STATE OF NEW MEXICO
CITY OF RIO COMMUNITIES
RESOLUTION 2019 - 150

(6th FISCAL YEAR ENDING JUNE 30, 2019)

WHEREAS, the City of Rio Communities Governing Body has approved and accepted its statutory requirement
authorizing an independent public auditor (Hinkle + Landers, PC). to perform the required annual financial
audit for Fiscal Year 2017-18;

WHEREAS, this audit, upon its completion, has been presented to the City of Rio Communities’ Governing
Body per the authorization letter from the Office of the State Auditor dated February 25th, 2019.

WHEREAS, NMAC 2.2.2.10 (M) (4) provides, in pertinent part, “if applicable, once the audit report has been
officially released to the agency by the Office of the State Auditor (by way of letter), and the required
waiting period of five calendar days has passed, unless waived by the agency, the audit report shall be
presented to a quorum of the governing authority at a meeting held in accordance with the Open Meetings
Act;”

NOW THEREFORE, BE IT RESOLVED, that the Governing Body of the City of Rio Communities hereby
accepts and approves the completed audit report and findings as indicated within the attached documents.

ACCEPTED AND APPROVED this 9th day of April 2019 in regular session by the City of Rio Communities’
Governing Body.

City of Rio Communities Governing Body

Mark Gwinn,
Mayor
Margaret (Peggy) Gutjahr, William (Bill) Brown,
Councilor Mayor Pro-tem Councilor
Arturo R. Sais, Joshua Ramsell,
Councilor Councilor

ATTEST

Elizabeth (Lisa) Adair,
Municipal Clerk




OK T P ® t Date:  February 25, 2019
O r ln Number of pages including cover sheet: 2
Communication
Subject: City of Rio Communities From: Office of the State Auditor
Agency #: 6153 2540 Camino Edward Ortiz,
Ste #A
Fiscal Year:  June 30, 2018 Santa Fe, NM 87507
TPA Attention: Anne Kelbley
Attention: Steve Nolan
Firm: Hinkle + Landers, PC e-mail: reports@osa.state,nm.us
Telephone:  505-883-8788 Telephone:  (505) 476-3800
Fax: ) 505-883-8797 Fax: (505) 827-3512
E-mail: fvener@hl-cpas.com
AGENCY
Attention: Celina Benavidez
Telephone:  505-861-6803
Fax: - 505-861-6804
E-mail: finance@ripcommunities.net

In accordance with the Audit Act, Section 12-6-1 et seq., NMSA 1978, and the 2018 Audit Rule, NMAC
2.2.2.1 et seq., the Office of the State Auditor (“OSA”) reviewed this financial and compliance audit report or
agreed-upon procedures report (“Report™). In accordance with Audit Act, the OSA has determined that the
Report has been made in accordance with the provisions of the contract and applicable rules promulgated by
the OSA. Therefore this Report is “OK to Print”, | SEARCHABLE electronic copy labeled “Final” per
2.2.2.9(B)(3) NMAC) should be submitted to the OSA within five business days of receipt of this
communication. You do not need to submit a hard-copy final Report to the OSA.

The following items, prepared using the most current templates posted on the OSA website in accordance with
the instructions provided, must be submitted with the Final Report for financial and compliance audit Reports
(these items are not required for agreed-upon procedures Reports):

» The electronic Excel version of the Findings Summary form,

*  The electronic Excel version of the Vendor Schedule form,

» The clectronic Excel version of the Fund Balance Schedule form,

¢ The electronic Excel version of the GASBS 77 Disclosure template, if applicable, and

s The electronic Excel vetsion of the Indigent Care Cost and Funding Report and Calculations of Cost
of Providing Indigent Care Worksheet, if applicable (Hospitals only)

*  The electronic Excel version of the schedules of asset management costs, if applicable (STO, PERA,
ERB and SIC).

Except for any comments contained in this OK to Print communication, all of which should be addressed
before resubmission, the Report should not be changed from what was previously submitted. Please provide
written notification to the OSA of all changes made and relevant page numbers, including those changes
made in response to OSA comments, with the requisite final copies of the Report submitted to the OSA. The
written notification must be signed by the audit manager and attached as a PDF file to the email submission of
the Final PDF Report. Written notifications submitted in the body of emails will not be considered received.
Please note that any changes that do not result from OSA comments may require an additional review
of the report and could potentially jeopardize the report’s enrrent “OK to Print” status.

This message is intended only for the use of the individual or entily fo which it is addressed, and may contain information that is privileged,
confidential, and exempt for disclosure. If the reader of this Inessage is not the intended recipient, or the employee or agent of the recipient, you
are hereby notified that any disscmination, distribution, or copying of this document is strictly prohibited. Iff you have received this
communication i error, please notify us immediately by (elephone and return the original message to us at the address noted above. Thank you.




This communication does not authorize the IPA or the agency to release the Report to the public. Per Section
12-6-5, NMSA 1978, the Report and the information contained in it cannot be released to the public unti! five
calendar days after the OSA has officially released the Report. The OSA will send the release letter to the
agency after the OSA approves the final copies and the Report will be made public after the required five-day
wait period has passed or is waived.

The audited agency can waive the five-day waiting period required by Section 12-6-5, NMSA 1978. To do so,
the agency’s governing authority or the governing authority’s designee must provide written notification to the
OSA of the waiver in the form of a letter. The letter must be signed by the agency’s governing authority or the
governing authority’s designee and be sent via letter, email or fax to the attention of State Auditor Brian S,
Colén. The OSA strongly prefers to receive the written notification prior to the submission of the final Report
to the OSA.

Please call us if you have any questions. Thank you for your prompt attention regarding this matter.

Comments That Must Be Corrected or Addressed:

1. The reviewer could not locate a GASB 77 note disclosure. Please update the Notes, even if GASBS
77 does not apply, per 2.2.210(BB)(3) NMAC

2. Please update the classification of the findings to comply with NM Audit Rule requirements of
2.2.2.10(L)Y1) NMAC: (We are now posting this information to our website when reports are
released and your assistance is greatly appreciated. )

Reminder: Please submit all electronic documents, such as the vendor schedule, audit report, etc, with the
Jinal Report.
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' CITY OF RIO COMMUNITIES

INDEPENDENT AUDITOR’S REPORT
AND FINANCIAL STATEMENTS

‘For the Year Ended June 30, 2018

2500 9th 5t. NW, Albuquergque, NM 87102 - 505.8853.8788 » www . HL-cpas.com
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@ HINKLE + LANDERS

’f{i Certified Public Accountants + Business Consultants £

INDEPENDENT AUDITOR’S REPORT

Mr. Wayne Johnson,

New Mexico State Auditor,
Mark Gwinn, Mayor and
the City Council of

City of Rio Communities

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the budgetary comparisons of the general fund and major special revenue funds of the City of Rio
Communities (the City) as of and for the year ended June 30, 8, and the related notes to the financial
statements, which collectively comprise the City’s basic nglalditatements as listed in the table of
contents.

