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TOPICS/ISSUES

• Audit Reports

• Budgeting

• Quarterly Reports

• Other Topics/Issues
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Audit Reports
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Audit Reports cont.

Try to get a copy of the DRAFT audit report prior to 
the Exit Conference. Review and dispute any errors.
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Audit Reports cont.

Verify information for reasonableness
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Audit Reports cont.

Get Governmental Entity type correct
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Audit Reports cont.

Municipalities and disposal of property
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Audit Reports cont.

Municipalities NOT required to report to OSA
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Audit Reports cont.

Progress on correcting audit findings.  Also, can 
have impact on EO-6 Audit Reviews.
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Audit Reports cont.
FY2013 Audit Report FY2015 Audit Report
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Audit Reports cont.

DON’T EVER RESPOND TO AN AUDIT FINDING 
LIKE THIS!

This was the response to all 32 audit findings.  
This response all but guarantees a Fiscal Agent 
recommendation for any grant applications.
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Audit Reports cont.
Other Common Items Found in Audit Report

• Incorrect names on 
Roster Page

• Incorrect use of 
Calendar/Fiscal year

• Citing Assets/Liabilities 
or Banks that don’t exist

• Incorrect statements 
regarding existence of 
Policies and Procedures

• Citing Schedules or 
Exhibits that don’t exist

• Citing incorrect 
Schedule or Exhibit 
numbers or page #s

• References to 
nonexistent benefits 
such as PERA or NMRHC

• Inaccurate attendance 
list at Exit Conference
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Audit Reports cont.
Transfers In and Transfers Out

• Make sure they net to 
Zero (0)

• Try to avoid having 
Transfers In and Transfers 
Out within the same 
funds
– GF to WF
– WF to GF

• Know your auditors
position regarding 
budgeted Transfers Out.

– Do they combine Transfers 
Out with all other 
expenses

OR

– Do they treat Transfers Out 
as an independent expense 
category.
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Audit Reports cont.

• One last comment about audits…
• If you maintain your financial records by:

– Manual Ledgers
– Excel Spreadsheet
– QuickBooks Software

Please state this fact in your RFP or when soliciting 
quotes.  Many auditors will not audit these types of 
records.
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Audit Reports cont.

Anything else regarding Audits, or Audit Reports,  
you would like to address?
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Budgeting
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Budgeting

10 FINANCIAL HEALTH RED FLAGS
1. Uncashed Checks  (We’ll see example later)
2. Failure to withhold payroll taxes (or pay 

those previously withheld)
3. No procedures to verify cash in bank with 

cash on Balance Sheet or reported to LGD
4. No procedures to verify that vendors exist
5. Vendors with lots of outstanding payments
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Budgeting cont.

10 FINANCIAL HEALTH RED FLAGS cont.

6. Vendor Checks hand delivered vs. mailed 
7. Paychecks sent to retired, terminated, or  

deceased employees  (Salaried)
8. Individual departments maintain their own 

checking accounts
9. Financial audit identifies material weaknesses 

on internal controls
10.Staff not trained on new financial systems or 

policies
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Budgeting cont.

7 Policies/Practices that Promote Financial Health
1. Policy on “Rainy Day” Fund or Bank Account
2. Policy on Targeting Ending Fund/Cash Balance
3. Policy on use of “One-Time” Revenue Sources
4. Policy on Long-Term Financial Plan (Master Plan)
5. Policy on Inter-Fund Transfers
6. Policy/Procedures on Indirect Cost Allocations
7. Policy on Capital Investment vs. Operation Costs
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Budgeting cont.

Budgeting Gimmicks
• Rosy Revenue Estimates (Inflate)
• Rosy Expense Estimates (Deflate)
• One-Shot Revenues (Asset Sales)
• Smoke and Mirrors (Fund Transfers)
• Shift & Shaft (Hide expense in other places)
• Wishful Thinking (Just guess & hope for best)
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Budgeting cont.

