-wide financial statements report information on all of the non-fiduciary activities
of the primary government. For the most part, the effect of inter-fund activity has been removed
from these statements.

The statement of activities demonstrates the degree to which the direct expenses have a given
function or identifiable activity is offset by program revenues. Direct expenses are those that are a
clearly identifiable activity with a specific function or identifiable activity. Program revenues
include 1) charges to customers or applicants who purchase, use or directly benefit from goods,
services, or privileges provided by a function or identifiable activity and 2) grants and
contributions that are restricted to meeting the operational requirement of a particular function or
identifiable activity. State appropriations and other items not properly included among program
revenues are reported instead as general revenues.

Major individual governmental funds are reported as separate columns in the fund financial
statements.
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STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

Note 1. Summary of Significant Accounting Policies (continued)

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed
by the provider have been met. Neither fiduciary funds nor component units that are fiduciary in
nature are included.

All governmental activities of the COG follow FASB Statements and interpretations issued on or
before November 30, 1989, Accounting Principles Board Opinions, and Accounting Research
Bulletins, unless those pronouncements conflict with GASB pronouncements. The COG has
elected not to follow FASB Statements and interpretations issued after November 30, 1989.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the COG considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting. However, expenditures related to compensated
absences are recorded only when payment is due.

All material governmental fund expenditures are classified as current. All governmental fund
revenues are considered susceptible to accrual.

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

The COG reports the following major governmental funds:

General Fund — The General Fund is the primary operating fund of the COG. It is used for all
financial resources except those required to be accounted for in another fund. The fund also is
used for the preparation of a statistical analysis of the entire region and assists members in
developing community development block grant applications.

Economic Development Administration Fund — This Federal grant is used to develop a
comprehensive economic development strategy for the purposes of job creation, retention, and
expansion for the member regions. This fund was required by the Federal grant contract and
authorized by the Board of Directors of Southwest New Mexico Council of Governments.

New Mexico Department of Transportation Fund — This grant is used to fund the preparation
of an annual transportation plan. Committees prioritize specific projects and formal
recommendation to the New Mexico Department of Transportation where the final decision is
made. This fund was required by the grant contract and authorized by the Board of Directors of
Southwest New Mexico Council of Governments.

Special Revenue Fund — The Special Revenue Funds are used to account for the proceeds of

specific revenue sources other than major projects that are legally restricted to expenditures for
specified purposes.
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STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

Note 1. Summary of Significant Accounting Policies (continued)

The financial statements of the COG conform to accounting principles generally accepted in the
United States of America (GAAP) as applied to governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard setting body for establishing
government’s accounting policies described as follows.

D. Assets, Liabilities, and Net Assets or Equity

Deposits and Investments: The COG’s cash and cash equivalents are considered to be cash on
hand, demand deposits and short-term investments with original maturities of three months or less
from the date of acquisition.

Receivables and Payables: Activity between funds that is representative of lending/borrowing
arrangements outstanding at the end of the fiscal year is referred to as inter-fund balance.

Capital Assets: Capital assets, which include property, plant, and equipment, are reported in the
applicable governmental column in the government-side financial statements. Capital assets
including computer software are defined by the government as assets with an initial, individual
cost of more than $5,000 (amount not rounded) and an estimated useful life in excess of one year.
Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Pursuant to the implementation of GASB Statement No. 34, the historical cost of infrastructure
assets, (retroactive to 1979) are to be included as part of the governmental capital assets reported
in the government-wide statements. Donated capital assets are recorded at estimated fair market
value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized. No computer software is developed in-house.

Major outlays for capital assets and improvements are capitalized as projects are constructed. No
interest was included as part of the cost of capital assets under construction.

Property, plant, and equipment of the primary government are depreciated using the straight-line
method over the following estimated useful lives:

Assets Years
Leasehold improvements 20
Equipment 5

(Including computer software)

Compensated Absences: Vested or accumulated vacation leave that is expected to be liquidated
with expendable available financial resources is reported as an expenditure and a fund liability of
the governmental fund that will pay for it. Amounts of vested or accumulated vacation leave that
are not expected to be liquidated with expendable available financial resources are reported in the
governmental activities fund. In accordance with the provisions of Statement of Governmental
Accounting Standards No. 16, “Accounting for Compensated Absences”, no liability is recorded
for non-vesting accumulating rights to receive sick pay benefits. The General Fund has been used
to liquidate the liability in the past.

