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1. Introduction

On behalf of the City of Las Cruces (CLC), Daniel B. Stephens & Associates, Inc. (DBS&A) has
prepared this Preliminary Engineering Report (PER) in accordance with guidance in Rural
Utilities Service (RUS) Bulletin 1780-2, Preliminary Engineering Report - Water Facilities. This
PER evaluates various technologies to remediate tetrachloroethylene (PCE) contamination
found in CLC groundwater in the vicinity of supply wells CLC 18 and CLC 27 using a modified
pump-and-treat strategy (Figure 1).

The PCE in the regional aquifer was initially detected in 1993, and subsequently, the impacted
area was included on the National Priorities List (NPL) by the U.S. Environmental Protection
Agency (EPA) as the Griggs and Walnut Ground Water Plume Superfund Site. In general, the
site is delineated by the 5-microgram per liter (ug/L) contour of PCE in groundwater as shown
on Figure 2. Both the remedial investigation (RI), which determined the nature and extent of
contamination, and the feasibility study (FS), which evaluated remedial alternatives, were
performed by CH2M HILL (2006b, 2006¢c). The FS includes a detailed cost evaluation of a
number of remedial alternatives that were developed for the site in accordance with EPA
guidance. Based on this evaluation, a remedial alternative was identified that met the EPA’s
criteria for implementation, including compliance with the Applicable Relevant and Appropriate

Requirements (ARARs) and overall cost-effectiveness.

The findings and conclusions of previous evaluations of remediation alternatives provide the
starting point for this PER. Specifically, the EPA Record of Decision (ROD), dated June 2007,

reviewed the following alternatives:

e No action
o Groundwater extraction and blending
¢ Groundwater extraction and treating

o In-well air stripping
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In developing these alternatives, EPA and CH2M HILL worked closely with the CLC and Dofia
Ana County (DAC), jointly acting as the Joint Superfund Project (JSP), to use to the extent
possible existing wells and infrastructure as key elements within the remedy. Based on
protection of human health, costs, and time to reach remediation goals, a modified groundwater
extraction and treatment remedy was selected. Alternative groundwater treatment technologies
that could be used in the PCE remedy were evaluated by DBS&A, as described in this PER.

Groundwater flow and solute transport modeling performed as part of the RI indicated that two
existing CLC supply wells (CLC wells 18 and 27) would be sufficient to act as extraction wells
for the groundwater pump and treat system (JSAI, 2009). The JSP recognizes that these wells
were not designed as extraction wells and may require modification and/or later replacement
prior to completion of the remedy. This PER presents DBS&A'’s evaluation of remedial system
alternatives and proposals for a specific course of action to treat the groundwater from the wells
to below the maximum contaminant level (MCL) for PCE and pump it to the Upper Griggs

Reservoir, where it would be blended prior to distribution into the public water supply.

In addition to the FS (CH2M HILL, 2006c), this PER relies on information included in the
Technical Memorandum: Uranium and PCE Treatment - Phase 1 Evaluation of Treatment
Technologies (CH2M HILL, 2006a) and the Technical Memorandum: PCE Treatment - Phase Il
Conceptual Design (CH2M HILL, 2007). Although this PER focuses on PCE, throughout the
CLC’s monitoring of its water supply, naturally occurring uranium has been detected in several
wells at concentrations exceeding the MCL. These wells are not currently being used as part of
the water supply and uranium has never been detected in either of the proposed wells or within
the footprint of the contaminant plume. Nonetheless, as a precaution the JSP has decided to
leave space within the PCE treatment facility to provide treatment for uranium in the event that

uranium is detected in the future.

Whereas the primary intent of the PER is to quantify the cost benefit associated with the
construction of additional facilities (typically a well or pipeline), the scope of this PER is to detail
the costs associated with compliance with a Unilateral Administrative Order prepared by the
EPA and agreed to by the JSP to address groundwater contamination within the CLC.
Expenditure of these monies is not anticipated to result in increased capacity of the system, but

rather to reduce financial liabilities associated with the contaminant plume.
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2. Project Planning Area

The project area is located in south-central New Mexico in the City of Las Cruces, within Dofia
Ana County (Figure 1). The area impacted by the distribution of the treated water coincides with
the groundwater contamination plume. The area that will be directly impacted by construction of
this project is located on or near East Griggs Avenue in Las Cruces (Figure 3). The project
includes pumping contaminated groundwater from existing wells CLC 18 and CLC 27, treating
the water to remove the PCE at a small facility built for that purpose, and piping the treated
groundwater into the drinking water distribution system. Because of the amount of available
space, the treatment plant for the impacted groundwater will be located at supply well CLC 18
(Section 5), which is located immediately to the north of the Dofia Ana County Transportation
Department (DACTD) maintenance facility. The project area also extends about 600 feet
northeast of the DACTD maintenance facility to the location of CLC-27. The project area is

shown on Figure 3.

For planning purposes, the populations considered in this project include the population within
the plume boundary and within the City and County, because the treated water from this project
will be supplied to the CLC drinking water system and the tax base charged for the cost of this
project include both the City and Dofia Ana County. These populations and growth trends are

discussed in Section 2.3.

Facilities to be included within the project include conveyance piping from wells CLC 18 and
CLC 27 to the treatment plant north of the maintenance yard, the treatment building itself, and a
pipeline that will tie into an existing pipeline to convey the treated water to the Griggs Reservoir.

The locations of these facilities are shown on Figure 4.

2.1 Location

The physical area impacted by this PER includes the location of wells CLC 18 and CLC 27, the
existing DACTD maintenance facility (west of the intersection of East Griggs Avenue and

Walnut Street), and the Upper Griggs Reservoir. These components, along with surrounding

areas, are shown in Figure 4. Property boundaries for the CLC properties and adjacent
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residential, commercial, and industrial areas are also shown on this figure. CLC water, sewer,
and gas lines are shown on Figure 5. Figure 2 shows the approximate area of PCE impact to

groundwater in 2007.

CLC 18 is located northwest of the intersection of East Griggs Avenue and North Walnut Street,
between East Griggs and Hadley Avenue (on the north side of the DACTD maintenance facility).
CLC 27 is located near the southeast corner of the East Griggs Avenue and North Walnut Street
intersection. The Upper Griggs Reservoir is located at the intersection of East Griggs Avenue
and North Triviz Drive. The total length of the planning area is approximately 3,400 feet from

CLC 18 to the Upper Griggs Reservoir.

2.2 Environmental Resources Present

A separate Environmental Information Document has been prepared for the Las Cruces PCE

Treatment project by Marron and Associates, Inc. Key environmental resources issues include:

e Farmland, rangeland, and forestland: The project area is located in a developed urban
area in Las Cruces. Land uses in the project area are a mixture of urban land uses,
including commercial, office, residential, industrial, and institutional (maintenance yard,
water storage tank site). No farmland, rangeland, or forest land exists within the project

area.

o Floodplains and wetlands: The project area is shown on two Federal Emergency
Management Agency Flood Insurance Rate Maps, both dated April 9, 2007:
35013C1084G and 35013C1103G. On these floodplain maps, the project area is shown
as being outside the 0.2 percent annual chance floodplain. No arroyos, streams, or

wetlands are present within the project area.
e Cultural resources: A cultural resource survey report will be prepared and provided to

the City of Las Cruces for submittal to the New Mexico State Historic Preservation
Officer.
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e Threatened and endangered species: To identify potentially occurring threatened,
endangered, sensitive, or special-status species in the project area, species lists
maintained by the U.S. Fish and Wildlife Service and the New Mexico Department of
Game and Fish were consulted in conjunction with an assessment of the actual site
conditions. It was determined that the existing habitat in the project area is highly
disturbed and not suitable for any threatened or endangered species. No riparian
habitat is present within or adjacent to the project area, and no designated critical habitat
is located in the project area. The biological survey for the proposed project was
completed with a finding of “no effect” to threatened or endangered species or other

biological resources.

e Archaeological, cultural, and historic resources: A Class lll pedestrian cultural resource
survey was conducted in November 2009, and the Archaeological Management System
records were examined to identify known cultural resources in the area. No previously
recorded or newly discovered cultural resource sites were discerned within the project
area. Most of the surveyed space is severely disturbed urban right-of-way or municipal
yard. The area has been built up within the last 30 years, and none of the adjacent
buildings within 100 feet of the area of potential effect are historic. The Dona Ana
County pauper’s cemetery is located near the project area, outside the right-of-way, at
the northwest corner of the intersection of Griggs and the unnamed street that extends
north to the municipal yard. The proposed polyvinyl chloride (PVC) pipeline would be
located on the opposite side of the pavement from the cemetery, and no impact is
anticipated. Nonetheless, the cultural resource survey report recommends, subject to
review and concurrence of the New Mexico Finance Authority and the State Historic
Preservation Officer, that an archaeological monitor be present during excavation along

the unnamed road in case unmarked graves are present within the project area.
2.3 Growth Areas and Population Trends
The 2000 census recorded a population of 74,267 for the CLC and a population of 174,682 for

Dofia Ana County. The QuickFacts census data from the U.S. Census website

(http://quickfacts.census.gov/gfd/index.html) estimates the 2006 population for the City as
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86,268 and the 2008 population for the County as 201,603. These populations reflect growth
rates from April 1, 2000 to July 1, 2006 of 16.2 percent for the CLC and 15.4% for the County.