Management is responsible for the preparation and fair ¥
accordance with accounting principles generally acce ]
the design, implementation, and maintenance of j
presentation of financial statements that are freef
eITor.

Auditor’s Responsibility &

Our responsibility is to express opif
our audit in accordance with auditi
the standards applicable to finangt®
Comptroller General of the Unitge
obtain reasonable assurance abi
An audit involves performing prigee
the financial statements. The pré elected depend on the auditor’s judgment, including the
assessment of the risks of material atement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion,

Btatements based on our audit, We conducted
enerally accepted in the United States of America, and
ied in Government Auditing Standards, issued by the
indards require that we plan and perform the audit to
inancial statements are free from material misstatement.

An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness
of significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

www.HL-cpas.com

2500 pth 81, BW, Kbyquerque, N3 S7i0




December 13, 2018 | Independent Auditor’s Report, continued

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of each major fund of the City of Rio Communities (the City) as of June 30,
2018, the respective changes in financial position and the respective budgetary comparisons for the
general fund and major special revenue funds for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 4-9 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, econotmnic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of Anferica, which consisted of inquiries of
management about the methods of preparing the infou comparing the information for
consistency with management’s responses to our inqu financial statements, and other
knowledge we obtained during our audit of the basic finaf We do not express an opinion
or provide any assurance on the information because t a5 do not provide us with

Other Imformation

Our audit was conducted for the purpose of for
budgetary comparisons. The other scheduleggli
contents, required by 2.2.2. NMAC, are pf}

The other schedules, listed as “oth, ry information” in the table of contents, required by
ent and were derived from and relate directly to the
®pare the basic financial statements. Such information

paring and reconciling such information directly to the
underlying accounting and other re¢ghdefiied to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with the auditing
standards generally accepted in the United States of America. In our opinion, the other schedules, listed
as “other supplementary information” in the table of contents, required by 2.2.2 NMAC, are fairly stated,
in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 13,
2018 on our consideration of the City’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 internal control
over financial reporting or on compliance.

certain additional procedures, 1§




December 13, 2018 | Independent Auditor’s Report, continued

That report is an integral part of an audit performed in accordance with Government Auditing Standards
in considering the City’s internal control over financial reporting and compliance,

Hinkle + Landers, PC
Albuquerque, New Mexico
December 13, 2018




STATE OF NEW MEXICO
CITY OF RIO COMMUNITIES
Management’s Discussion and Analysis
For the Year Ended June 30, 2018

As management of the City of Rio Communities, we offer the readers of the City of Rio Communities
financial statements this narrative overview and analysis of the financial activities of the City of Rio
Communities for the fiscal year ended June 30, 2018. We encourage readers to consider the information
presented here in conjunction with the financial statements of the City of Rio Communities and additional
information provided.

Financial Highlights

» The assets of the City of Rio Communities exceeded its liabilities at the close of the most recent
tiscal year by $10,128,235 (net position). Of this amount, $1,015,006 (unrestricted net position)
may be used to meet the government’s ongoing obligations to citizens and creditors.

* The government’s total net position increased by $290,955.

* As of the close of the current fiscal vear, the City of#RiggCommunities’ governmental funds

with the prior year.

* At the end of the current fiscal year, the unassigf
$1,008,011, a decrease of $706,529 over fiscal

jsic financial statements comprise three
components: 1) government-wide Hphn und financial statements, and 3) notes to the
financial statements. This report g Bntain§gher supplementary information in addition to the basic
financial statements themselve ;

Government-wide financialiStatementS¥{Fhe government-wide financial statements are designed
to provide readers with a broad @ i fhe City of Rio Communities’ finances, in a manner similar
to a private-sector business.

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

The statement of activities presents information showing how the government’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change oceurs, 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 fiseal
periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of Rio Communities
that are principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through user fees
and charges (business-type activities). The governmental activities of the City of Rio Communities
include general government, public safety, public works, and culture and recreation. The City does not
currently have any business type activities.




STATE OF NEW MEXICO
CITY OF RIO COMMUNITIES
Management’s Discussion and Analysis
For the Year Ended June 30, 2018

The government-wide financial statements can be found on pages 10 and 11 of this report.

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. The City of Rio
Communities, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the City of Rio Communities can
be divided into two categories: governmental funds and proprietary 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 of spendable resources available at the end of the fiscal year, Such information
may be useful in evaluating a government’s near-term financial requirements.

of the government-wide financial
governmental funds with similar
wide financial statements. By
roment’s near-term financing

Because the focus of governmental funds is narrower tha
statements, it is useful to compare the information pyé&e:
information presented for governmental activities in
doing so, readers may better understand the long-term int
decisions. Both the governmental fund balance sheet and’
expenditures, and changes in fund balances provide a neilial facilitate this comparison between
governmental funds and governmental activities. :

tal funds. Information is presented
revenues, expenditures, and changes
fjor fund. Data from the other thirty-five

The City of Rio Communities maintains eight in
separately in the governmental fund balanc
in fund balances for the general, which i
governmental funds are combin : _
of the nonmajor governmental fu in the form of combining statements elsewhere in this
report.

appropriated budget for its general fund and all other
i statement has been provided for the general fund to
In addition, the individual financial statement of the
e budgetary comparison date,

The City of Rio Communities 4
governmental funds. A budgeti:
demonstrate compliance with tF
remaining governmental fund types

The basic governmental fund financial statements can be found on pages 12 thru 20 of this report.
Proprietary funds. The City of Rio Communities has no proprietary funds.

Notes to the financial statements. 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 21 thru 32 of this report.

Other Information. The Schedule of Joint Powers Agreements can be found on page 33.
Government-wide Financial Analysis .

As noted earlier, net position may serve over time as a useful indicator of a government’s financial

position. In the case of the City of Rio Communities, assets exceeded liabilities by $10,128,235 at the
close of the most recent fiscal year,




STATE OF NEW MEXICO
CITY OF R1IO COMMUNITIES
Management’s Discussion and Analysis
For the Year Ended June 30, 2018

The largest portion of the City of Rio Communities’ net position (71 percent) reflect its investment in
capital assets (e.g. land, buildings, machinery and equipment), less any related debt used to acquire those
assets that is still outstanding. The City of Rio Communities uses these capital assets to provide services
to citizens; consequently, these assets are not available for future spending, Although the City of Rio
Communities’ investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

City of Rio Cornmunities
Net Position

Governmental Activities

June 30 June 30,

2017
574,680

Current and other assets $

Capital assets, net of
accumulated depreciation

Deferred outflows of
resources

Total assets and defer,
71 10,117,957

219,345 267,895

5,748 12,782

Deferred inflow¥BEesources - -
Total liabilities and
deferred inflows of

resources $ 225,003 280,677

Net position $ 10,127,978 9,837,280

An additional portion of the City of Rio Communities’ net position of $1,957,868 (19 per cent) represents
resources that are subject to external restrictions on how they may be used. The remaining balance of
unrestricted net position $1,015,006 may be used to meet the government’s ongoing obligations to
citizens and creditors.