Employees accrue vacation (annual leave) days at 1.25 days per month granted to all regular full-
time employees. Leave may be accrued from year to year until fifteen (15) days have been
accrued at the end of the calendar year. No more than fifteen (15) days of accumulated leave will
be allowed to be carried over to the next year.
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Note 1.

Note 2.

STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

Summary of Significant Accounting Policies (continued)

Regular full-time employees shall be allowed a reasonable amount of sick leave with pay, not to
exceed twelve (12) days per year. This is for sickness of the employee only. Sick leave may be
accrued from year to year up to thirty (30) days accrued. Upon termination, there shall not be any
sick leave compensation.

Net Assets: The government-wide financial statements utilize a net assets presentation. Net
assets are categorized as follows:

Investment in Capital Assets, Net of Related Debt - In the fund financial statements, investment
in capital assets are reported net of depreciation and related debt.

Unrestricted Net Assets — This category reflects net assets of the Agency, not restricted for any
project or other purpose.

Fund equity reservation and designations: In the fund financial statements, governmental funds
report reservations of fund balance for amounts that are not available for appropriation or are
legally restricted. Designations represent tentative managerial plans that are subject to change.
The COG records reserves to indicate that a portion of fund balance is legally restricted for a
specific future use or is not available for appropriation and/or expenditure.

Operations — the fund balance of the General Fund designated by Legislative Appropriation
from expenditure, except by specific appropriation, for the purpose of maintaining existing
levels of government services to the public.

Unreserved — amounts, which have not been reserved or designated for any purpose. These
funds are available for unrestricted usage by the COG

Inter-Fund Transactions:  Quasi-external transactions are accounted for as revenues,
expenditures or expenses. Transactions that constitute reimbursements to a fund from
expenditures/expenses initially made from it that are properly applicable to another fund, are
recorded as expenditures/expenses in the reimbursing fund and as reductions of
expenditures/expenses in the fund that is reimbursed.

All other inter-fund transactions, except quasi-external transactions and reimbursements are
reported as transfers. All other inter-fund transfers are reported as operating transfers.

Estimates: The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

Stewardship, Compliance, and Accountability

Budgets and Budgetary Accounting

Budgets for General, Economic Development Administration, New Mexico Department of
Transportation, and the Mortgage Finance Authority Funds are prepared by management, and
approved by the Council and by the corresponding governmental unit providing the funds.

These budgets are prepared on the modified accrual GAAP Basis, excluding secure appropriations,
for one year, in the case of the general fund, and for the duration of the program in the case of the
special revenue funds. Carryover funds in the general fund remain on hand for later re-
appropriation and expenditure at the discretion of the Board.
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STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

Note 2. Stewardship, Compliance, and Accountability (continued)

Budgets are prepared solely as guidelines, and are not legally enforceable documents.

“In-kind” expenditures are budgeted only to a minimum matching amount, and are not required
to be further budgeted.

Budgets may be amended with Council and granting agency approval. The budgetary information
present in these financial statements has been amended in accordance with the above procedures.

Note 3. Cash and Cash Equivalents

Deposits are held in one financial institution and total $79,041 in demand deposits. The FDIC
issued an advisory opinion (FDIC 85-24) on October 27, 1985, stating that state funds are entitled
to $100,000 insurance for time or savings deposits and $100,000 for demand deposits. New
Mexico statutes require that financial institutions with public monies on deposit pledge collateral
in an amount not less than 50% of the public monies held on deposit. Under the insurance
program of the FDIC, the Council’s cash is adequately insured.

Note 4. Prepaid Expense

Prepaid expense in the amount of $674 is the unamortized portion of the General Liability
insurance.

Note 5. Receivables
Amounts due from other government total $67,289 as of June 30, 2008.
These amounts due are deemed to be 100% collectible.

Note 6. Capital Assets

The following is a summary of capital assets and changes occurring during the year-ended June

30, 2008.
Balance June Balance June
Governmental Activities: 30, 2007 Additions Deletions 30, 2008
Capital assets being depreciated
Leasehold improvements $ 20,624 $ - $ - $ 20,624
Equipment 24,064 $ - $ - $ 24,064
Automobile - 21,787 - 21,787
Total 44,688 21,787 - 66,475
Accumulated depreciation:
Leasehold improvements 430 1,290 - 1,720
Equipment 11,622 2,012 - 13,634
Automobile - - - -
Total 12,052 3,302 - 15,354
Net book value $ 32,636 $ 18,485 $ - $§ 51,121
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STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

Current depreciation expense amounts to $3,302. All of the depreciation was expensed to General
government expenses.