For planning purposes the CLC has chosen the high-growth population projection from the four
population projections presented in the City of Las Cruces 40-Year Water Development Plan
(JSAI, 2008a). Using this projection, the estimated populations for the City and County through
2030 are presented in Table 1.

Table 1. Population Projections for the
City of Las Cruces and Dofia Ana County

Year City of Las Cruces Dona Aia County
2010 98,154 205,387
2015 116,576 209,242
2020 138,456 213,169
2025 164,442 217,170
2030 195,306 221,253

The current resident population for the project area was calculated assuming that the project
area is coincident with the groundwater contaminant plume (Figure 2) and multiplying the
number of houses in the area times the per capita household for the CLC of 2.46 (U.S. Census
Bureau, 2010). This yielded a population of 686 for the project area. The planned water
treatment design capacity of this facility is 0.72 million gallons per day (mgd). The planned
water production of this facility is 0.43 mgd, which would provide water to support a population
of approximately 2,000, assuming an average CLC daily per capita demand of 216 gallons per
day (gpd) (CDM, 2008).

The zoning within the project area includes single and multi-dwelling residential, commercial,
and industrial areas. The project building site is currently zoned M-2, Standard Industrial. Both

the site and nearby properties are not expected to be rezoned in the near future.
Although this project puts water into the CLC distribution system, it is designed solely to
remediate groundwater contamination and is not intended to support new users or increase the

capacity of the CLC water distribution system. The project is designed to operate within current
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water distribution system operation strategies; that is, when the Upper Griggs Reservoir volume
falls below a specified value, the wells supporting the tank turn on and fill the tank. This project
will continuously feed the tank, not to contribute additional flow to the system but rather to
reduce the frequency with which other pumps in the system operate. Therefore, this project is
not designed to respond to changes in population within the city, nor are new customers being
served by the project.
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3. Existing Facilities

3.1 Location Map

The existing facilities are shown in Figure 4 and consist of groundwater supply wells CLC 18
and CLC 27 (CLC 19 is also shown on the figure but is not a part of this project), 1,400 feet of
12-inch asbestos-cement (AC) water line, 2,000 feet of 24-inch AC water line, and a 3-million-
gallon reservoir. The figure also shows approximately 1,500 feet of new 8-inch polyvinyl
chloride (PVC) water line that will be used to transfer water from well CLC 27 to the treatment

compound. There are no current treatment facilities.
3.2 History

In 1993, PCE was detected in CLC 21 and 27 (Figure 1) during routine sampling performed by
the New Mexico Environment Department (NMED). In 2000, PCE was first detected in CLC 24
at slightly less than 1 pg/L. The site was added to EPA’s National Priorities List (NPL) of
Superfund sites on June 14, 2001. At the time of listing, four CLC wells (CLC 18, 19, 21, and
27) were known to be impacted by PCE contamination at concentrations above the MCL of
5ug/L. The CLC and DAC signed a memorandum of understanding and formed the JSP in
response to the EPA’s Request to Fund (U.S. EPA, 2005). The RI and FS were performed by
CH2M HILL under contract to the EPA (CH2M HILL, 2006b, 2006c¢).

Several investigations have been performed by the EPA’s consultant between 2003 and 2006.
Potential sources of PCE were investigated originally through the performance of shallow soil
gas investigations as well as the installation of 10 groundwater monitoring wells (GWMW-01
through GWMW-10) that were constructed to collect samples from six discrete intervals in each
well. These results were all summarized in the report titled Identification of PCE Release Areas
in the Vicinity of the Griggs and Walnut Ground Water Plume, Las Cruces, New Mexico (CH2M
HILL, 2003). Later work, including additional groundwater sampling and the installation of
5 additional multiport wells (GWMW-11 through GWMW-15), was summarized in the final RI
report (CH2M HILL, 2006b). Table 2, reproduced from the ROD (U.S. EPA, 2007), summarizes

all investigations performed at the Site to date.
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By the time the RI report was finalized in 2005, groundwater samples had been collected from
all of the groundwater monitoring wells at least twice. While these Rl-related sampling activities
were ongoing, the CLC was collecting and analyzing water samples from its city wells on a
monthly basis. Figure 6, which presents time-series plots for PCE in supply wells CLC 18 and
CLC 27, indicates a high level of variability of the measured PCE concentrations. Table 3
summarizes the PCE concentrations detected in supply wells CLC 18 and CLC 27; additional

water quality results are included in Appendix A.

Table 3. Summary of PCE Concentrations in
Supply Wells CLC 18 and CLC 27

PCE Concentration (pg/L)

Statistic Well CLC 18 Well CLC 27
Maximum 50.2 7.8
Minimum 14.0 3.8
Average 32.2 5.2

Source: Summarized from Table A-2, Technical Memorandum, June 2006

As part of the ongoing negotiations between the JSP and EPA, it was agreed that the
groundwater modeling for the site would be performed by JSAI, owing to their experience
performing all water supply modeling for the CLC. The groundwater model prepared by JSAI
was included as an appendix to the RI (CH2M HILL, 2006b).

Throughout the development of the Rl and the subsequent FS, the JSP continued to raise the
point to the EPA that the ultimate remedy for the site would likely not require extracting
groundwater from the entire saturated thickness of the aquifer and that cleanup could be
effected more expeditiously and economically by treating groundwater that was extracted from a
smaller portion of the aquifer. EPA was receptive to this interpretation, but was unable to

reconcile the FS with a lower pumping rate.

The Proposed Plan (U.S. EPA, 2006) and the ROD, issued by EPA on June 14, 2007 (U.S.
EPA, 2007), set forth the selected remedy for the site, which involves actions to address
contaminated groundwater and be protective of human health and the environment. Although

the FS based its cost on an assumed pumping of the entire aquifer at a rate of approximately
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1,050 gallons per minute (gpm) (essentially the design capacity for the two extraction wells,
CLC 18 and 27), the ROD (U.S. EPA, 2007) stated that:

Under this Selected Remedy, CLC municipal supply wells Nos. 18 and 27 will maximize their
pumping capacity and flow rates, while remaining within their current design capacity. The
ground water model was used to help determine the best way to optimize extraction of
contaminated water and obtain plume containment. Targeted pumping will be used to extract
ground water from CLC wells and will be modified most likely, by screening across the vertical

layers of the aquifer that have the highest contaminant concentration.

Based on additional groundwater modeling performed by JSAI, an extraction rate of between
250 and 300 gpm was determined to be optimal (JSAI, 2009).

3.3 Condition of Facilities

The major existing system components and their construction properties to be used with the

treatment system are presented in Table 4.

Table 4. Selected Facility Construction Properties

Component Date Installed Size Length Condition
Well CLC 18 September 1951 16-inch NA Moderate to heavy
encrustation, partially
collapsed
Well CLC 27 March 1971 14-inch NA Perforated interval too

deep for plume capture,
casing in poor condition

Upper Griggs Reservoir | June 1962 3 million gallon NA Serviceable
AC distribution line November 1961 12-inch 1,400 Serviceable
AC transmission line November 1985 24-inch 2,400 Serviceable
NA = Not applicable AC = Asbestos-cement

The existing reservoir and water lines shown in Figure 4 are in serviceable condition and are
expected to remain serviceable for the near future. Relevant declarations and applications for
CLC 18 and 27 are included in Appendix B. CLC 18 has moderate to heavy encrustations on
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the casing and perforations, and at 545 feet below ground surface (bgs), the casing has
collapsed and filled with sediment. The well casing in CLC 27 is in poor condition and is not
screened over the ideal interval to optimize the extraction of contaminated groundwater (JSAI,
2009).

3.4 Financial Status of Any Existing Facilities

RUS guidance details the manner in which the financial value of a project is calculated. For the
Griggs-Walnut project, the financial value that a project provides is calculated differently.
Execution of this project is required under a Unilateral Administrative Order requiring that
cleanup be performed by the JSP to ensure that drinking water being provided to the residents
does not contain PCE above MCLs. Details of the CLC’s financial status are provided in the
City of Las Cruces Comprehensive Annual Financial Report (CAFR), dated June 30, 2009, a
copy of which is provided in Appendix C. Note 10 (page 89) within the CAFR specifically
addresses the CLC’s plan to cover their obligation regarding the remediation, which is listed in
the note as $6,890,106.

The information required by RUS Bulletin 1780-2 regarding the financial status of existing
facilities is summarized in Table 5 and provided in Appendix C. Because DAC is a cost sharing
partner, the 2009 DAC Financial Statements and Supplementary Information is also included in
Appendix C. However, DAC is excluded from Table 5 as they do not operate the water

distribution system.

Table 5. RUS Required Information

RUS Bulletin 1780-2 Required Information Location of Information in Appendix C
Current rate schedules CLC Utilities Department Rates Summary
Annual operation and maintenance costs CLC CAFR (p. 255)

Other capital improvement projects CLC CAFR Notes 4 (pp. 67-71) and 16 (p. 97)

Tabulation of users by monthly usage category CLC CAFR Note 7 (p. 83)
for the most recent fiscal year

Status of existing debt and required reserve CLC CAFR Note 7 (pp. 75-85)
amounts
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4. Need for Project

4.1 Health, Sanitation, and Security

The project is crucial to the overall protection of the CLC drinking water supply from impacts
associated with exposure to PCE. EPA summarized the risks associated with exposure to PCE
in its Proposed Plan (U.S. EPA, 2006):

PCE is a chlorinated solvent that is often associated with dry cleaners or metal degreasing
activities. If PCE is released to soil, it will evaporate into the atmosphere, but at higher
concentrations, it will leach into the ground water. Human exposure to PCE can occur through
inhalation of contaminated air and through ingestion of contaminated drinking water. When
concentrations in air are high, such as in closed, poorly ventilated areas, single exposures can
cause dizziness, headache, sleepiness, confusion, nausea, difficulty in speaking and walking,
unconsciousness, or death. Skin and eye irritation can result from direct contact with PCE.
Repeated or extended skin exposure can cause chemical burns. Ingestion of PCE at high
concentrations generally causes symptoms similar to those from inhalation, but could lead to
more severe nausea and vomiting reactions. Prolonged exposure to PCE can damage the

central nervous system, cardiovascular and reproductive systems.