Budget Monitoring
• Enter approved budget into finance software
• At least monthly, weekly if necessary, monitor 

actual revenues/expenditures vs. budget
• Expense budgets are based on “expected 

revenues”.  If revenues don’t materialize, cut 
back on expenses.
– March 31 – 25% of Revenue Received vs 80% Expended

• Use DFA Quarterly Report as a LAST RESORT
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Budgeting cont.

Budget Monitoring cont.

• Monthly financial update to Governing Body

• Present the DFA Quarterly Report to 
Governing Body even if by consent agenda

• Use of Budget Divisions: Payroll, Operating 
and Capital.  Switching between them.

http://nmdfa.state.nm.us/Default.aspx


Budgeting cont.

Budgeting DOs and DON’Ts
• Never Budget Recurring costs – i.e. full time

employees from non-recurring revenues
• Periodically review need for programs, 

projects, and departments  (furloughs/layoffs)
• Try to minimize the number of funds used
• DON’T artificially inflate revenues or deflate 

expenses
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Budgeting cont.

• BARs: LOCAL BARs SHOULD BE APPROVED BY 
GOVERNING BODY

• BARs: Year-end vs. Quarterly vs. Periodically
• Verify the Governing Body “approved” budget is 

the same budget sent to DFA/LGD for approval
• Verify the DFA/LGD “approved” budget is the 

same budget entered in your financial software
• Transfers between General Fund and Enterprise 

Funds (either way) is legal but not desirable
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Budgeting cont.

• GRT Enactments – Be sure to send to Tax and 
Revenue

• Budgets are monetary plans, communication 
tools, public policy, and legally binding contracts

• Verify new/retired debt obligations and adjust 
debt service payment budget accordingly

• Don’t write a budget and give it to Department 
Managers – make them write a budget and give it 
to YOU!

http://nmdfa.state.nm.us/Default.aspx


Budgeting cont.

• If unionized, review union contract(s) for any 
wage/benefit changes

• Minimum Wage Increases-SB437-2019 Session  
60% Increase between 2019 and 2023

– $7.50 December 31, 2019
– $9.00 January 1, 2020 to December 31, 2020
– $10.50 January 1, 2021 to December 31, 2021
– $11.50 January 1, 2022 to December 31, 2022
– $12.00 January 1, 2023 to ?
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Budgeting cont.

• Minimum Wage Increases cont.

– Not just for your lowest paid employees.  Those above 
minimum wage will also want increases to keep par.

– Who remembers the 41% increase between 2007 & 2009

• When completing Supplemental Budget Schedules, be 
sure they agree to budgeted amounts.
– Property Taxes
– GRT Revenue Checklist
– Debt Service Payments
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Budgeting cont.

Anything else regarding Budgets, or the 
Budgeting Process, you would like to address?
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Quarterly 
Reports
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Quarterly Report
June 30 vs. July 1 Cash Balance

OTHER IMPORTANT ISSUE FROM Issue I Worked on

Cash Balances as of July 1, 2017

Per County Reported

DFA # Balance Sheets to DFA Difference

Grand Total 4,461,680.32 8,287,174.00 (3,825,493.68)
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Quarterly Report cont.
MUNICIPAL QUARTERLY REPORT ADJUSTMENT SCHEDULE - September 30, 2017

FUND TOTAL Adjustment 
AMOUNT Detailed adjustment Explanation

GENERAL FUND - Operating (GF) (169,182) (169,113) Correct 7/1/2017 Beginning Cash Balance - $236,241 Actual vs. $405,354 Reported

(68) Change in CD Value-6/30/17 $23,756.57 vs. 9/30/17 $23,824.68

(1) Rounding

CORRECTION 71,561 71,561 Correct 7/1/2017 Beginning Cash Balance - $128,972 Actual vs. $57,411 Reported

EMS (8,220) (5,959) Correct 7/1/2017 Beginning Cash Balance - $142,267 Actual vs. $148,226 Reported