Note 7. Changes in Compensated Absences

The following is a summary of the changes in the compensated absences made during the fiscal

year:

Balance Balance Due within

Description 6/30/2007 Additions Deletions 6/30/2008 One Year
Compensated

Absences $ 4476 $ 31,353 $ 30,557 $ 5272 $ 2295

The compensated absences are paid from the General Fund.

Note 8. Retirement Plans

The Public Employees Retirement Association (PERA) covers employees. All employees hired
by the Council subsequent to July 1, 1981, must be covered under the PERA Plan. All of the full-
time employees participate in the defined benefit contributory retirement plan through the Public
Employee’s Retirement Association (PERA) of the State of New Mexico.

PERA Plan Description:

The COG participates in a public employee retirement system authorized under the Public
Employees Retirement Association Act (PERA) (Chapter 10, Article 11 NMSA 1978). The
Public Employees Retirement association (PERA) is the administrator of the plan, which is a cost
sharing, multiple-employer defined retirement plan. The plan provides for retirement, disability
benefits, survivor benefits and cost of living adjustments to plan members and beneficiaries.
PERA issues a separate, publicly available financial report that includes financial statements and
required supplementary information. That report may be obtained by writing to PERA: P.O. Box
2123, Santa Fe, New Mexico 87504-2123.

PERA Funding Policy:

Covered employees are required by State statute to contribute 9.15% of their gross salary. The
council is required by State statute to contribute 9.15% of the gross covered salary. The
contribution requirements of plan members and the Council is established in Chapter 10, Article
11 NMSA 1978. The requirements may be amended by acts of the legislature. The Council,
along with PERA, has approved the payment by the COG of 75% of the employees 9.15%
contribution or 6.87%. The contribution requirement for the years ended June 30, 2008, 2007 and
2006, respectively are shown below:

The COG participates in a public employee retirement system authorized under the Public
Employees Retirement Council.

PERA Employee PERA
Contribution Contribution
Year 9.15% + 6.87% 2.28% Total
2008 $ 23,080 $ 3,285 $ 26,365
2007 24,539 3,492 28,031
2006 21,515 3,062 24,577
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Note 9.

Note 10.

Note 11.

STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

Non-Monetary Transactions

Non-monetary transactions are designated as “In-Kind” expenditures. The Town of Silver City
provides office space to the Council. The Council receives a billing from the municipality of the
amount due for the fair value rent of the office space. The municipality then cancels the rent due
by making a donation to the Council for the use of the office space and furniture. The total
amount received by the Council was $26,598 of In-Kind Rent, $1,776 of In-Kind Utilities, and
$7,758 of In-Kind Travel.

Contingent Liabilities

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

Post Employment Benefits

The Retiree Health Care Act (ACT) (Chapter 10, Article 7C NMSA 1978) provides
comprehensive core group health insurance for persons who have retired from certain public
service in New Mexico. The Retiree Health Care Authority is the administrator of the plan. The
purpose is to provide eligible retirees, their spouses, dependents and surviving spouses and
dependents with health insurance consisting of a plan, or optional plans of benefits that can be
purchased by funds flowing into the Retiree Care Fund and by co-payments or the out-of-pocket
payments of eligible retirees.

Monies flow to the Retiree Health Care Fund on a pay-as-you-go basis from eligible employers
and eligible retirees. Eligible employees consist of institutions of higher education, school
districts, or other entities participating in the Public Insurance Authority, state agencies, state
courts, magistrate courts, municipalities or counties, which are affiliated under or covered by the
Educational Retirement Act, Public Employees Retirement Act, Volunteer Fire Fighters
Retirement Act, Judicial Retirement Act or the Magistrate Retirement Act.

Eligible retirees are: (1) retirees who make contributions to the fund for at least five years prior to
retirement and whose eligible employer during that period of time made contributions as a
participant in the Retiree Health Care Act on the person’s behalf, unless the person retires before
the employee’s NMRHCA effective date, in which event the time period for contributions
becomes the period of time between the employee’s effective date, and the date of retirement; or
(2) retirees defined by the Act who retired prior to July 1, 1990 and former legislators who served
at least two years.

Each participating employer makes contributions to the fund in the amount on 1.3% of each
participating employee’s annual salary. Each participating employee contributes to the fund an
employee contribution equal to .65% of the employee’s salary. Each participating retiree pays a
monthly premium for the medical plus basic life plan and an additional five ($5.00) if the eligible
participant retired prior to the employee’s NMRHCA effective date or is a former legislature.