At the end of the current fiscal year, the City of Rio Communities is able to report positive balances in all
three categories of net position, both for the government as a whole as well as for its separate
governmental and business-type activities. The same situation held true for the prior fiscal year.




STATE OF NEW MEXICO
CITY OF RIO COMMUNITIES
Management’s Discussion and Analysis
For the Year Ended June 30, 2018

There was a net decrease of $175,911 in capital assets reported. The majority of this decrease resulted
from the purchase of equipment and the adjustment of on-going building and infrastructure construction
in progress decreased by depreciation of the City’s assets.

Governmental activities. Governmental activities increased the City of Rio Communities’ net
position by $137.415. Key elements of this increase are as follows:

City of Rio Communities
Comparison of Key Elements

Governmental Activities

June 30, June 3o,
2018 2017
Revenues
Taxes $ 1,058, 944,641
Intergovernmental 578,535

Charges for services
Interest

Other oA

Total revenue 2547,053

Expenses
General governmen 762,001
Public&bty 431,897
Public¥k 214,000
6,700 1,740
1,170,185 1,400,638
Change in net position $ 290,608 137,415

¢ The total expenses for governmental activities decreased by $239,700, while revenues decreased
by $86,160 due mainly to decreased operating grants.

o The gross receipts tax revenue increased $41,597.

Financial Analysis of the Government’s Funds
As noted earlier, the City of Rio Communities uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental funds. The focus of the City of Rio Communities’ governmental funds is to provide
information on near-term intlows, outflows, and balances of spendable resources. Such information is
useful in assessing the City of Rio Communities’ 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.




STATE OF NEW MEXICO
CITY OF RIO COMMUNITIES
Management’s Discussion and Analysis
For the Year Ended June 30, 2018

As of the end of the current fiscal year, the City of Ric Communities’ governmental funds reported
combined ending fund balances of $2,965,879 an increase of $419,373 in comparison with the prior year.
Approximately 34 per cent of this total amount, $1,008,011 constitutes unassigned fund balance, which
is available for spending at the government’s discretion. Of the remainder, $1,957,868 is non-spendable
as it is for inventory and prepaid expenses, restricted and committed expenses.

The general fund is the chief operating fund of the City of Rio Communities. At the end of the current
fiscal year, unreserved fund balance of the general fund was $1,088,021.

The fund balance of the City of Rio Communities’ general fund decreased by $706,529 during the current
fiscal year,

Proprietary funds. The City of Rio Communities has no proprietary funds.

General Fund Budgetary Highlights
There were no major differences between the original b

Detailed budget performance is examined through the
Changes in Fund Balance for the general fund found on p
$830,406 less than the final budget amount (favorable.

Capital Asset and Debt Administration

Capital assets. The City of Rio Communities’
and business type activities as of June £0)
depreciation). This investment ix

equipment, furniture and fixtur

Governmental
Activities
June 30, June 30,
2018 2017
Land $ 137,500 137,500
Buildingg and improvements 1,442,649 1,377,469
Equipment and vehicles 664,070 634,730
Infrastructure 6,427,070 6,237,733
Net capital agsets $ 8,671,289 8,387,432

Additional information on the City of Rio Communities’ capital assets can be found in Note 6 on page 30
of this report.

Long-term debt. During the 2017 fiscal year the City acquired a loan from the New Mexico Finance
Authority for $261,488 for emergency vehicles. The current balance on the loan is $211,975.




STATE OF NEW MEXICO
CITY OF RIO COMMUNITIES
Management’s Discussion and Analysis
For the Year Ended June 30, 2018

Economic Factors and Next Year’s Budget

City of Rio Communities is located in Valencia County. Valencia County, like the rest of urban New
Mexico, has a strong and balanced economy. Employment in the area has been stable for the past three
years,

City of Rio Communities receives approximately 36 per cent of its annual operating budget for general
fund from gross receipts taxes,

Request for Information

This financial report is designed to provide a general overview of the City of Rio Communities’ finances
for all those with an interest in the government’s finances. Questions concerning any of the information
provided in this report or requests for additional financial infogmation should be addressed to the Office
of the Finance Director, City of Rio Communities, 360 Rigg fities Blvd., Rio Communities, New
Mexico 87002.




STATE OF NEW MEXICO
CITY OF RIO COMMUNITIES
STATEMENT OF NET POSITION
As of June 30, 2018

_ Governmental
Assets Activities
Current assets
Cash and cash equivalents $ 2,880,308
Receivables (net of allowance for uncollectibles) 105,336
Total current assets 2,985,734
Noncurrent assets
Capital assets not being depreciated 137,500
Capital assets being depreciated, net 7,220,836
Total noncurrent assets 7,307,336
Total assets 10,353,070
Liabilities
Current liabilities
Accounts payable 1,566
Accrued payroll liabilities 3,520
Accrued interest 661
Compensated absences 7,370
Current portion of long-term debt 51,585
Total current liabilities 64,702
Noncurrent liabilities
Long term debt less current 160,390
Total noncurrent liabili 160,300
Total liahilities 225,002
Net position
Net investment in capital assets 7,155,361
Restricted for other purposes 1,961,047
Unrestricted 1,011,570
Total net position 10,127,978
Total liabilities and net position $ 10,353,070

See Independent Audtior's Report,
The accompanying notes are integral to these financial statements
10
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STATE OF NEW MEXICO

CITY OF RI0O COMMUNITIES
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALAN CE
BUDGET AND ACTUAL
GENERAL FUND

For the Year Ended June 30, 2018

Variance with

Budgeted Amounts Final Budget

Actual Positive
Original Final Amounts {(Negative)
Revenues
Taxes

Gross receipts $ 317,500 317,500 361,637 44,137

Property 227,241 227,241 232,941 5,700

Franchise 180,400 180,400 146,414 (33,086)

State-shared 170,250 170,250 161,950 {8,300)

Lodger's - - - -
Licenses and permits - - 4,065 4,065
Intergovernmental:

State grants 75,000 75,000
Charges for services - (4,050}
Fines and forfeitures 3,462 (762)
Interest on investments - {5,800)
Miscellaneous 28,026 21,486

Total revenues 1,014,395 97,490
Expenditures
Current

General government 558,681 395,565 163,116

Public safety 167,442 24,686 142,756

Public works 206,000 16,206 189,794

Culture and recreation 40,000 - 40,000

Health and welfare 24,000 - 24,000

Total expenditures " 996,123 996,123 436,457 559,666
Revenues over/(under) expenditures _
before other financing sources/(uses) (79,218) (79,218) 577,938 657,156
Other financing sources (uses)
Transfers in 997,800 997,800 216,494 (781,306)
Transfers {out) (811,000) (1,583,780) (1,500,961) 82,819