(2,262) Change in NMFA Account Value-6/30/17 $1,529.59 vs. 9/30/17 $3,791.53

1 Rounding

FIRE PROTECTION FUND 1,741 3,140 Correct 7/1/2017 Beginning Cash Balance - $101,650 Actual vs. $98,510 Reported

(1,399) Change in NMFA Account  Value-6/30/17 $142.86  vs. 9/30/17 $1,541.65

LEPF 47,302 27,187 Correct 7/1/2017 Beginning Cash Balance - $27,187 Actual vs. $-0- Reported

(16,868) Change in NMFA DS Account  Value-6/30/17 $49.13  vs. 9/30/17 $16,917.47

36,984 Change in NMFA Prog. Account  Value-6/30/17 $38,363.83  vs. 9/30/17 $1,380.13

(1) Rounding

LODGERS' TAX (1,718) (1,718) Correct 7/1/2017 Beginning Cash Balance - $12,680 Actual vs. $14,398 Reported

RECREATION (627) (627) Correct 7/1/2017 Beginning Cash Balance - $-0- Actual vs. $627 Reported

INTERGOVERNMENTAL GRANTS
SENIOR CITIZEN
DWI PROGRAM
OTHER 4,312 (40) Correct 7/1/2017 Beginning Cash Balance - $-0- Actual vs. $40 Reported

4,352 Reclass Muni. Court Escrow from Trust to Other

Water Fund 70,389 70,927 Correct 7/1/2017 Beginning Cash Balance - $80,807 Actual vs. $9,880 Reported

(21) Change in CD Value-6/30/17 $9,743.72 vs. 9/30/17 $9,764.98

(517) Change in Accounts Receivable 6/30/17  $17,617.14 vs.  9/30/17 $18,134.05

Solid Waste (8,939) (9,657) Correct 7/1/2017 Beginning Cash Balance - $1,530 Actual vs. $11,187 Reported

718 Change in Accounts Receivable 6/30/17  $15,699.62  vs.  9/30/17 $14,981.21

Waste Water (99,330) (100,394) Correct 7/1/2017 Beginning Cash Balance - $1,372 Actual vs. $101,766 Reported

1,064 Change in Accounts Receivable 6/30/17  $7,833.02  vs.  9/30/17 $6,769.36

Cemetery 214 214 Correct 7/1/2017 Beginning Cash Balance - $16,572 Actual vs. $16,358 Reported

TRUST AND AGENCY FUNDS (29,215) 1,307 Correct 7/1/2017 Beginning Cash Balance - $31,501 Actual vs. $30,194 Reported - Fund 705

(29) Change in CD Value-6/30/17 $13,115.31 vs. 9/30/17 $13,144.10

(25,842) Correct 7/1/2017 Beginning Cash Balance - $4,352 Actual vs. $30,194 Reported - Fund 798

(300) Change in Bond Deposits Held for Others 6/30/17 $300.00 vs. 9/30/17 $0.00

(4,352) Reclass Muni. Court Escrow from Trust to Other

1 Rounding

This amount won't change during FY2017-2018

(121,712) (121,712)
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Quarterly Report cont.
Municipal QUARTERLY REPORT ADJUSTMENT SCHEDULE - September 30, 2017

FUND
TOTAL 

Adjustment 
AMOUNT

Detailed 
adjustment Explanation

GENERAL FUND - Operating (GF) (162,752) 653 Increase in Total Liabilities - 6/30 ($14,471.00) vs 9/30 $ (13,817.76)

(159,078) Increase in investments - 6/30 $ 344,657.29  vs. 9/30 $  503,735.30

1,385 Decrease in Assets-due from water

(4,962) Decrease in Liabilities-due to general from water

(750) Decrease in Liabilities-due to general youth council

MUNICIPAL STREET (10,477) (10,477) Decrease in total liabilities 09/30 $ (10,477.25)