Because of the presence of PCE in water supply wells CLC 18, 19, 21, and 27, these wells have
essentially been disconnected from the CLC water supply. This removal, in conjunction with the
removal of other wells as a result of background concentrations of naturally occurring metals,
has resulted in a decrease in the overall water supply, necessitating that the City change its
groundwater pumping strategy to accommodate any shortfalls. Accordingly, the CLC and DAC,
through the JSP, have developed a plan for a remedy that addresses the contaminated

groundwater and is protective of human health and the environment.
4.2 System Operation and Maintenance
This treatment system will be maintained by the City of Las Cruces Utilities Department as part

of the drinking water supply system. The technical capability and required certification (NMED

Drinking Water Bureau WS4) for system operation and maintenance (O&M) exists within the
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department, and it is anticipated that this facility will be maintained by a CLC employee. The
O&M will consist of general upkeep and maintenance for the two extraction wells, maintenance
of the treatment building and grounds, operation of the treatment train, and monitoring water
quality for compliance with the MCL of 5 ug/L. Water sampling will require a certified water

sample technician 2 (WST2), which the CLC employs.

4.3 Growth

The possibility of future expansion will be included in the design to accommodate future
increases in groundwater pumping and to allow space for optional uranium removal. Analysis to
date has determined that a pumping rate of 200 to 300 gallons per minute (gpm) will
hydraulically contain the PCE plume; however, the current system will be sized to accommodate
a total hydraulic flow of 500 gpm to allow for an increased treatment flow rate in the future, if

determined to be necessary.
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5. Alternatives Considered

As stated in Section 3.2, although the cost estimating used in preparing the FS (CH2M HILL
2006¢) assumed a pumping rate of 1,050 gpm, the EPA recognized in the ROD (U.S. EPA,
2007) that the JSP intended to perform focused pumping in order to minimize treatment
volumes while optimizing cleanup times. Based on solute transport modeling and
hydrogeological analysis (JSAI, 2006, 2008b, 2009), the current sites of supply wells CLC 18
and CLC 27 are appropriate locations for extraction wells. Furthermore an extraction rate on
the order of 250 gpm is appropriate (JSAI, 2009). This is consistent with the selected remedy
set forth in the Proposed Plan (U.S. EPA, 2006) and the ROD (U.S. EPA, 2007).

The solute transport modeling performed for the Site used MODFLOW and related packages,
including River and Drain, General Head Boundary, Well, and Recharge (JSAI, 2006), and was,
in effect a telescoping down of a regional model for the site that was also prepared by JSAI.
The solute transport model has been updated several times since the FS, as more data became
available and as hydraulic gradients decreased as a result of other city wells being taken out of

service. The most recent technical memorandum on the model (JSAI, 2009) stated:

Model-simulated pumping from City Wells 18 and 27, at 100 to 150 gallons per minutes (gpm)
each, results in PCE plume capture and containment. Model results indicate clean up will be

achieved within20 years by pumping a total of 200 to 300 gpm.

Although the extraction scenario (i.e., which wells would be pumped) was set in the EPA ROD
and Proposed Plan (U.S. EPA, 2007, 2006), the final treatment alternative was not determined.

The possible treatment alternatives to be considered are:

e Alternative 1: Groundwater treatment at each wellhead
e Alternative 2: Groundwater treatment of both wells at one wellhead

e Alternative 3: Groundwater treatment of both wells at a centralized location

Each of the alternatives includes pumping the treated water into the potable distribution system,

where it is blended with uncontaminated groundwater at the existing Upper Griggs Reservoir.
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All alternatives will require the construction of new facilities, as there are no existing facilities in

the area for treatment of the groundwater for PCE removal.

Existing well CLC 27 is located within a parking lot with insufficient space to construct either a
single wellhead treatment facility (Alternative 1) or a larger facility where water from both
facilities could be treated (Alternative 2) (Figure 3). Implementation of Alternative 3 would
require the acquisition of new property in the vicinity of both the wells and reservoir. DAC owns
sufficient property to implement Alternative 2 at the CLC 18 well location. Additionally,
application of Alterative 2 at this location will result in the smallest amount of conveyance piping
being required and will thus be the most cost-effective (especially when considering that no
additional property will need to be purchased). Given these project constraints, the CLC 18

location is the most viable project location.
The following treatment process alternatives were evaluated for PCE removal at CLC 18:

e Air stripping
e Liquid-phase granular activated carbon (GAC) adsorption

¢ Advanced oxidation process (AOP)
The common components for each alternative technology include:

o New treatment facility at CLC 18
o New 8-inch pipeline from CLC 27 to the CLC 18 treatment facility

e Connection to the distribution system from the CLC 18 treatment facility

The technologies evaluated, along with the necessary facilities, are described in Sections 5.1
through 5.3.

5.1 Air Stripping

Air stripping has been used successfully in many applications to remove a volatile organic

compound (VOC), such as PCE, from groundwater. The process operates by partitioning the
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VOC from liquid to vapor phases through mass transfer processes governed by diffusion, and
the efficiency of the process is greatly increased by increasing the surface area of the source
water that is exposed to air. As codified in the Comprehensive Environmental Response,
Compensation, and Liability Act (CERCLA 121(e) [42 USC 9621(e)]), an air permit will not be
required, though the substantive requirements regarding emission rates must be met. Because
of the low concentrations of PCE expected in the influent to be treated, these standards are

unlikely to be exceeded, and though included in the cost estimate, carbon polishing is unlikely.

The Henry's Law constant for each VOC, a measure of the extent to which a compound will
transfer from a liquid phase to a vapor phase, is used to evaluate whether air stripping will be
effective. A higher Henry’s Law constant indicates that a compound will more readily transfer to
a vapor phase rather than remain in water. Generally, organic compounds with Henry’s Law
constants greater than 0.01 (unitless) are considered amenable to air stripping. Henry’s
constants generally vary by source and, for PCE at a temperature of 18°C (assumed
groundwater temperature), range between 0.49 and 0.52 (unitless) (U.S. EPA, 2009a),

indicating that PCE is a candidate for removal by air stripping.

A concern with most air stripping methods is fouling. Fouling can decrease the performance
and efficiency of the air stripping process and can occur when metals are oxidized or scale is
produced from hardness. When metals (e.g., iron and manganese) are oxidized, particulates
can form that plug the process flow. This typically becomes a concern when iron and

manganese concentrations exceed 30 milligrams per liter (mg/L).

Water quality data from May 2009 (Appendix A; Terracon, 2009) indicate that iron
concentrations were highest in CLC 18 (0.4 mg/L) and below the laboratory detection limit in
CLC 27. Manganese was highest in CLC 27 (0.037 mg/L) and below the laboratory detection
limit in CLC 18 (Appendix A). Therefore, fouling of the process from metals oxidation is not

expected to be a significant problem.

When hardness elements (e.g., calcium, magnesium, and other salts) precipitate out of solution,

the scale products can obstruct the passage of air through the process. If this type of fouling
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occurs, pretreatment methods can be used to minimize scale buildup. Available pretreatment

methods include:

e Precipitate hardness elements out of solution and remove them prior to air stripping.

o Add an acid to suppress the pH prior to air stripping to prevent hardness elements from

precipitating out of solution.

o Add sequestering agents prior to air stripping to prevent hardness elements from

precipitating out of solution.

An alternative to using pretreatment methods to minimize scale buildup is to periodically clean
the air stripper. However, some air stripping processes, such as low-profile air strippers with
removable trays, are more easily cleaned than others. If post-treatment of the PCE is required
after air stripping, a vapor-phase GAC adsorption system can be implemented to mitigate the

potential for releasing PCE gas into the atmosphere.

Packed tower aeration (PTA) and low-profile tray aeration methods of air stripping were

evaluated for PCE removal in this application and are discussed in Sections 5.1.1 and 5.1.2.

5.1.1 Packed Tower Aeration

PTA is listed as a best available technology (BAT) for PCE removal by the U.S. EPA (2009b).
PTA operates by spraying source water through a spray nozzle located at the top of a tower that
contains a specially designed packing material. As the water descends through the packing, air
is forced up through the column, stripping off the volatile compounds. The packing within the
tower breaks up the water droplets and increases the surface area of the source water that is
exposed to air. The increased surface area increases the efficiency of contaminant mass (PCE)
transfer by diffusion from the liquid phase to the vapor phase. A sump at the bottom of the

tower collects the treated water. Figure 7 illustrates the PTA process.
The packing material of a PTA system can be difficult to clean if fouling occurs from oxidized

metals or scaling. The packing is cleaned by pumping an acidic solution through the tower to

wash the media. The spent acid solution must be handled and disposed of as a hazardous
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waste. If excessive fouling occurs, the packing may need to be removed manually and cleaned
or replaced with new material. The towers of a PTA process, which generally range in diameter
from 3 to 13 feet and in height from 10 to 40 feet, make this alternative more visible to the public
than other air stripping methods, such as low-profile tray aeration. The excessive tower size

would limit the viability of this treatment alternative if negative public feedback is received.