Total other financing sources (uses) 186,800 {585,080) (1,284,467) (608,487)
Net change in fund balance $ 107,582 (665,198) (706,529)

Prior year cash balance $ 1,677,082 1,677,082 1,677,082
RECONCILIATION FROM BUDGET/ACTUAL TO GAAP
Change in fund balance (Budget Basis) (706,529)

To adjust applicable revenue accruals and deferrals

To adjust applicable expenditure accruals
Change in fund balance {GAAP basis)

See Independent Audtior's Report.
The accompanying notes are integral to these financial statements
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STATE OF NEW MEXICO
CITY OF RIO COMMUNITIES
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
CORRECTIONS FUND (201)
For the Year Ended June 30, 2018

Variance with

Budgeted Amounts Final Budget
Actual Positive
Original Final Amounts (Negative)
Revenues
Taxes
Gross receipts $ - - - -
Fines and forfeitures 1,132 1,132 1,506 464
Total revenues 1,132 1,132 1,506 464
Expenditures
Current
General government 423 20,997
Public safety - -
Public works - -
Culture and recreation - -
Health and welfare - -
Total expenditures 423 20,997
Revenues over/(under) expenditures
before other financing sources/ (uses) 1,173 21,461
Other financing sources (uses)
Transfers in 21,000 -
Transfers (out) - -
Total other financing sources (us 21,000 -
Net change in fund balance 22173
Prior year cash balance $ 31,450 31,450 31,450
RECONCILIATION FROM BUDGET/ACTUAL TO GAAP
Change in fund balance (Budget Basis) $ 22,173
To adjust applicable revenue accruals and deferrals -
To adjust applicable expenditure accruals -
Change in fund balance (GAAP basis) $ 22,173

See Independent Audtior's Report.
The accompanying notes are integral to these financial statements
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STATE OF NEW MEXICO
CITY OF R10 COMMUNITIES
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
ENVIRONMENTAL GROSS RECEIPTS TAX FUND (202)
For the Year Ended June 30, 2018

Variance with

Budgeted Amounts Final Budget
Actual Positive
Original Final Amounts (Negative)
Revenues
Taxes
Gross receipts $ 9,000 9,000 11,377 2,977
Total revenues 9,000 9,000 11,377 2,377
Expenditures
Current
General government - -
Public safety - -
Public works 7,022 1,078
Culture and recreation - -
Health and welfare - -
Total expenditures 7,022 1,078
Revenues over/(under) expenditures
before other financing sources/ (usgh 3,455 3,455
Other financing sources (uses)
Transfers in - - - -
Transfers (out) - - - -
Total other financing sources (usd - - - -
Net change in fund balance - - 3,455
Prior year cash balance $ 12,449 12,449 . 12,449
RECONCILIATION FROM BUDGET/ACTUAL TO GAAP
Change in fund balance (Budget Basis) $ 3,455
To adjust applicable revenue accruals and deferrals -
To adjust applicable expenditure accruals -
Change in fund balance (GAAP basis) $ 3,455

See Independent Audtior's Report.
The accompanying notes are integral to these financial statements
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STATE OF NEW MEXICO
CITY OF R1I0O COMMUNITIES
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
EMERGENCY MEDICAL SERVICES FUND (206)
For the Year Ended June 30, 2017

Variance with
Budgeted Amounts Final Budget
Actual Positive
Original Final Amounts (Negative)
Revenues
Taxes
Gross receipts $ - - - -
State-shared 76,350 76,350 97,439 21,08¢
Licenses and permits - - - -
Intergovernmental:
State grants 7,890 7,000 {890)
Miscellaneous - 50 50
Total revenues 84,240 104,489 20,249
Expenditures
Current
General government - -
Public safety 24,161 58,079
Public works - -
Culture and recreation - - -
Health and welfare - -
Total expenditures 24,161 58,079
Revenues over/(under) expen
before other financing sources 2,000 2,000 80,328 {37,830)

Other financing sources (uses)
Transfers in - - - -
Transfers {out) - - - -

Total other financing sources (uses) - - - -

Net change in fund balance $ 2,000 2,000 80,328

Prior year cash balance $ 557 557 557

RECONCILIATION FROM BUDGET/ACTUAL TO GAAP

Change in fund balance (Budget Basis) 80,228
To adjust applicable revenue accruals and deferrals -

To adjust applicable expenditure aceruals -
Change in fund balance (GAAP basis) 80,328

See Independent Audtior's Report.
The accompanying notes are integral to these financial statements
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STATE OF NEW MEXICO
CITY OF RIO COMMUNITIES
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
FIRE PROTECTION FUND (209)
For the Year Ended June 30, 2018

Variance with

Budgeted Amounts Final Budget
Actual Positive
Original Final Amounts {Negative)
Revenues
Taxes
(Gross receipts $ - - - -
Intergovernmental:
State grants 250,809 250,809 262,815 11,016
Miscellaneous - 79 72
Total revenues 250,809 262,887 11,988
Expenditures
Current
General government - -
Public safety 229,529 21,370
Public works - -
Culture and recreation - -
Health and welfare - -
Tolal expenditures 250,899 220,520 21,370
Revenues over/(under) expendit .
before other financing sources - 33,358 33,358
Other financing sources (uses)
Transfers in 142,238 142,338 216,200 73,862
Transfers (out) (58,287) (58,287) (58,287) -
Total other financing sources (uses) 84,051 84,051 157,913 73,862
Net change in fund balance $ 84,051 84,051 191,271
Prior year cash balance $ 162,680 162,680 162,680
RECONCILIATION FROM BUDGET/ACTUAL TO GAAP
Change in fund balance (Budget Basig) $ 191,271
To adjust applicable revenue accruals and deferrals -
To adjust applicable expenditure aceruals -
Change in fund balance {GAAP basis) $ 191,271

See Independent Audtior's Report.
The accompanying notes are integral to these finaneial statements
18




STATE OF NEW MEXICO
CITY OF R10 COMMUNITIES

STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL
LAW ENFORCEMENT PROTECTION FUND (211)
For the Year Ended June 30, 2017

Budgeted Amounts

Actual
Original Final Amounts

Variance with
Final Budget
Positive
(Negative)

Revenues
Taxes
Gross receipts $ - - -
Intergovernmental:
State grants

Total revenues
Expenditures

Current
General government
Public safety
Public works
Culture and recreation
Health and welfare

Total expenditures
Revenues over/(under) expe
before other financing souj

Other financing sources (us&s
Transfers in
Transfers {out) - - -

Total other financing sources (uses) - - -

Net change in fund balance $ - - 1,605

Prior year cash balance $ 261 261 261

RECONCILIATION FROM BUDGET/ACTUAL TO GAAP

Change in fund balance (Budget Basis) $ 1,695

To adjust applicable revenue accruals and deferrals -
To adjust applicable expenditure aceruals -