SENIOR CITIZEN 2 2 Rounding Difference

OTHER 3,000 2,250 Decrease in Wells Fargo Bank Account

750 Decrease in Assets-due from general fund

CAPITAL PROJECT FUNDS 282,448 (48) increase to cash held NMFA -DS  6/30 $ 45,012.00 vs. 9/30 $ 45,059.38

(747) increase to cash held NMFA -DS 6/30 $ 360,831.00 vs. 9/30 $361,577.60

125,256 decrease to cash held NMFA -DS 6/30 $ 4,768,719.57 vs. 9/30 $ 4,643,463.54

205,653 Increase in liabilities 09/30 - $ 205,652.86

(47,666) Unknown Decrease in Fund Balance between 6/30/2017 and 9/30/2017-Fund 31

(4,135) (8,096) Increase in Non-Cash Assets - 6/30  $285,038.00 vs. 09/30 $ 276,941.76

4,962 Decrease in Assets-due from General

(1,385) Decrease in Fund Equity (Liability)-due to General

385 Net Increase in Water Meter Deposits

(1) Rounding Difference

Solid Waste (1,932) (1,932) Increase in Non-Cash Total Assets - 6/30 $ 309,190.52 vs. 9/30 $ 311,122.21

Waste Water (1,854) (1,854) Increase in Non-Cash Total Assets - 6/30 $ 108,021.00 vs. 09/30 $ 109,874.88

104,300 104,300 
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Quarterly Report cont.
June 30, 2017

September 30, 2017
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Quarterly Report cont.

FUND

TOTAL 
Adjustment 

AMOUNT
Detailed 

adjustment Explanation

GENERAL FUND - Operating (GF) (42,215) (194) Increase in Total Savings and Investments - 6/30/17 $470,759.62 vs. 9/30/2017 $470,953.93
(2,815) Increase in Total Other Current Assets - 6/30/17 $(0) vs. 9/30/2017 $2,814.85
(2,377) Increase in Total Fixed Assets - 6/30/17 $14,236,682.26 vs 9/30/2017 $14,239,059.22
(6,898) Decrease in Total Liabilities - 6/30/17 $157,953.58 vs. 9/30/2017 $151,055.48

(29,929) Unknown Change in 6/30/2017 Ending cash balance by fee CPA
(2) Rounding Difference

These amounts won't change during FY2017-2018
(42,215) (42,215)

Municipal QUARTERLY REPORT ADJUSTMENT SCHEDULE - September 30, 2017
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Quarterly Report cont.

On July 20, The Cash Balance was $863,740.43
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Quarterly Report cont.

On Oct 17, The Cash Balance was $833,811.43
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Quarterly Report cont.
MUNICIPAL QUARTERLY REPORT ADJUSTMENT SCHEDULE - June 30, 2017

FUND TOTAL Adjustment 
AMOUNT Detailed adjustment Explanation

GENERAL FUND - Operating (GF) 6,737 9,235 Correct 7/1/2016 Beginning Cash Balance - $216,812.64 Actual vs. $207,578 Reported

(7,453) Reclass Investment Cash from Beginning Cash Balance to Investments

(10) YTD Interest Income on CD

(3) YTD Interest Income on NMFA Bank Account

(352) Cash Transfer from General Fund to NMFA Investment Account

1,362 Debt Service Payments Paid From NMFA Bank Account

(281) Change in Petty Cash - 6/30/2016 $90.00 vs. 6/30/2017 $370.51

3,680 Change in Total Accounts Receivable - 6/30/2016  $5,711.05 vs. 6/30/2017  $2,031.15

(1,733) Change in Total Other Current Assets - 6/30/2016  $56.80 vs. 6/30/2017  $1,790.18

11,340 Change in Accounts Payable - 6/30/2016  $0.00 vs. 6/30/2017  $11,340.00

0 Transfer $34,939.00 from Garnishment Liability to Opening Balance Equity - Net Impact $0.00

0 Transfer $21.99 from Direct Deposit Liability to Opening Balance Equity - Net Impact $0.00

5,760 Change in Total Liabilities (net of DD & Garnish) - 6/30/2016  $207,287.35 vs. 6/30/2017  $213,047.63