Relative to other more advanced air stripping treatment methods, such as low-profile tray
aeration, PTA operates under the same principles, would require more resource-intensive
installation and O&M, and could be an unattractive option to the public. Therefore, PTA was not
considered for additional evaluation or compared with other viable treatment processes with

respect to cost.

5.1.2 Low-Profile Tray Aeration

Low-profile tray aeration is a treatment process that is also effective at removing PCE from
groundwater, potentially achieving removal rates in excess of 99 percent. Low-profile tray
aeration operates by forcing counter-current air through horizontally extended trays to transfer
VOCs, such as PCE, from the water to the air. Contaminated water is sprayed into an inlet
chamber through a coarse mist spray nozzle at the top of the low-profile air stripping unit. The
water flows over a distribution weir and horizontally along each tray at the same time that clean
air is blown up through holes in each tray from the bottom of the unit. The air and water mixture
forms a froth of bubbles, which increases surface area contact between the liquid and vapor
phases, resulting in an increase in mass transfer of VOCs by diffusion. Figure 8 depicts the

low-profile tray aeration process.

The stripped vapors flow out the top of the unit for discharge to the atmosphere or collection and
additional treatment, depending on the air emission concentrations and local air permit
requirements. The water flows down through the holes in the trays, where it is collected in a
pump and pumped to a storage tank prior to conveyance to the distribution system. A certain
contact or residence time is required to volatilize the VOC and varies according to the
contaminant concentrations as well as process flow rates. Residence times are increased by
either adding additional trays over which the contaminated water is run or increasing the size of

the unit.
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The trays of a tray aeration system are removable for cleaning if fouling occurs. The trays can
be cleaned using a washing wand, pressure washer, or automated acid-wash system. Another
alternative is to have spare trays that can be exchanged for used trays that require cleaning.
The fouled trays can be cleaned by operations staff as time permits without extended system

down times.

The tray aeration process has some advantages over other types of air strippers such as PTA,

including:

¢ It has a lower profile than PTA.

e The process is simple and requires less maintenance.
e Packing is not required as in PTA.

¢ Noisy high-pressure blowers are not required.

e Fouling can be managed by maintaining and cleaning trays.

For these reasons, low-profile tray aeration was considered for additional evaluation and

compared with other viable treatment processes with respect to cost.

5.2 Liquid-Phase GAC Adsorption

Liquid-phase GAC adsorption is a treatment process that can effectively remove PCE from
groundwater and is listed by the U.S. EPA as a BAT for PCE removal (U.S. EPA, 2009b).
Liquid-phase GAC adsorption operates by pumping groundwater through one or more vessels
containing GAC media (Figure 9). The activated carbon attracts and adsorbs organic
molecules, such as PCE, as well as certain metal and inorganic molecules. The dissolved PCE
molecules adsorb onto the surfaces of the activated carbon due to the porosity and large
internal surface area of the media. Water is passed through the vessels relatively quickly.
When the concentration of PCE in the water exiting the vessels exceeds a certain level, the
carbon must be replaced. Spent carbon can be regenerated in place, removed and regenerated

at an off-site facility, or removed and disposed.

P:\_ES09-306\Griggs-Walnut PER.7-10\Final PER_707_TF.doc 29






Daniel B. Stephens & Associates, Inc.

Liquid-phase GAC adsorption was considered for additional evaluation and compared with other

viable treatment processes with respect to cost.

5.3 Advanced Oxidation Process

An AOP that uses ozone and hydrogen peroxide can effectively remove VOCs, including PCE,
from groundwater. However, the process is more suited to treat contaminated water sources
with recalcitrant contaminants that are difficult to remove. The AOP operates by mixing ozone
(generated on-site using ozone generators) and hydrogen peroxide together in a reaction
chamber to form hydroxyl radicals. The hydroxyl radical is a strong and short-lived oxidizing
agent. The oxidizer is injected into the source water stream at numerous locations and PCE is
oxidized. In this application, the most likely byproducts of PCE oxidation include chloride,

carbon dioxide gas, and water. Figure 10 provides a schematic of an AOP system.

Unfortunately, ozone can react with other compounds in the source water to produce unwanted
byproducts, including bromate, by reaction with natural organic matter and inorganic bromide.
Bromate is classified as a “probable human carcinogen” (U.S. EPA, 1998), and its production
from the AOP process must therefore be monitored to ensure that effluent concentrations
remain below the MCL of 10 pg/L. Bromate formation is typically controlled by the amount and
relative location of the ozone and peroxide injection in the reactor of the AOP process. Bromate
formation can also be controlled by lowering the pH of the source water or by the addition of
ammonia; however, pH depression would require additional on-site chemical usage, and some
studies do not show a significant reduction in bromate formation following ammonia addition
(MWH, 2005).

Nevertheless, an AOP is a potentially viable method for removing PCE from the groundwater

supply. For this reason, AOP was considered for additional evaluation and compared with other

viable treatment processes with respect to cost.
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6. PCE Residuals Management

Numerous federal and state regulations govern the disposal of wastes containing PCE. It is
important to understand these regulations to properly classify and dispose of PCE wastes in
order to minimize danger to public health and safety. The PCE wastes generated from this

application are likely to be one or more of the following:

¢ Contaminated air from an air stripping process, such as low-profile tray aeration
¢ Contaminated GAC from a vapor-phase GAC adsorption process

e Contaminated GAC from a liquid-phase GAC adsorption process

Concentrations of contaminants in emissions must meet various federal and state regulations,
and a solid waste containing PCE must meet federal and state solid waste and hazardous
waste disposal standards. The standards and requirements for each of these waste streams

are presented in Sections 6.1 and 6.2.
6.1 Air Emissions

Air stripping processes, such as low-profile tray aeration, remove dissolved PCE from source
water by mass transfer through diffusion processes from the liquid to the vapor phase. Air
contaminated with PCE can be discharged to the atmosphere if it meets the criteria of certain
federal and state regulations. If the contaminated air does not meet these regulations,

additional treatment, such as vapor-phase GAC adsorption, may be required.

The NMED Air Quality Bureau (AQB) is responsible for authorizing and permitting the emission
of regulated air pollutants from a source that is either newly constructed or modified. NMED
regulates air quality permits for constructed or modified sources under 20.2.72.200(A) NMAC.
This regulation requires a permit or a notice of intent for any source that emits greater than 10

pounds per hour and 10 tons per year of any regulated contaminant.
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Because the Griggs and Walnut Plume is a Superfund Site, however, a permit with the NMED
AQB is not required, although permitted emission standards must be met. In order to receive a
No Permit Required (NPR) designation, typically emissions must be below both of these
thresholds and a letter must be written to the AQB providing details of the application and
estimated pollutant production. The calculated maximum emission rates for this project of
0.013 pounds per hour and 0.05 tons per year (Appendix D) qualify the project for NPR

designation.

6.2 Vapor-Phase GAC Adsorption

If treatment of the air stream is required, vapor-phase GAC adsorption is a treatment process
that can effectively remove PCE from air after a stripping process. The process is listed by the
U.S. EPA as a BAT for PCE removal from air (U.S. EPA, 2009b). This process may be
required, either by the NMED AQB or the CLC, for post-treatment of the PCE once it is removed
from the source water. Vapor-phase GAC adsorption operates by passing contaminated air
through one or more vessels containing GAC media. The carbon activation process, generally
a thermal process, results in small porous particles with large internal surface area. Organic

molecules, such as PCE, adsorb onto the surfaces of the activated carbon.

When the concentration of PCE in the vapor exiting the vessels exceeds a pre-determined level,
the carbon must be replaced. Spent carbon can be regenerated in place, removed and

regenerated at an off-site facility, or removed and disposed.

Vapor-phase GAC adsorption does not require additional evaluation because it is the preferred
method for removing PCE from air. While either the NMED or CLC could require this additional
treatment, neither entity is anticipated to request it because the calculated emissions
(Appendix D) are an order of magnitude lower than the AQB permit standards. If at some point
during the project the emissions exceed NMED standards, GAC adsorption will need to be

incorporated.
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6.3 Solid Waste Disposal

Determination of whether the solid waste produced in this application would be classified as
hazardous waste would govern whether GAC media contaminated with PCE can be disposed of
in a municipal solid waste or hazardous waste facility. NMED establishes regulations for
hazardous waste management under 20.4.1 NMAC. This regulation adopts the U.S. EPA
regulations of 40 CFR 260 through 268. PCE is listed as a hazardous waste in 40 CFR 261;
however, the solid waste produced in this application will have both solid waste and hazardous
waste components. Therefore, it is likely that the toxicity characteristic leaching procedure
(TCLP) test, developed by the U.S. EPA, would be required to determine the toxicity
characteristic of the solid waste as defined in 40 CFR 261.24. The waste exhibits the
characteristic of toxicity if this testing procedure indicates that the solid waste has a PCE
concentration greater than 0.7 mg/L. Once the waste classification is determined, the GAC
contaminated with PCE can be disposed of at an authorized solid waste or a hazardous waste
facility. Federal and state regulations involving disposal and transportation of such waste must

be identified and followed.