Change in fund balance (GAAP basis) $ 1,695

See Independent Audtior's Report,
The accompanying notes are integral to these financial statements
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CITY OF RIO COMMUNITIES
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
MUNICIPAL STREET FUND (216)
For the Year Ended June 30, 2018

Variance with
Budgeted Amounts Final Budget
Actual Positive
Original Final Amounts (Negative)
Revenues
Taxes
(3ross receipts $ - - - -
State-shared 29,500 20,500 42,744 13,244
Licenses and permits 6,000 6,000 4,199 (1,801)
Total revenues $ 35,500 46,943 11,443
Expenditures
Current
General government - -
Public safety - -
Public works 266,552 68,048
Culture and recreation - - -
Health and welfare _ - - -
Total expenditures 335,500 266,552 68,948
Revenues over/(under) expenditures
before other financing sources/( (300,000) (219,600) 80,391
Other financing sources (uses)g@h
Transfers in 00,000 300,000 375,000 75,000
Transfers (out) - - - -
Total other financing sources (uses) 300,000 300,000 375,000 75,000
Net change in fund balance $ - - 155,391
Prior year cash balance $ 173,273 173,273 173,273

RECONCILIATION FROM BUDGET/ACTUAL TO GAAP

Change in fund balance (Budget Basis) $ 155,391
To adjust applicable revenue accruals and deferrals -
To adjust applicable expenditure accruals -
Change in fund balance (GAAP basis) $ 155,391

See Independent Audtior's Report.
The accompanying notes are integral to these financial statements.
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STATE QF NEW MEXICO
CITY OF RIO COMMUNITIES
Notes to Financial Statements

For the Year Ended June 30, 2018

1) Summary of Significant Accounting Policies

Reporting Entity
The City of Rio Communities (City) was incorporated in 2013 under the provisions of the

Municipal Code of the State of New Mexico (Sec. 14-2-1 et-Seq. 1971 Comp). The City operates
under a mayor-council form of government. There are four council members plus the mayor, all
of whom are elected at large.

This summary of significant accounting policies of the City is presented to assist in the
understanding of the City’s financial statements. The financial statements and notes are the
representation of the City’s management who is responsﬂ)le for their integrity and objectivity. The
financial statements of the City have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP) as applied to government units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting prmmples The more significant of
the government’s accounting policies are deseribed be

purposes, management has
tential component unit in

ibility. The most significant
manifestation of this ablhty is financial intergd er manifestations of the ability to
exercise oversight responsibility inclug ‘

authority, the designation of gnanage;
accountablhty for fiscal matt®
is the scope of public service.
activity benetits the governmy
the geographic boundaries
criterion used to evaluate p
entity is the existence of speg]
able to exercise oversight resj
has no component units.

gmhcantly influence operations, and
evaluating potential component units
f this criterion involves con51der1ng whether the
€ns, Or whether the actmty 1s conducted w1th1n

ationships, regardless of whether the government is
. Based upon the application of these criteria, the City

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e. the statement of net position and the statement
of activities) report information on all of the non-fiduciary activities of the primary government.
The effect of interfund activity has been removed from these statements.

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

The financial transactions of the City are reported in individual funds in the fund financial
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CITY OF RIO COMMUNITIES
Notes to Financial Statements

For the Year Ended June 30, 2018

statements, Each fund is accounted for by providing a separate set of self-balancing accounts that
comprises its assets, deferred outflows, liabilities, deferred inflows, fund equity, revenues and
expenditures/expenses. The fund focus is on current available resources and budget compliance,

Separate financial statements are provided for governmental funds and fiduciary funds, even
though the fiduciary funds are excluded from the government-wide financial statements. Major
individual governmental funds are reported as separate columns in the fund financial statements.
All remaining governmental funds are aggregated and reported as non-major funds.

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, as are the fiduciary fund financial
statements. Reventies are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenue
in the year for which they are levied, Sales, franchise, lodgers, gas, cigarette and other similar
taxes are recognized when the underlying exchange trgpsd@ionstakes place. Grants and similar
items are recognized as revenue as soon as all eligib ents imposed by the provider
have been met.

Governmental fund financial statements are reportéil
measurement focus and the modified accrual basigeof anting. Révenues are recognized as
soon as they are both measurable and availableSReVEh ;

; greafter to pay liabilities of the
venue to be available if collected

ic @i incurred, as under accrual accounting,
expenditures related to compensated absences and
ayment is due.

Expenditures generally are f tor
However, debt service expendif
claims and judgments, are r

Revenues, expenses, gains, |
from exchange and exchanZgs]; fons are recognized when the exchange takes place.
Property taxes, franchise taxé a%¢s, and interest associated with the current fiseal period
are all considered to be susceptibléf@scerual and have been recognized as revenue of the current
fiscal period. All other revenue items are considered to be measurable and available only when
cash is received by the City. The fund financial statements provide information about the City’s
tunds. The emphasis of fund financial statements is on major governmental funds, each displayed
in a separate column. The City has no business-type activities and has eight major governmental

funds. The City reports the following major governmental funds:

* General Fund—This is the primary operating fund of the City. It accounts for all financial
resources of the general government, except those required to be accounted for in another
fund.

e Corrections Fund (Special Revenue Fund) (NMSA, 33-2-25)-This fund account for the
proceeds of the State of New Mexico approved assessments for the municipal court, for
which expenditures are designated for the care of prisoners.

* Envirenmental Gross Receipts Tax Fund (Special Revenue Fund) (NMSA, 7-19D-1 to 7-
19D-11)—This fund accounts 0.25% gross receipts tax funding used for the acquisition,
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CITY OF R1IO COMMUNITIES
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construction, operation and maintenance of solid waste facilities, water facilities,
wastewater facilities, sewer systems and related facilities,

» Emergency Medical Services Fund (Special Revenue Fund) (NMSA, 24-10A-1 to 24-10A-
9)-This fund accounts for annual grant from the Emergency Medical Service Fund Act.
Funding is made available to municipalities in proportion to their needs, for use in the
establishment and enhancement of local emergency medical services that assist in
reducing injury and loss of life. '

« Fire Protection Fund (Special Revenue Fund) (NMSA, 59-15-1 to 59-15-17)—This fund
accounts state fire marshal funds used for the operation of the fire department.

s Law Enforcement Protection Fund (Special Revenue Fund) (NMSA, 29-13-1 to 29-13-9)-
This fund accounts for state grants from the State of New Mexico which are to be utilized
to enhance the efficiency and effectiveness of law e jforcement protection.

s Municipal Street Fund (Spectal Revenue Funf 24A-1 to 7-24A-21)—This fund
accounts for gas tax and road cut ordinance i

City’s streets.
» Capital Projects Fund (Capital Projects F is fid.accounts for state capital outlay
¢ Debt Service Fund (Debt Service ' cgounts for funds required to pay off
the City’s loans,

As a general rule, the effect o 3 Eetivi n eliminated from the government-wide
financial statements. ;

Amounts reported as progrii : 1) charges to customers or applicants for goods,
services, or privileges provide grants and contributions, and 3) capital grants and
contributions, including sp ents, Internally dedicated resources are reported as
general revenues rather than revenues. Likewise, general revenues include all taxes,

When both restricted and unrestricted resources are available for use, it is the City’s policy to use
restricted resources first, then unrestricted resources—committed, assigned, and unassigned—in
this order as needed.