(9,823) Unable to Locate the Source of this Transfer between Water and General Fund - Oct to Dec 2016

(2,743) Unable to Locate the Source of this Transfer between Water and General Fund - Jan to Mar 2017

(2,242) Unable to Locate the Source of this Transfer between Water and General Fund - Apr to Jun 2017

FIRE PROTECTION FUND (77) 50 Correct 7/1/2016 Beginning Cash Balance - $53,642.98 Actual vs. $53,593 Reported

(51) Reclass Investment Cash from Beginning Cash Balance to Investments

(25,833) FY2017 Fire Protection Fund Distribution Intercepted by NMFA for Debt Service Payment

(75) YTD Interest Income for NMFA Bank Account

25,833 Debt Service Payments Paid From NMFA Bank Account

(1) Rounding

OTHER (13,404) (13,404) Correct 7/1/2016 Beginning Cash Balance - $0.00 Actual vs. $13,404 Reported

CAPITAL PROJECT FUNDS 195 195 Correct 7/1/2016 Beginning Cash Balance - $196.00 Actual vs. $1 Reported

Water Fund 20,332 (3,195) Correct 7/1/2016 Beginning Cash Balance - $52,033.47 Actual vs. $55,228 Reported

(1,164) Reclass Investment Cash from Beginning Cash Balance to Investments (Solid Waste)

(1) YTD Interest Income on Water Reserve Bank Account

9,883 Cash Transfer from Waste Water Fund to Water Fund to Cover Cash Deficit

9,823 Unable to Locate the Source of this Transfer between Water and General Fund - Oct to Dec 2016

2,743 Unable to Locate the Source of this Transfer between Water and General Fund - Jan to Mar 2017

2,242 Unable to Locate the Source of this Transfer between Water and General Fund - Apr to Jun 2017

1 Rounding

Waste Water (9,883) (9,883) Cash Transfer from Waste Water Fund to Water Fund to Cover Cash Deficit

This amount won't change during FY2016-2017 - Corrections to Beginning Cash Balances

This amount won't change during FY2016-2017 - Corrections to Classification of Investment Cash

3,900 3,900 

http://nmdfa.state.nm.us/Default.aspx


Quarterly Reports cont.

Anything else regarding Quarterly Reports you 
would like to address?
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Other 
Topics/Issues
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Other Topics/Issues

EMS Fund Act Distributions
• DOH has right of reversion just like DFA has on 

LEPF funding – so spend it!
• Don’t recommend combining EMS Fund Act 

distributions with Ambulance Operations
• Leave EMS Fund Act in Fund 206
• Put Ambulance Operations either in Fund 299 or in 

Fund 505 Ambulance Enterprise Fund
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Other Topics/Issues cont.

Bank Reconciliations
• Complete monthly, not just to complete DFA’s 

Quarterly Report
• Put a “Void After” date on all checks

– NM Statute 6-10-57 Cancellation of Warrants (1 year)
• If a lot of ACH debits or credits, couple of times a 

week print bank activity and record the activity 
immediately instead of once a month

• Just don’t “do” a bank reconciliation, actually 
review it for reasonableness (Next 3 slides)
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Other Topics/Issues cont.

Bank Reconciliations cont.          Actual July 2017
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Other Topics/Issues cont.

Bank Reconciliations cont.          Actual July 2017

List goes on for another 23 checks to Jan 2017
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Other Topics/Issues cont.

Bank Reconciliations cont.          Actual July 2017
• Total outstanding “stale” checks $598,779
• Finally…
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Other Topics/Issues cont.

Chief Procurement Officer (CPO) Designations
• Have at least 1, preferably 2 (vacations, turnover)

• Be sure primary is registered with State 
Purchasing Office http://www.generalservices.state.nm.us/statepurchasing/

• Audit Finding for failure to have CPO

http://nmdfa.state.nm.us/Default.aspx
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Other Topics/Issues cont.