Contributions from participating employers and employees become the property of the Retiree
Health Care Fund and are not refundable under any circumstances, including termination of
employment or termination of the participating employer’s operation or participation in the Retiree
Health Care Act. The employer, employee, and retiree contributions are required to be remitted to
the Retiree Health Care Authority on a monthly basis.
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STATE OF NEW MEXICO

SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS

NOTES TO FINANCIAL STATEMENTS

June 30, 2008

Post Employment Benefits (continued)

The Retiree Health Care Authority issues a separate, publicly available audited financial report
that includes post employment benefit expenditures of premiums, claims paid, participant
contributions (employer, employee, and retiree) and net expenditures for the fiscal year. The
report also includes the approximate number of retirees participating in the plan. That report may
be obtained by writing to the Retiree Health Care Authority, Albuquerque State Government
Center, 4308 Carlisle Blvd. NE, Suite 104, Albuquerque, New Mexico 87107.

For the fiscal year ended June 30, 2008, the Department remitted $1,873 in employer contributions
and $936 employee contributions to the Retiree Health Care Authority.

Inter-fund Transfers and Balances

Transfers to/from other funds at June 30, 2008 consist of the following:

COG’s portion of grant expenditures

From the General Fund to the New Mexico Department of Transportation

Program for the COG’s portion of grant expenditures

From the General Fund to the Outreach Program for the COG’s portion of

grant expenditures

Net Transfers

Amounts due as of June 30, 2008, are as follows

Due From Due To
$ 24911 Economic Development General fund
12,839 Department of Transportation General fund
5,951 Outreach program General fund

$ 43,701 Total

All balances are expected to be paid within the next year.

Self-Insurance

$ 17,679

12,625

7,850

$ 38,154
Purpose

To advance funds for expenses
To advance funds for expenses
To advance funds for expenses

Health insurance is made available to the employees from New Mexico Self-Insurance Fund at
P.O. Box 846, Santa Fe, New Mexico 87504-00846. The COG paid $16,029.36 for this fiscal

year.
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STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

Excess Expenditures over Appropriations

New Mexico State Statutes restricts all officials and governing authorities from approving claims
in excess of the approved budget. The COG did not exceed its authorized budget for the year
ending June 30, 2008.

State Appropriations

The COG received $124,760 from New Mexico Department of Finance and Administration as
grants-in-aid; and $73,660 from New Mexico Department of Transportation to aid in the
preparation of a transportation plan.
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STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
SPECIAL REVENUE FUNDS
June 30, 2008

The Special Revenue Funds are used to account for proceeds of specific revenue sources (other than major
capital projects) that are legally restricted to expenditures for specified purposes.

Mortgage Finance Authority (MFA) — Professional Services Outreach Program — to
account for the specific pass-through federal contract to maintain personal contacts with
the local media, local elected officials and other designated groups and to keep them
aware of local relevant developments in relationship to the MFA. This is authorized by
the service contract approved by the Board of Directors’ resolution.
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Exhibit D-1
STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
BALANCE SHEET - SPECIAL REVENUE FUNDS
June 30, 2008

Outreach
Program
ASSETS
Prepaid expenses $ 182
Due from other governments 6,000
Total assets $ 6,182
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 100
Due other funds 5,951
Total liabilities 6,051
Fund balance:
Unreserved 131
Total fund balance 131

Total liabilities and fund balances $ 6,182

The accompanying notes are an integral part of these financial statements
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STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - SPECIAL REVENUE FUNDS
For the Year-Ended June 30, 2008

REVENUES:

Contract revenue
Total revenues
EXPENDITURES:
Current:

Health and welfare

Total expenditures

Excess (deficiency) of revenues over expenditures:

OTHER FINANCING SOURCES (USES):
Operating transfers in
Operating transfers (out)
Total other financing sources (uses)

Net change in fund balance

Fund balance - beginning

Fund balance — ending

Exhibit D-2

Outreach

Program

12,000

12,000

19,844

19,844

(7,844)

7,850

7,850

125

131

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

SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS

Outreach Program

Statement of Revenues, Expenditures and Changes in Fund Net Assets

Budget (Non-GAAP Basis) and Actual
For the Year-Ended June 30, 2008

Exhibit D-3

Variances
Favorable
Budgeted Amounts Actual (Unfavorable)
(Modified-
Original Final GAAP Basis) Final to Actual
Revenues:

Contract revenue $ 12,000 $ 12,000 $ 12,000 -
Total operating revenues 12,000 12,000 12,000 -
Add: beginning cash - -

12,000 12,000
Operating expenditures:

Current:

Training & education - - - -
Dues & subscriptions 100 - - -
Insurance & bonding 200 731 652 79
Janitorial & maintenance - - - -
Postage 100 170 170 -
Printing & stationary 100 36 36 -
Professional fees 500 140 140 -
Salaries 7,500 13,682 13,682 -
Payroll expenses 800 3,488 3,508 (20)
Supplies 100 322 338 (16)
Telephone 100 165 186 21
Travel 2,000 846 854 ®)
Advertising 500 270 278 (8)
Miscellaneous - - - -

Total expenditures 12,000 19,850 19,844 6
Excess (deficiency) of revenues over
expenditures (7,844)

Other financing sources (uses)
Transfers in - 7,850 7,850
Transfers out - - -

Total other financing sources (uses) - 7,850 7,850
Changes in fund balance 6
Total net assets — beginning of year 125
Total net assets — end of year $ 131

The accompanying notes are an integral part of these financial statements

37



SUPPORTING SCHEDULES



Schedule 1
STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
SCHEDULE OF DEPOSITORIES
June 30, 2008

AmBank checking account 6/30/08 balance $ 59,082
Outstanding deposit -
Outstanding checks (10,210)
Book balance $4_8,872
AmBank savings account 6/30/08 balance $ 30,119
Outstanding deposit -
Outstanding checks -
Book balance $3_0,119

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

SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS

SCHEDULE OF GRANT EXPENDITURES

State of New Mexico
Grant-in-aid Assistance
US Dept of Commerce

New Mexico Finance Authority

New Mexico Dept of Transportation

Total funds expended

June 30, 2008

Schedule 2

CFDA
Number Grant Number Federal State
07-L-RW-J-6-G-5 $ - $ 124,760
11.302 08-83-03984 50,000 R
Unavailable - 12,000
TPO-7500(42) - 73,660
$ 50,000 $ 210,420

The accompanying notes are an integral part of these financial statements
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$333838433882) MARCUS,
$| FAIRALL,
BRISTOL + CO., L.L.P.

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

Hector H. Balderas

Board of Trustees

Southwest New Mexico Council of Governments
Silver City, New Mexico 88061

We have audited the financial statements of the governmental activities, each major fund and the aggregate
remaining fund information, the budgetary comparisons for the general fund and major special revenue
funds, and the combining and individual funds presented as supplemental information of Southwest New
Mexico Council of Governments (COG) as of and for the year-ended June 30, 2008 and 2007, and have
issued our report thereon dated December 11, 2008. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and with standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the COG’s internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the COG’s internal
control over financial reporting.

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

A material weakness is a significant deficiency, or a combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the agency’s internal control.

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

A Firm of Certified Public Accountants
6090 Surety Drive, Suite 100 « El Paso, TX 79905 ¢ (915) 775-1040
Facsimile:(915) 775-1849



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the COG’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 to express such an opinion. The results
of our tests disclosed no instances of non-compliance or other matters that are required to be reported under
Government Auditing Standards.

This report is intended solely for the information and use of the Board of Directors, Federal and State
Awarding agencies, the Office of the New Mexico State Auditor, the New Mexico Department of Finance
Administration, and the New Mexico State Legislature and is not intended to be and should not be used by
anyone other than these specified parties.

Marcus, Fairall, Bristol + Co., L.L.P.
El Paso, Texas

December 11, 2008

A Firm of Certified Public Accountants
6090 Surety Drive, Suite 100 « El Paso, TX 79905 « (915) 775-1040
Facsimile:(915) 775-1849



STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
CURRENT YEAR SCHEDULE OF FINDINGS
For the Year-Ended June 30, 2008

Reportable Findings and Questioned Costs-Financial Statement

Prior Year Reportable Findings and Questioned Costs — Financial Statement

There were no prior year findings.

Current Year Reportable Findings and Questioned Costs:
Reportable Findings and Questioned Costs — Financial Statements Audit

There are no current year findings.
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STATE OF NEW MEXICO
SOUTHWEST NEW MEXICO COUNCIL OF GOVERNMENTS
Passed Journal Entries
June 30, 2008

An exit conference was held on December 11, 2008 with personnel from the COG. Representing the
Council were Priscilla Lucero, Executive Director, Jovita Gonzales, Chairperson, and Pam Eley, Office
Manager/Planner. Representing the firm of Marcus, Fairall, Bristol + Co., L.L.P. were Jack W. Fairall, CPA
and Mary Auger, CPA.

Compilation of Financial Statement

The financial statements presented in this report were compiled by the auditors, Marcus, Fairall, Bristol +
Co., L.L.P. However, the contents of their financial statements remain the responsibility of the Council.
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