Cash and Cash Equivalents
Cash and cash equivalents include amounts in demand deposits, certificates of deposit and

investments with a maturity date within three months of the date acquired by the City.

Capital Assets

Capital assets, which include property, plant, equipment, and improvements, are reported in the
government-wide financial statements. The City defines capital assets as assets with an initial,
individual cost of more than $5,000 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. Donated
capital assets are recorded at estimated fair market value at the date of donation. Infrastructure,
consisting of roads, bridges, curbs and gutters, streets and sidewalks, drainage systems and
lighting systems, are recorded at historical cost.
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For depreciation purposes, the City has identified the following classes of assets and estimated
useful lives. The straight-line method is used for depreciation.

Estimated
Categories Useful Lives
Buildings and building improvements 40 years
Utility systems 33 years
Infrastructure 30 years
Machinery and equipment 5-10 years
Computer (hardware and software) 15 years
Furniture and fixtures 15 years
Vehicles 5-10 years
Library books 5 years

Receivables
Accounts receivable at June 30, 2018, consist of rec

wrantors and various taxes and
other receivables. -

Compensated Absences
Compensated absences are accrued in the statemg
vacation was $7,370. '

. As of June 30, 2018 accrued

The maximum number of acerued annu ¢
any new calendar year is 100 — 160 houg iy employee’s years of service.

Upon termination, separatio SR : vee shall be paid all paid time off at the pay
rate last held.

ected to be liquidated with expendable available
iture and a fund liability of the governmental fund
P, an accrual for compensated absences is reflected

Vested or accumulated vac
financial resources is repo
that will pay it. In accordan
in the accompanying financial 1t
liability in the basie financial statements.

Long-term Obligations

The long-term obligations are reported in the government-wide financial statements as long-term
debt if it is due in more than one year. In the fund level financial statements, long-term debt is
recognized as a liability of a governmental fund when due. For other long-term obligations, only
that portion expected to be financed from expendable available financial resources is reported as
a fund liability of a governmental fund.

Fund Balance

In the fund financial statements, governmental funds report aggregate amounts for five
classifications of fund balances based on the constraints imposed on the use of these resources.
The nonspendable fund balance includes amounts that cannot be spent because they are either
(a) not in spendable form such as prepaid items or inventories; or {b) are legally or contractually
required to be maintained intact.
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The spendable portion of fund balance comprises the remaining four classifications: restricted,
committed, assigned, and unassigned:

¢ Restricted Fund Balance
This classification reflects the constraints imposed on resources either (a) externally by
creditors, grantors, contributors, or laws or regulations of other governments; or (b)
imposed by law through constitutional provisions or enabling legislation.

* Committed Fund Balance
These amounts can only be used for specific purposes pursuant to constraints imposed by
formal resolutions or ordinances of the City Council — the government’s highest level of
decision making authority. Those committed amounts cannot be used for any other
purpose unless the City Council removes the spectfied use restriction by taking the same
type of action imposing the commitment. This classification also includes contractual
obligations to the extent that existing resourcespin the fund have been specifically
committed for use in satisfying those contract ket

s Assigned Fund Balance

This classification reflects the amounts constraj
specific purposes but are neither restricted @t
authority to assign amounts to be used f

include all remaining amounts (exgg nces) that are reported in

at arefiot classified as nonspendable

* Unassigned Fund Ba]
This fund balance ist i agsificationdoFihe general fund. It is also used to report

inistration (DFA) requires that 1/12 of the 2018
be restricted as subsequent-year expenditures to
ollows this requirement in order to minimize any
to programs and operations and for unforeseen
contingencies. The City has restrictetl $83,010 for minimum fund balance at June 30, 2018.

The New Mexico Departmet
budgeted expenditures in

Net Position .

Net position represents the difference between assets, deferred outflows, liabilities, and deferred
inflows. Net investment in capital assets consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balances of any borrowing used for the acquisition,
construction or improvements of those assets, and adding back unspent proceeds. Net position is
reported as restricted when there are limitations imposed on their use either through the enabling
legistation adopted by the City or through external restrictions imposed by creditors or
regulations of other governments. When both restricted and unrestricted net position is available
for expenses, unrestricted funds are applied first.

Use of Estimates

In preparing financial statements in conformity with generally accepted accounting principles in
the United States of America, management makes estimates and assumptions that affect the
reported amounts of assets, deferred outflows, liabilities, deferred inflows and disclosures of
contingent assets and liabilities at the date of the financial statements, as well as the reported
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amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position and/or the balance sheet for governmental
funds will sometimes report a separate section for deferred outflows of resources. This separate
financial statement element, Deferred Outflows of Resources, represents a consumption of net
position/fund balance that applies to a future period and so will not be recognized as an expense
or expenditure until then. The City has no deferred outflows of resources during fiscal year.

In addition to liabilities, the statement of net position and/or the balance sheet for the
governmental funds will sometimes report a separate section for deferred inflows of resources.
This separate financial statement element, deferred inflows of resources, represents an
acquisition of net position/fund balance that applied to a future period and so will not be
recognized until then. The City has the following deferred,inflows of resources during the fiscal
year 2018 on the fund financials: $14,365 related to prgpe wrevenue that was not available
to the District in 60 days after year end. ;

Budgets and Budgetary Accounting
The City follows these procedures in establishing th

statements:

flected in the financial

perating budget for the fiscal
de proposed expenditures and the

1. Prior to June 1, the City Governing Bodizado
year commencing July 1. The operat
means of finanecing them based
through passage of a i

2) The City Finance Officergg Lto transfer budgeted amounts between departments
within any fund; howeygF isien@that alter the total expenditures of any funds must
be approved by the (J SWaMexico Department of Finance, Division of Local

Governments, The

mployed as a management control device during the year
for the general fund and special revenue funds.

4) Encumbrances are not reported in the budgets or financial statements.

5) Thelevel of classifications detail in which expenditures or expenses may not legally exceed
appropriations for each budget in fund total, which may include budgeted cash, and
investments as reserves. Appropriations usually lapse at year-end unless intended for
multi-year use.

6) The City adopts budgets for each individual fund.

7) DFA render their final budget approval no later than September 1 of the budget vear in
question.