Whether the CLC will own the GAC (if it is used) or work with a supplier that would provide the
unused GAC and manage the spent GAC has not been determined. A GAC supplier tests the
media prior to disposal to determine if it is a hazardous waste and also to determine if the GAC
can be reactivated for other uses. GAC suppliers do not generally reactivate media used for
drinking water treatment, due to the presence of trace amounts of contaminants, but instead
recommend replacing spent media with new GAC media. Using a GAC supplier would minimize
efforts by the City to determine waste classification and meet waste disposal and transport

regulations.
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7. Selection of a Recommended Alternative

Various treatment alternatives were evaluated to determine the viability of each technology for

removing PCE from the selected groundwater wells. The alternatives included:

o Alternative 1: Low-profile tray aeration air stripping, with or without an acid-based pre-

treatment for the source water stream
e Alternative 2: Liquid-phase GAC adsorption

e Alternative 3: Advanced oxidation process (AOP)

The evaluation was based on both monetary and non-monetary criteria and included:

Cost comparison of PCE treatment alternatives

e Ease of operation

o PCE removal efficiency and risk to potable water supply
e Sustainability of disposal method

e Implementability

For each alternative, each of the monetary and non-monetary criteria was given a rating from 1
to 4, with 4 being the best. In addition, each criterion was weighted from 1 to 5 according to its
importance relative to the other criteria, with 5 being the most important criterion to the project.

The rationale for the weighting of the criteria is provided in Table 6.
After each criterion was rated and multiplied by the weighting factor, the resulting values were

summed for each of the alternatives. The results of the evaluation are presented in Table 7;

Sections 7.1 through 7.5 discuss the details of each criterion with respect to each alternative.

P:\_ES09-306\Griggs-Walnut PER.7-10\Final PER_707_TF.doc 36



Daniel B. Stephens & Associates, Inc.

Table 6. Rationale for Criteria Weighting

Assigned
Evaluation Criterion Weight Rationale

Cost 5 Limited available resources make cost an important
factor

Ease of Operation 5 Ease of operation will require less operator time,
significantly decreasing future O&M costs

PCE removal efficiency 4 The highest removal rate is important due to the end
placement of the treated water into the drinking water
distribution system.

Sustainability of disposal method 4 The cost and environmental impact of residuals is an
important factor over the life of the treatment system.

Implementability 3 The ease of implementation is an important factor in
construction costs.

Table 7. Results of Alternatives Evaluation

Alternative 1:
Weighting Low-Profile Tray Aeration Alternative 2 | Alternative 3:
Factor With Acid Without Acid | Liquid GAC AOP
Criterion (1t05) |Rating | Score ?| Rating | Score ?| Rating | Score ? | Rating | Score ®

Cost comparison of PCE 5 2 10 4 20 4 20 3 15
treatment alternatives
Ease of operation 5 3 15 4 20 3 15 2 10
PCE removal efficiency 4 4 16 4 16 3 12 3 12
Sustainability of 4 3 12 3 12 2 8 4 16
disposal method
Implementability 3 3 9 3 9 2 6 2 6

Total score 62 77 61 59

¥ Rating times the weighting factor

7.1 Cost Comparison of PCE Treatment Alternatives (Weight 5)

The cost analysis for these alternatives is for comparison purposes only and is not intended to
reflect a true construction cost estimate. Appendix E provides a detailed cost analysis for the

various alternatives; Table 8 summarizes the findings.
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Table 8. Cost Comparison of Treatment Technology Alternatives

Comparative Costs (million $)
O&M Annual Cost
Alter- Present | Total Present of Water®
native Treatment Type Construction | Annual Worth ® Worth ($/1,000 gal)
1 Low-profile tray aeration
With Acid 5.91 0.60 8.98 14.89 3.33
Without Acid 4.75 0.40 5.98 10.73 2.40
2 Liquid-Phase GAC 5.28 0.37 5.48 10.77 2.41
3 AOP 6.38 0.44 6.63 13.01 2.91

? Present worth analysis conducted using a 2.9% interest rate and a life cycle of 20 years, in accordance with page 6 of Bulletin
1780-2 from the United States Department of Agriculture Rural Utility Service regarding Preliminary Engineering Reports for Water
Facilities.

b Annual cost of water assumes a 20-year life cycle, 85% up-time running at 500 gpm.

The electrical power requirements for each alternative were considered for this analysis and are
included in the O&M cost. Electrical power requirements are generally the highest for the AOP
technology (Alternative 3), due to ozone generation equipment required. The next highest is
aeration, due to blower requirements; the lowest electrical costs are associated with the GAC
(Alternative 2).

A total comparative present worth for each alternative was evaluated, including both capital
costs required to install each alternative and O&M costs for a period of 20 years. These costs
were then translated to a cost per 1,000 gallons for treatment. Higher rankings were assigned
to lower cost-per-gallon technologies. Based on the total comparative present worth for each
alternative (Table 8), a rating of 4 was given to Alternative 2 (liquid GAC treatment) and a rating
of 3 was given to Alternative 3 (AOP). Alternative 1, low-profile tray aeration with and without

acid-based pre-treatment, was given ratings of 2 and 4, respectively.

7.2 Ease of Operation (Weight 5)

The factors used to define the ease of operation are:

o The number of operators required to operate the system on a daily basis
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The number of operators needed to perform periodic maintenance
The frequency of periodic maintenance
The technical knowledge level required to operate the system

The number, type, and hazards of ancillary equipment or chemicals

The ratings based on these factors are as follows:

The AOP requires the highest operator technical knowledge level, and the hazards
associated with ancillary equipment and chemicals are greater; thus this alternative was

assigned a rating of 2.

Liquid GAC (Alternative 2) also requires a high operator technical knowledge level and
requires frequent periodic maintenance, including additional plumbing, pumps, and tanks

for backwash cycles; therefore, it was assigned a rating of 3.

Trays used for low-profile tray aeration (Alternative 1) can be removed, generally by a
single operator standing on the floor, and cleaned using a washing wand or pressure
washer. This technology generally requires the least periodic maintenance; however,
chemicals required for the acid-based pre-treatment require assignment of a lower
rating. Alternative 1, with and without acid-based pre-treatment, was assigned ratings of

3 and 4, respectively.

7.3 PCE Removal Efficiency and Risk to Potable Water Supply (Weight 4)

All three alternatives can theoretically remove greater than 99 percent of the VOCs from the

water; however, the highest removal rates will be accomplished with low-profile tray aeration

(Alternative 1) and the GAC treatment system (Alternative 2). These two technologies can

typically achieve concentrations below detection limits for highly volatile contaminants such as

PCE. The AOP may not achieve these lower concentrations in finished water. Low-profile tray

aeration has the lowest risk of discharging contaminated water to the potable distribution

system. Contaminant breakthrough could occur in the GAC, which would not result in an
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automatic treatment system shutdown based on controls, but could theoretically result in the
discharge of PCE in the finished water. If bromide is present in the groundwater, AOP could
discharge bromate, an oxidation byproduct. Therefore, Alternative 1, low-profile tray aeration
both with and without acid-based pre-treatment, was assigned a rating of 4; Alternatives 2 and

3, GAC and AOP respectively, were assigned a rating of 3.

7.4 Sustainability of Disposal Method (Weight 4)

The AOP technology (Alternative 3) does not result in the generation of residuals or waste
streams that will require treatment or disposal. Low-profile tray aeration, Alternative 1, may
require a GAC system to polish the air stream to remove VOCs in excess of NMED standards,
and PCE could be emitted above or below standards regardless. Based on a toxicity analysis,
the liquid GAC system, Alternative 2, will require disposal of the spent GAC to either a municipal
solid waste or hazardous waste landfill. Because no waste stream is generated, Alternative 3
(AOP) was assigned a rating of 4. Alternative 1 (low-profile tray aeration, both with and without
acid-based pre-treatment) was assigned a rating of 3, and Alternative 2 (GAC) was assigned a
rating of 2 due to the larger volume of materials requiring treatment in addition to the higher

associated costs.

7.5 Implementability (Weight 3)

This criterion considers the difficulty of construction, the amount of peripheral equipment
needed for the treatment system (pumps, controls, chemical storage, tanks, etc.), the time

needed for construction, and any special equipment required for installation.

All alternatives will require the construction/installation of a treatment building for the system,
influent and effluent equalization tanks, and transfer pumps to and from the tanks. Alternative 2,
liquid GAC treatment, will require the greatest amount of tanks and equipment to be installed
due to the width and number of GAC vessels that will likely be required. Also, the complexity of
plumbing required for backwashing or placing each vessel in and out of service will be greater
for this alternative. Low-profile tray aeration (Alternative 1) will require that two skids be

installed for redundancy and future capacity. The AOP (Alternative 3) will require only one skid,
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but will have the most complex controls and number of control points. The AOP will also require
the longest startup period to obtain the optimum removal rates through the system. The
construction time will be about the same for each of the three alternatives. Based on these
points, low-profile tray aeration (Alternative 1) will have the least amount of plumbing and
equipment and is given a rating of 3. GAC (Alternative 2) and AOP (Alternative 3) are each

given a rating of 2.
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8. Proposed Project (Recommended Alternative)

Based on the evaluations above, the recommended alternative for removing PCE from the
source water is Alternative 1, which consists of construction of a centralized, low-profile tray
aeration system at the site of existing CLC 18. Water from supply wells CLC 18 and CLC 27 will
initially be pumped to an influent equalization tank through new 8-inch PVC water lines.
Transfer pumps will process water through the low-profile tray aeration units to an effluent
equalization tank. The system will accommodate a total hydraulic flow of 500 gpm, greater than

the initial combined total flow from the two extraction supply wells of 200 to 300 gpm