Election Years
• Elected Officials - Wages can now be changed
• Budget – Proportionate share must be 

available for newly elected officials
– Counties -

• 6-6-7. [Limitation on county expenditures during year official's term expires; 
exceptions.]
• It shall be unlawful for the board of county commissioners, the county clerk or any 
other county official authorized to make purchases to disburse, expend or obligate any 
sum in excess of fifty per centum of the approved budget for the fiscal year during which 
the terms of office of any such official will expire…

• January 1st  50%
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Other Topics/Issues cont.

– Municipalities –

• 6-6-9. [Limitation on municipal expenditures during 
year officials' terms expire.]
• It shall be unlawful for the governing board or council of 
any city, town or village in the state of New Mexico to 
disburse, expend or contract for the expenditure of more 
than the proportionate share of the fiscal year budget during 
any fiscal year in which the terms of office of such officials 
will expire, as the number of months such officials are in 
office bears to the entire fiscal year.

• 67-71%  depending when the election is held in March
• 50% if the election is held in November
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Other Topics/Issues cont.

• Not required to pay Federal Unemployment 
(940) taxes.  Refer to IRS Publications.
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Other Topics/Issues cont.

• Monitor Utility Accounts Receivable

• Refer to the OSA’s Risk Advisory: Municipal 
Utilities (July 26, 2016) for more information

• Increased Delinquency of Utility Billing Accounts Receivable 
o As of close of business yesterday, July 20, 2015: 

 $195,227 of $222,517 (87.7%) is greater than 51 days past due.  This is 
up from 74% when I was here in May 2015. 

 228 accounts are greater than 51 days past due out of 798 total 
accounts in the system, 28.57%. 

 4 accounts have balances greater than $10,000  $52,317 
 6 accounts have balances >$5,000 but <$10,000  $54,954 
 29 accounts have balances >$1,000 but <$5,000  $65,514 
 A total of 39 accounts (4.89%) owe a total of $172,786 to the Village, 

88.5% of the total delinquent balance 
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Other Topics/Issues cont.

Governmental Gross Receipts Tax (GGRT)

• Section 7-9-4.3 NMSA 1978 establishes the governmental gross receipts 
tax and sets the rate at 5%. (Per Tax & Rev FYI-240)
– Refuse collection or disposal or both -- Receipts from performing refuse 

collection or disposal are governmental gross receipts regardless of how or for 
whom they are performed

– Sewage services -- Receipts from supplying sewage services are governmental 
gross receipts regardless of how or for whom they are performed

– Sale of water by a utility owned or operated by a county, municipality or other 
political subdivision of the state

• Caution: government sales of gas or electricity or sales of cable television 
systems are subject to “regular” gross receipts tax at the rate in effect at 
the location of the meter or receiver (Section 7-9-13 NMSA 1978).
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Other Topics/Issues cont.

Balance Sheets
Municipality Averages 3 Employees
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Other Topics/Issues cont.
Balance Sheets cont.

Municipality Averages 6 to 10 Employees 
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Other Topics/Issues cont.
Balance Sheets cont.

Cash Balances Municipality Averages 4 Employees
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Other Topics/Issues cont.

Dealing with the Media
The Media is not our enemy and not our friend!

They have a job to do just like us.

• Avoid if possible.  Pass to manager or Governing Body – 
Mayor, Commissioner, Council if possible.

• Try to avoid “No Comment” – They will still write the 
story and you will look bad.

• Always answer truthfully to the best of your 
knowledge.  Don’t add detail and don’t withhold detail.  
You never know what will be published.

• Answer only what is asked of you.  DON’T READ into 
the question.  You may not have all the facts.
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Other Topics/Issues cont.

Any other Topics/Issues you would like to 
address?
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Contact Information

Michael P. Steininger

DFA/Local Government Division

Michael.Steininger@dfa.nm.gov
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