8) During the course of the fiscal year, the City prepares monthly budget reports. Under New
Mexico State law, each year's budget appropriation legally lapses at year-end.
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9) Budgetary Compliance — Budgetary control is required to be maintained at the individual
fund level.

10) Actual fund revenues may be either over or under the budgeted amounts; however, the
variance is required to be reasonable, particularly in the case of over-budgeted revenues.
Major over-budgeted revenues require a budget amendment as soon as the extent of the
shortage is reasonably ascertainable.

11) Budget Amendments — Budget increases and decreases can only be accomplished by
Council resolution, followed by DFA approval. Similarly, budget transfers must follow the
same procedure.

12) Budgetary Basts — State law prescribes that the City’s budget be prepared on the basis of
cash receipts and cash expenditures. Therefore, budgetary comparisons shown in exhibits
are prepared on a cash basis to compare actual regenues and expenditures with a cash
basis budget as amended.

Changes in Fund Balance —

13) The accompanying Statements of Revenue, EXj
somparisons of the legally

:lping data on a budgetary basis
tancialstatements in conformity with
hited States of America (GAAP) a
fnd timing differences in the excess
,_ afi¢ial resources for the year ended June
etween egavon-GAAP budgetary basis amounts and
AP basis by fund can be found on each individual

differ significantly from those used
accounting principles generally acc
reconciliation of resultant basis,g
{deficiency) of revenu
30, is presented. Ref
the financial statement
budgetary statement.

2) Evaluation of Subseq
Subsequent events are events s that occur after the statement of net position date
but before the financial state ed, The City recognizes in the financial statements the
effects of all subsequent events tHatEprovide additional evidence about conditions that existed at
the date of the statement of net position, including the estimates inherent in the process of
preparing the financial statements. The City’s financial statements do not recognize subsequent
events that provide evidence about conditions that did not exist at the date of the statement of net
position but arose after the statement of net position date and before financial statements are
available to be issued. The City has evaluated subsequent events through December 13, 2018,

which is the date the financial statements were available to be issued.

THIS SPACE INTENTIONALLY LEFT BLANK
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3) Cash and Cash Equivalents and Investments

The City invests its funds in accordance with state statutes which require that financial
institutions pledge collateral consisting of approved federal or state securities whose market value
is equal to at Jeast 50% of the deposits in excess of FDIC insurance coverage. In accordance with
state statutes, the City may have deposits only in financial institutions, federal direct obligations,

or the New Mexico State Treasurer’s Local Government Investment Pool.

My Bank

General
Reserve

Fire Department
Payroll

NMFA

Total cash in banks

Plus:
Petty cash

Total cash and cash equivalents per

Type

Checking
Checking

Checking
Checking

Debt service
reserves

CITY OF RIO COMMUNITIES
Notes to Financial Statements
For the Year Ended June 30, 2018

THIS SPACE INTENTIONALLY LEFT BLANK
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Per Bank Deposits Outstanding Per Books
6/30/2017 In Transit Checks 6/30/2017
2,425,480 301 (8,239) 2,417,542
80,010 - - 80,010
387,639 - (5,193) 382,446
180 - 100
{13,432) 2,880,008

- 224

(13,432} 2,880,322

76

$ 2,880,398
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Pledged Collateral
My Bank NMFA

Deposits $ 2,893,229 254
Less FDIC Coverage (250,000) N/A
Total uninsured public funds 2,643,229 -
Collateral pledged:
My Bank

RUIDOSO 8D #3-A-BLD, 4.00% 08/01/28 CUSIP 781338LCo 341,054 -

SANTA ROSA SDB8NM, 2z.00%05/15/19 CUSIP 802751DR5 85,103

S KNOX SCH BLDG CQI, 4.00% 07 /15/30 CUSIP 838603BA5 110,342

STAFFORD SD-B-REF T, 4.00% 08/15/ 29 CUSIP 852519.JK 835,800 -
Pledged collateral held by the pledging bank's trust

department or agent, not in the City’s name 1,372,290 -

Collateral requirement

(50% of uninsured funds) ,321,615 -
Pledged collateral 1,372,299 N
Over {under) collateralized 50,684 -

Investments
As of June 30, 2018, the City had no i

5) Receivables
Receivables as of June 30, 20
aggregate, including the app)

Wiron-
Muni-
Gross cipal Capital
General Receipts Fire Streets Projects Total
Receivables:

Gross receipts taxes $ 80,286 2,306 - - - 82,592
Property taxes 3,593 - - - - 3,593
Franchise taxes 15,408 _ . _ _ 15,408
State shared - _ _ 3,743 - 3,743
Fines and fees - - - - - -
Gross receivables 99,287 2,306 - 3,743 - 105,336

Less: Allowance for
uncollectibles - . - - - -
Total receivables, net $ 99,287 2,206 - 3,749 - 105,336
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The receivables of the general, non-major, debt service, and ecapital project funds are composed
primarily of earned taxes and federal and state revenues or reimbursements. These receivables
are primarily from governmental agencies and an allowance for doubtful accounts is maintained
only for those receivables deemed to be uncollectible.

6) Capital Assets

Primary government capital asset activity for the year ended June 30, 2018 is as follows:

Adjust-
2017 Additions Deletions ments 2018
Capital assets not being
depreciated:
Land $ 137,500 " - 137,500
Construction in progress - -
Total capital assets not being
depreciated 137,500 137,500
Capital assets being
depreciated:
Buildings and building
improvements 1,377,469 1,442,649
Equipment and machinery 213,41 - 242,757
Vehicles - 421,313
Infrastructure - 6,427,070
Total capital assets being
depreciated - 8,533,789
Less accumulated
depreciation for
Buildings and building B
improvements {(111,828) (57,386) - (169,214)
Equipment and machinery (35,860) (26,206) - (62,066)
Vehicles (72,693) (64,319} - (137,012)
Infrastructure (623,774) (311,887} - (935,661}
Total accumulated
depreciation (844,155) {459,798) - (1,303,953)
Total capital assets being
depreciated, net 7,495,777 (175,941) - 7,229,836
Capital assets, net $ 7,543,277 (175,941) - 7,367,336
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Depreciation expense for the year ended June 30, 2018 was charged to the following functions:

Governmental Activities:

General government $ 57,386
Public safety 90,525
Public works 311,887

Total 8 459,798

7) Interfund Receivables, Payables and Transfers

The outstanding balances between funds results mainly from the time lags between the dates the
(1) interfund goods and services are provided or reimbursable expenditures occur, (2)
transactions are recorded in the accounting system, and (3) payments between funds are made.
There were no interfund receivables and payables at June 30, 2018.