A proposed treatment facility layout based on the recommended alternative (shown on
Figure 11) includes the general locations for basic required equipment, including low-profile tray
aeration units, equalization tanks, transfer pumps, chemical storage, a room for electrical
components and controls, an office and restroom, and additional space for optional metals
treatment. Additionally, disinfection of the process stream will be performed prior to conveyance
to the drinking water system, according to standard practices of the CLC Utilities Department.
Based on preliminary engineering design estimates, equipment specifications for a subset of

required equipment include:

o Two 250-gpm low-profile tray aeration units
o Two 25-horsepower (hp) blowers

o One 5-to 10-hp duplex influent pump skid
o One 25-hp duplex effluent pump skid

e Two 20,000-gallon bolted steel equalization tanks

Estimates for the total project capital and O&M costs are provided in Appendix E. None of the
equipment listed above has special power requirements. At a minimum, optional metals
treatment would require additional storage vessels, backwash water pumps and storage tanks,

and chemical storage tanks.
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9. Conclusions and Recommendations

The conclusions and recommendations of this PER are as follows:

o Low-profile tray aeration provides a proven, cost-effective, reliable, low-risk treatment
alternative, with relatively easy maintenance and low waste generation, and is the

recommended treatment technology to be employed.

e The treatment plant should be located near existing well CLC 18 because of its location
near one of the extraction wells and available space for the plant without purchasing
additional property.

e CLC 27 should be plumbed to this location with a new 8-inch pipeline.

o The treatment plant effluent should be tied in to the existing distribution system at the

site of existing well CLC 18 to convey the treated and disinfected groundwater to the

Upper Griggs Reservoir for blending and distribution to the drinking water system.
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City Government Organization Chart: FY 2008-2009
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The Rogoff Firm

CERTIFIED PUBLIC ACCOUNTANTS | BUSINESS & FINANCIAL ADVISORS

Independent Auditors’ Report

Mr. Hector H. Balderas, New Mexico State Auditor
and the Honorable Mayor and City Council Members
of the City of Las Cruces

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the discretely presented component units, each major fund and the
aggregate remaining fund information of the City of Las Cruces, New Mexico (the “City”), as of
and for the year ended June 30, 2009, which collectively comprise the City’s basic financial
statements as listed in the table of contents. We have also audited the financial statements of
each of the City’s nonmajor governmental, nonmajor enterprise, internal service and fiduciary
funds presented in the accompanying combining financial statements and the budgetary
comparison schedules as of and for the year ended June 30, 2009, as listed in the table of
contents. These financial statements and schedules are the responsibility of the City’s
management. Our responsibility is to express opinions on these financial statements and
schedules based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements and schedules are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements and schedules. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Las Cruces, New Mexico, as of June 30, 2009, and the respective
changes in financial position and cash flows, where applicable, thereof, and the general fund and
major special revenue funds budgetary comparisons where applicable, thereof, for the year then
ended in conformity with accounting principles generally accepted in the United States of
America. In addition, in our opinion, the financial statements and schedules referred to above
present fairly, in all material respects, the respective financial position of each nonmajor
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governmental, nonmajor enterprise, internal service and fiduciary fund of the City of Las Cruces,
New Mexico as of June 30, 2009, and the respective changes in financial position, cash flows,
and budgetary comparisons, where applicable, thereof, and the budgetary comparisons of each
major debt service fund and major capital projects fund for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
November 16, 2009, on our consideration of the City of Las Cruces, New Mexico’s internal
control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our
audit.

The accompanying management’s discussion and analysis is supplemental information required
by the Governmental Accounting Standards Board and is not a required part of the basic
financial statements. We have applied certain limited procedures, which consist principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion
on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements and the combining and individual
fund financial statements and respective budgetary comparisons. The accompanying information
identified in the table of contents as supplementary information is presented for purposes of
additional analysis and to meet the requirements of the State of New Mexico and is not a
required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a whole.
Other data included in this report, listed in the accompanying table of contents as the
introductory section and the statistical section, are also not required parts of the basic financial
statements and have not been subjected to the auditing procedures applied by us in the audit of
the basic financial statements and, accordingly, we express no opinion on them.

REDW vLie

November 16, 2009
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CITY OF LAS CRUCES, NEW MEXICO
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2009

Management’s Discussion and Analysis

The Management Discussion and Analysis presents an overview of the City’s financial activities
for the fiscal year ended June 30, 2009. It is intended to be read in conjunction with the Letter of
Transmittal and the City’s financial statements. In accordance with Governmental Accounting
Standards Board standards, comparisons to prior-year balances and activity are presented.

Overview of the Financial Statements

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

Government-wide Financial Statements

The government-wide financial statements consist of two statements and are designed to
provide readers with a broad overview of the City’s finances in a manner similar to a private-
sector business.

The Statement of Net Assets presents information on all of the City’s assets and liabilities, with
the difference between the two reported as net assets.

The Statement of Activities presents information showing how the government’s net assets
changed during fiscal year 2009. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result
in cash flows in future fiscal periods (e.g., uncollected taxes and earned, but unused, vacation
leave). Both of these financial statements distinguish functions of the City 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 include General
Government, Facilities, Police, Fire, Community Development, Public Services, and Public
Works. The business-type activities of the City include Gas, Water, Waste Water, Solid Waste,
Transit, and Alternative Fuels.

The government-wide financial statements include not only the City itself (known as the primary
government), but also the following legally separate component units: Public Housing Authority
(PHA), South Central Solid Waste Authority (SCSWA), and the Las Cruces Downtown Tax
Increment Development District (TIDD). PHA and SCSWA are discretely presented component
units and the financial information for these component units is reported separately from primary
government itself. The TIDD is a blended component unit of the City, whose Board is comprised
of the members of the City Council. The financial information for the TIDD is presented as a
special revenue fund in the financial information of the primary government.

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, 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 can be divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2009

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, as well as on balances of spendable
resources available at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund Balance Sheet and the governmental fund
Statement of Revenues, Expenditures, and Changes in Fund Balances provide reconciliations
to facilitate this comparison between governmental funds and governmental activities.

The City maintains one hundred twenty-one individual governmental funds, ten of which
combine into the General Fund. Information is presented separately in the Governmental Funds
Balance Sheet and in the Governmental Funds Statement of Revenues, Expenditures, and
Changes in Fund Balances for the funds that comprise the General Fund, which is considered
to be a major fund. Three other governmental funds, Sonoma Ranch, the 2005 Gross Receipts
Tax-City Hall, and the Las Cruces Convention Center fund are also reported as major funds.
The remaining one hundred eight governmental funds combined into a single, aggregated
presentation. Individual fund data for each of these non-major governmental funds is provided in
the form of combining statements in the supplementary information section of this report.

The City adopts an annual appropriated budget for its general, special revenue, debt service
and capital projects funds. A budgetary comparison schedule has been provided for these funds
to demonstrate budgetary compliance.

Proprietary Funds

The City maintains two different types of proprietary funds. Enterprise funds are used to report
the same functions presented as business-type activities in the government-wide financial
statements. The City uses enterprise funds to account for the fiscal activities relating to Gas,
Water, and Wastewater utilities, as well as Solid Waste disposal. The City also uses enterprise
funds to account for Transit and Alternative Fuel, which are reported as non-major enterprise
funds. Internal service funds are an accounting device used to accumulate and allocate costs
internally among the City’s various functions. The City uses internal service funds to account for
its support services, vehicle maintenance, and self-insurance. Because these services benefit
both governmental and business-type functions, they have been allocated between
governmental and business-type activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate
information for the Gas, Water, and Wastewater Utilities, as well as Solid Waste funds, which
are considered to be major funds of the City. Data from the non-major enterprise funds, as well
as all the internal service funds, are combined into single, aggregated presentations in the
proprietary fund financial statements. Individual fund data for the non-major enterprise funds
and the internal service funds is provided in the form of combining statements in the
supplementary information section of this report.
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Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside of the
primary government. Fiduciary funds are not reflected in the government-wide financial
statement because the resources of those funds are not available to support the City’s own
programs. The Statement of Fiduciary Assets and Liabilities for the agency funds is presented in
the basic financial statements section of this report.

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 follow the financial
statements, and are an integral part of the financial statements.

Other Information

The combining statements of the non-major governmental funds, non-major enterprise funds,
and internal service funds are presented in the supplementary information section of this report.

Statistics

The statistical section provides statistical data on financial trends, revenue and debt capacity,
demographic and economic data, and operating information.

Government-wide Financial Analysis

At the end of fiscal year 2009, the City reports positive balances in all three categories of net
assets, including the government-wide, governmental activities, and business-type activities.
Comparative information is presented for fiscal years 2009, 2008, and 2007.

Net Assets (in 000’s)

Governmental Activities Business - type Activities Total
2009 2008 2007 2009 2008 2007 2009 2008 2007

Current and Other Assets 155,593 189,948 162,817 83,075 104,132 90,149 238,668 294,080 252,965
Capital Assets 298,331 255,052 227,452 $198,544 179,866 159,682 496,875 434,919 387,134

Total Assets 453,924 445,000 390,268 281,619 283,999 249,831 735,543 728,999 640,099
Current and Other Liabilities 34,948 37,187 35,809 10,009 12,570 7,251 44,957 49,757 43,060
Long-term Liabilities 103,754 101,801 75,136 70,976 77,014 58,452 174,730 178,815 133,588

Total Liabilities 138,702 138,988 110,945 80,985 89,584 65,703 219,686 228,572 176,648
Net Assets:
Invested in Capital Assets,

net of related debt 199,706 146,327 141,038 126,330 103,498 105,556 326,036 249,826 246,594
Restricted Net Assets 32,625 32,766 34,371 30,498 49,376 34,894 63,123 82,142 69,265
Unrestricted Net Assets 82,891 126,919 103,914 43,806 41,540 43,678 126,698 168,459 147,592

Total Net Assets 315,222 306,012 279,323 200,634 194,415 184,128 515,857 500,427 463,451
Total Liabilities and
Net Assets 453,924 445,000 390,268 281,619 283,999 249,831 735,543 728,999 640,099
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Sixty-three percent of the City’s net assets are investment in capital assets (i.e., land, land
improvements, buildings, equipment, utility infrastructure), net of any related outstanding debt
used to acquire those assets. This compares with fifty percent in fiscal year 2008. The City
uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

Twelve percent of the City’s net assets are resources that are subject to external restrictions on
how they may be used. This amount is down from the sixteen percent of restricted net assets
reported for fiscal year 2008. The remaining balance of unrestricted net assets $126,697,842
may be used to meet the government’s ongoing obligations to citizens and creditors.

Changes in net assets during 2009 and comparative amounts for 2008 and 2007 were:

Summary of Changes in Net Assets (in 000’s)

Governmental Activities Business - type Activities Total
2009 2008 2007 2009 2008 2007 2009 2008 2007

Revenues:
Program Revenues:

Charges for services $ 13,545 $ 16,714 $ 17,723 $ 58,542 $ 67,362 $ 69,242 $ 72,087 $ 84,076 $ 86,965

Operating grants and

contributions 3,932 6,332 5,218 1,522 1,188 1,135 5,454 7,520 6,353
Capital grants and
contributions 14,865 14,039 15,310 5,951 3,642 3,888 20,816 17,681 19,199

General Revenue:

Taxes 85,674 87,970 82,242 85,674 87,970 82,242

Franchise fees 2,699 2,985 2,999 2,699 2,985 2,999

Investment income (1,720) 3,842 5,902 1,517 3,408 3,854 (203) 7,250 9,757

Telshor Faciltiy income 278 267 2,973 278 267 2,973

Miscellaneous 3,091 2,835 2,456 25 40 239 3,116 2,875 2,695
Total Revenue 122,364 134,984 134,824 67,557 75,640 78,359 189,921 210,624 213,182
Expenses:

General Government 30,359 16,560 25,894 30,359 16,560 25,894

Facilities 9,518 9,857 9,648 9,518 9,857 9,648

Police 26,944 23,814 21,426 26,944 23,814 21,426

Fire 10,611 11,290 10,346 10,611 11,290 10,346

Community Development 4,574 5,047 4,641 4,574 5,047 4,641

Public Services 11,524 12,525 11,774 11,524 12,525 11,774

Public Works 11,083 19,728 16,756 11,083 19,728 16,756

Gas - - 25,096 30,504 30,002 25,096 30,504 30,002

Water - - 14,787 13,561 13,668 14,787 13,561 13,668

Waste water - - 10,878 10,234 9,657 10,878 10,234 9,657

Solid waste - - 10,534 10,953 9,181 10,535 10,953 9,181

Other - - 4,274 4,185 3,801 4,275 4,185 3,801

Interest on long-term debt 4,305 4,003 3,148 - - - 4,307 4,003 3,148
Total Expenses 108,918 102,824 103,633 65,569 69,437 66,308 174,491 172,261 169,941
Increase in net assets

before transfers 13,446 32,159 31,191 1,988 6,204 12,051 15,434 38,363 43,242
Transfers (4,232) (4,083) (4,434) 4,232 4,083 4,434 - -
Change in Net Assets 9,211 28,076 26,756 6,220 10,287 16,485 15,430 38,363 43,242
Net Assets - beginning 306,012 277,936 252,567 194,415 184,128 167,642 500,427 462,063 420,209
Net Assets - ending 315,222 306,012 279,323 200,634 194,415 184,128 515,857 500,427 463,451
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Governmental Activities

Governmental activities increased the City’s net assets during the current fiscal year by $9.2
million. Gross receipts tax, property tax, and franchise fees fell from $91 million in fiscal year
2008 to $88 million in fiscal year 2009. The taxes and franchise fees contributed a significant
amount for covering the $76.6 million net program expense associated with general
governmental activities.

Governmental Revenues
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Expenses of the City’s governmental activities increased from $102.8 million in fiscal year 2008
to $108.9 million in 2009. The increase resulted primarily from controlled spending in the
general government.

Business-type Activities

Business-type activities increased the City’s net assets during the current fiscal year by $6.2
million. Charges from services dropped from $67.4 million in fiscal year 2008 to $57.9 million in
fiscal year 2009. Expenses decreased from $69.4 million in 2008 to $65.1 million in 2009, with
the Gas fund showing the largest decrease overall of approximately $5.4 million. The Water
fund showed an increase in operating expenses of approximately $1.2 million.
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Financial Analysis of the City’s Funds

The national economic slowdown is reflected in a decreased level of construction activity in the
local area. Gross receipts taxes have declined 4.6% from 2008. A decrease in lodgers’ tax
receipts reflect the cutback in travel and discretionary spending as a result of pervasive job
losses throughout the country.

Capital grants increased by $826 thousand from 2008, and public works continued to make
improvements on streets, facilities, and infrastructure. The repair and rehabilitation of public
facilities and maintenance of public parks continues according to the City’s master plan.

Governmental Funds

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

As of the end of fiscal year 2009, the City’s governmental funds reported combined ending fund
balances of $118,606,853, a decrease of $32,847,438 from the prior year. The General Fund,
Sonoma Ranch, the 2005 Gross Receipts Tax-City Hall, and Las Cruces Convention Center
funds are reported as major governmental funds. The unreserved fund balance in the General
Fund is $30 million. The remainder of the General Fund balance is reserved to indicate
inventories of $933,966 are not available to be spent. Fund balances of other major
governmental funds are unreserved and reported in Sonoma Ranch $49,980, the 2005 Gross
Receipts Tax-City Hall fund $708,250, and the Las Cruces Convention Center $24,305,042. All
other funds are combined and reported as non-major governmental funds. Reserved fund
balances are reported in other special revenue funds $30,309,728, in other capital project funds
$24,531,635, and debt service $7,844,924.

General Fund

The General Fund is the chief operating fund of the City. At the end of fiscal year 2009,
unreserved fund balance of the general fund was $29,923,328, while total fund balance was
$30,857,294. Of the $29.9 million in unreserved fund balance, $10.5 million are amounts
recorded as receivables from the State, primarily for taxes that will be collected in the ordinary
course of business in the next fiscal year. Reducing the $29.9 million in unreserved fund
balance by this amount leaves approximately $19.5 million in readily available resources that
are not part of budgeted inflows for the upcoming year. This amount is 25.9% of General Fund
expenditures for the year, and is one measure of liquidity of the General Fund.

The fund balance of the City’s General Fund decreased $6,364,883 during the current fiscal
year, attributed primarily to a decrease in gross receipts taxes, licenses/permits, fees/fines, and
investment income.

The difference between the original budget and the final amended budget for revenues is a
decrease of approximately $1,182,000 for the year. The budget for gross receipts taxes
decreased $1,565,000 from the original budget to the final budget. The budget for property tax
revenues increased $400,000, while the budget for licenses and permits decreased by
$531,393 due to the continued decline in new construction.
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Actual revenues for the fiscal year were approximately $1.3 million more than the final budget.
There were three significant variances between the budgeted revenues and actual revenues by
category. These variances were due to:

o Actual revenues from gross receipts tax slightly exceeded the final budget by
approximately $946 thousand.

e Actual revenues from fines and fees exceeded budgeted revenues by approximately
$982 thousand.

o Actual revenues from operating grants and contributions exceeded budgeted revenues
by $22 thousand.

Differences between the original expenditures budget and the final amended expenditures
budget totaled approximately $1.9 million and can be briefly summarized as follows:

e The City reduced the budget for salary reserves for general government by $1.4 million,
distributing the budget for salary reserves among the appropriate functions.

e The City decreased the budget for police and fire by $426 thousand.
e The City reduced the budget for public services by $297 thousand.

Actual expenditures were approximately $1.5 million less than the final expenditures budget.
These variances can be briefly summarized as follows:

e Actual expenditures were $685 thousand less than budget as public works projects were
delayed.

e The general government actual expenditures were approximately $1.2 million less than
the final budget. Activities less than budget within general government include: $371
thousand for personnel expenditures and $545 thousand for operating costs.

e The actual expenditures for public services were approximately $571 thousand less than
actual expenditures due to reduced operating costs in the library of $137 thousand,
recreation of $258 thousand, senior programs of $68 thousand, and $116 thousand in
general administration costs.

2005 Gross Receipts Tax Fund for City Hall

In September 2005, the City issued gross receipts tax bonds in the amount of $33 million to
fund public improvements and the construction of a new City Hall. The City Hall fund is reported
as a major fund in the current year. The project is in the construction stage, with construction
costs of $21.2 million paid during the year. Groundbreaking took place on March 20, 2008.
Construction is expected to be completed in December 2009. City offices are expected to begin
relocating to the new building in February 2010.