Transfers and payments within the reporting e
subsidizing operating functions. All transfers made df
were consistent with the general characteristics of th
details the net interfund transfers made by the City d

ere considered routine and
e following schedule

Transfers
Out
General Fund 1,500,061
Correctionsf&nd -
Fire Protecti® : 58,287
Municipal Stred{Hy 375,000 _
Capital Proj 675,000 -
Debt Serv 55:554 -
Total $ 1,559,248 1,559,248
8) Long-term Debt
Long-term debt activity for the year ended June 30, 2018 was as follows:
Amount
Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Notes payable $ 261,488 - (49,513) 211,975 51,585
Compensated absences 6,407 8,177 (7,214) 7,370 7,370
Total $ 267,895 8,177 (56,727) 210,345 58,955

During the fiscal year ended June 30, 2018, the City entered into a loan agreement with the New
Mexico Finance Authority in the amount of $261,488 to finance emergency vehicles. The term of
the loan in five years and carries a 1.660% - 2.000% variable interest rate.

Payments on the loan begin May 1, 2018. The outstanding principal balance at June 30, 2018 was

$211,975.
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STATE OF NEW MEXICO
CITY OF RIO COMMUNITIES
Notes to Financial Statements

For the Year Ended June 30, 2018

Minimum principal payments are as follows:

Fiscal Year Total Debt
Ending June 30, Principal Interest Service
2019 $ 51,585 3,068 55,553
2020 52,488 3,005 55,553
2021 53,438 2,115 55,553
2022 54,464 1,089 55,553
2023 - - -
Total $ 211,975 10,237 222,212

The interest expense for the year ended June 30, 2018 was $6,700.

Debt service payments for the NMFA loan and compe; @abgohces will be liquidated form the
general fund. '

9) Retirement Plans
The City pays its employees seven percent (7%) added
Currently the City is not enrolled in PERA.

10) Risk Management

During the year ended Jung phtered into several contracts for construction of
' giehts. Below is a summary list of the improvements.

Amount
Expended % of
Project Conftract Type Contract Price  6/30/2018 Completion
City Hall Improvements Construction $ 50,200 - 0%
City Hall Improvements Construction 12,500 - 0%
Fire Supression Hood  Professional Service 28,000 - 0%

12) Deficit Fund Balance
The City had a deficit fund balance in its Debt Service Fund of $437. Management intends to
transfer sufficient funds from General Fund to cover any deficits.
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3 HINKLE + LANDERS |y wmeyommy

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

Mr. Wayne Johnson,

New Mexico State Auditor
Mark Gwinn, Mayor,

City Council of the

City of Rioc Communities

merally accepted in the United
dits contained in Government
&, United States, the financial

We have audited, in accordance with the auditing sta
States of America and the standards applicable to
Auditing Standards issued by the Compfroller G
statements of the governmental activities, each major

the year ended June 30, 2018, and the related notes ¢ i . ents, which collectively
' d our report thereon dated
December 13, 2018.

Internal Control Over Financial Re

urpose ol expressing our opinions on the financial

are appropriate in the circumsf
ing an opinion on the effectiveness of the City’s

statements, but not for the pus
internal control. Accordin i
internal control.

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

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or, significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. We did not identify any deficiencies in internal
control that we consider a material weakness.
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December 13, 2018 | INDEPENDENT AUDITOR’S 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, continued

Compliance and Qther Matiers

As part of obtaining reasonable assurance about whether the City’s financial statements are free
from 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 ohjective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed an instance of
noncompliance or other matters that are required to be reported under Government Auditing
Standards and which is described in the accompanying schedule of findings and responses as item
2018-001.

'Rio Communities, New Mexico
thin the audit of the financial

statements and, accordingly, we express no opinion or

Purpose of This Report

The purpose of this report is solely to describe gl ulatesting of internal control and
compliance and the results of that testing, angfiot to j Mgbinion on the effectiveness of
the entity’s internal control or on compliance. #ihi ‘ o integral part of an audit performed
in accordance with Government Auditi [1¢'in cofitidering the entity’s internal control

and compliance. Accordingly, thi icatiors ifiitable for any other purpose.

Hinkle + Landers, P.C.
Albuquerque, NM
December 13, 2018
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STATE OF NEW MEXICO
CITY OF R10 COMMUNITIES
SCHEDULE OF FINDINGS AND RESPONSES
For the Year Ended June 30, 2018

Status of
Prior /
Current
Year Type of
Reference # Finding B Findings TFinding*
PRIORYEAR,
2017-001 Lack of Controls Over Financial Reporting Corrected A
2017-002 Budget Controls Corrected D
CURRENT YEAR
2018-001 Timely Deposits Current D

* Legend for Ty pe of Findings
Material Weakness in Internal Control Ov,
Significant Deficiency in Internai Copfino
Other Matters Involving Internal
Non-compliance with State Audit

L Financial Reporting

mancial Reporting

nancial Reporting

tutes Annotated 1978 and

Yowp

2018-001—TIMELY BANK DEPOSITS
I'ype of Finding: D

Statement of Condition
During our test of cash receipts, t

1. The City’s cash receipts wer: \ into a banking institution in a timely manner.
Out of 25 randomly selected samyf Vi v §pvere deposited untimely as follows:

- Cash receipts received Oc% leposited November 6
- Cash receipts received Jan wiete deposited January 25
- Cash receipts received January#as¥ere deposited February 14
- Cash receipts received March 5 were deposited March 19
- Cash receipts received March 20 were deposited April 11
- Cash receipts received April 30 were deposited May 23
- Cash receipts received May 10 were deposited May 23
- Cashreceipts received June 18 were deposited June 20

Criteria

The New Mexico Public Money Act requires that public money be deposited in a timely manner normally
the next business day after receipt of the money. The City’s policy if to deposit cash receipts nt later than
the next business day.

Effect
Timely deposits ensure controls over the safekeeping of the City’s deposits are being followed.

Cause
The City is not depositing money in a timely manner.
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STATE OF NEW MEXICO
CITY OF RIO COMMUNITIES
SCHEDULE OF FINDINGS AND RESPONSES
For the Year Ended June 30, 2018

Recommendation
We recommended that the City its controls over cash deposits to ensure monies are deposited by the

close of the next business day.

View of Responsible Officials

Corrective Action Plan Timeline:

Designation of Employee Position Responsible for Meeting Deadline:
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STATE OF NEW MEXICO
CITY OF R10 COMMUNITIES
Exit Conference
For the Year Ended June 30, 2018

PREPARATION OF FINANCIAL STATEMENTS
The financial statements of the City as of June 30, 2018, were substantially prepared by Hinkle +
Landers, PC; however, the financial statements are the responsibility of management.

EXIT CONFERENCE
The contents of the report for City of Rio Communities were discussed on December 13, 2018. The
following individuals were in attendance.

City of Rio Communities Officials

Mark Gwinn Mayor
Celina Benavidez Treasurer

Hinkle + Landers, PC
Farley Vener, CPA, CFE, CGMA
Steve Nolan, CPA

President
Audit Manager

38