Las Cruces Convention Center

In October 2007, the City secured a loan from New Mexico Finance Authority in the amount of
$27,361,565 to design and construct a convention center to meet the growing demands of the
community. The convention center fund is reported as a major fund in the current year. The
project is in the preliminary stages, with architectural and engineering services of $1.4 million
paid during the year. Groundbreaking took place on June 29, 2009. The Center will be 55,000

20



CITY OF LAS CRUCES, NEW MEXICO
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2009

square feet with just over 30,000 square feet of meeting space. The facility will feature a 15,000
square foot exhibition hall as well as a 9,000 square foot ballroom. There will be 6 break-out
rooms totaling over 3,000 square feet. Additionally, there will be over 5,000 square feet of
outdoor space and 2,000 square feet of indoor pre-function space. It is expected to be
completed by the end of 2010.

Sonoma Ranch

The Sonoma Ranch fund is major fund in fiscal year 2009. The fund was established to account
for the reimbursement to the City, through certain assessments, for construction of public works
projects in this area. The City secured a $9.9 million loan from NMFA to finance public works

projects. A municipal lien has been recorded on the property that directly benefits from these
projects until such time as the amounts due to the City are paid.

Proprietary Funds
The Gas, Water, Waste Water, and Solid Waste funds are reported as major funds.

Unrestricted net assets of proprietary funds at the end of the year amounted to $41,668,340.

Gas Utility

The original revenue budget decreased $10.4 million during the fiscal year due primarily to a
lower cost of gas and mild winter season. Gas sales were $155,134 less than the final budget.
Additionally, the City is the operator for the Rio Grande Natural Gas Association (RGNGA).
During fiscal year 2009, the Gas fund was reimbursed $2.4 million for operational and capital
services provided to RGNGA. Total revenues for the year were approximately $23,095 above
the final budget

The original expense budget was reduced by $9.8 million. Of this amount, $9.7 was attributable
to the decrease in the cost of gas.

Actual expenses were approximately $1.5 million less than the final amended expenses budget.
These variances can be summarized as follows:

e The budget for customer services was $766,922 more than actual due to vacancies in
shared services and the delay of budgeted projects.

e The budget for payment in lieu of taxes was $211,455 higher than actual expenses.
Payment in lieu of taxes is related to revenue and as the gas revenues decrease, the
payment in lieu of tax decreases.

e The budget for repairs and maintenance was $131,311 more than actual expenses due
to postponed rehabilitation projects.
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Water Utility

The original revenue budget remained unchanged throughout the fiscal year. Actual Water
sales were $866,666 less than the final budget, due primarily to lower sales because of a
slowdown in housing starts and the sluggish economy during fiscal year 2009.

Other revenue was $341,828 above final budget due mainly to the allocation of the revenue
from shared services.

The budget for operating expenses in Water reflects an overall increase of $372 thousand from
the original budget to the final budget. This is mainly due to an increase of $87 thousand in
supplies, $65 thousand in professional services, and $172 thousand in various other expenses.

Actual expenses were $2.5 million less than the final expense budget. These variances can be
summarized as follows:

e Professional services were below budget by $877,103, which was due primarily to lower
consulting and legal expenses.

e Depreciation was under budget by $683,982 because the water department acquired
fewer capital assets than expected.

e The budget for customer services was $520,958 more than actual due to personnel
vacancies and deferred projects.

Wastewater Utility

The revenues budget remained unchanged throughout the fiscal year. Actual revenues for the
fiscal year were $7,909 less than the final budget.

The expense budget increased from the original budget to the final budget by $141,019. Of this
amount, the depreciation and amortization budget increased $159,508. Other budget
reductions offset the large increase.

Actual expenses were approximately $1.9 million less than the final expenditures budget.
These variances can be summarized as follows:

e Depreciation was under budget by $887,475 due to the wastewater department
acquiring fewer assets than expected.

e The budget for customer services was $324,171 more than actual due to personnel
vacancies and deferred projects.

e Professional services were lower than budget by $254,758, due largely to la reduced
number of engineering services and feasibility studies during the year.

e The budget for supplies was $226,086 more than actual, attributed to lower prices on
chemicals and field supplies used at the treatment plant.
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Solid Waste Utility

The original revenue budget remained unchanged during the fiscal year. Actual Solid Waste
sales were $197,910 less than the final budget.

Budgeted expenses in Solid Waste increased $1,349,658 from the original budget to the final
budget, which included an increase in repairs and maintenance of $430,000 and professional
services of $877,737.

Actual expenditures were $2.8 million less than the final budget. The major variances include:
e Professional services were lower than budget by $2.6 million. This is mainly attributed
to a delay in the completion of the landfill closure activity, which was not completed as
planned. Construction at the site was budgeted, but not spent.
e The budget for customer services was $371 thousand more than actual due to personnel
vacancies and deferred projects.
Debt Service
Long-term Debt
At the end of fiscal year 2009, the City had total long-term debt outstanding of $170,464,972 in
bonds, notes and leases, a net decrease of $2,892,142 over the prior year. During the year, the

City had borrowings from NMFA totaling $11,272,474. Decreases to long-term liabilities include
lease principal payments of $238,349 and bond debt service payments of $10,740,000.

Outstanding Bonds and Liabilities to Financial Institutions 2009

Governmental Business-type Total

2009 2008 Change 2009 2008 Change 2009 2008 Change

Revenue Bonds: Outstandin 48,950,000 54,125,000 (5,175,000) 44,635,000 50,200,000 (5,565,000) 93,585,000 104,325,000 (10,740,000)

Notes Payable: Outstanding 49,003,451 42,333,919 6,669,532 27,486,465 26,069,790 1,416,675 76,489,916 68,403,709 8,086,207
Capital Leases: Outstanding 324,909 554,258 (229,349) 65,147 74,147 (9,000) 390,056 628,405 (238,349)

Total Outstanding 98,278,360 97,013,177 1,265,183 72,186,612 76,343,937 (4,157,325) 170,464,972 173,357,114 (2,892,142)
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At the end of fiscal year 2008, the City had total long-term debt outstanding $173,357,114 in
bonds, notes, and leases, a net increase of 47,564,625 over the prior year. During the year, the
City had borrowings from NMFA totaling $57,368,807. Decreases to long-term liabilities include
lease principal payments of $226,221 and bond debt service payments of $7,285,000.

Outstanding Bonds and Liabilities to Financial Institutions 2008

Governmental Business-type Total
2008 2007 Change 2008 2007 Change 2008 2007 Change
Revenue Bonds 54,125,000 59,080,000 (4,955,000) 50,200,000 52,530,000 (2,330,000) 104,325,000 111,610,000 (7,285,000)
Notes Payable 42,333,919 12,298,853 30,035,066 26,069,790 1,029,010 25,040,780 68,403,709 13,327,863 55,075,846

Capital Leases 554,258 770,645 (216,387) 74,147 83,981 (9,834) 628,405 854,626 (226,221)
Total 97,013,177 72,149,498 24,863,679 76,343,937 53,642,991 22,700,946 173,357,114 125,792,489 47,564,625

Additional information on the City’s debt can be found in Note 7.

Capital Assets

The City’s investment in capital assets for its governmental and business-type activities as of
June 30, 2009 amounts to $496,875,225, net of accumulated depreciation. This investment in
capital assets includes land, buildings, land and building improvements, leasehold
improvements, equipment, infrastructure, and construction in progress. The total increase in the
City’s investment in capital assets for the current fiscal year, net of accumulated depreciation,
was 25.3 percent (a 14.5 percent increase for governmental activities and a 10.8 percent
increase for business-type activities).

Major capital asset events during the current fiscal year included the following:
e  Completion of several of the City’s public works and facilities projects and additional
equipment increased the City of Las Cruces capital assets by $32.9 million, which

includes capital assets contributed by developers of $5.6 million.

e The retirement of capital assets was $1.7 million. This includes equipment sold at
public auction and infrastructure retirements.

e  Construction continued on several of the City’s utility projects as $15.2 million was
added in utility infrastructure systems and equipment.

e Retirement of utility capital assets totaled $5.6 million this year.

Additional information on the City’s capital assets can be found in Note 4.

Economic Outlook

The City of Las Cruces, while still faring better than the nation, has not been immune from the
recession which started in December 2007. A table containing an array of economic indicators
clearly shows the mixed performance made by the City during the last twenty four months. The
trends show growth only in population. The construction industry has shown a continued drop in
fiscal year 2009 and lodging tax receipts reflect the cutback in discretionary spending as a result
of pervasive job losses in most states, including New Mexico.
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Las Cruces Economic Indicators

Fiscal Year Change

Item 2009 2008 Number Percent
Total Employment (MSA)* 68,808 69,075 (267) -0.4%
Lodging Tax Receipts $1,663,616 $1,785,109 $ (121,493) -6.8%
Gross Receipts Tax $70,169,219 | $72,665,014 $ (2,495,795) -3.4%
Single Family Building Permits 562 675 (113) -16.7%
Total Permit Valuation (Millions) $182.1 $184.9 $ (2.8) -1.5%
Population Estimate™* 91,865 89,722 2,143 2.4%

* Preliminary - Data for Metropolitan Statistical Area
** Census Bureau Estimates as of July 1

For fiscal year 2009/2010, the City anticipates a slow turn around as the national economy
begins to recover. The past two fiscal years have seen the gross receipts tax fall as construction
activity centered on single family housing continued to decline. Total valuation, while down, was
buoyed in part by commercial activity.

The other significant tax used for funding City government is the property tax. This revenue
source, while showing the effects of rapid construction adding to the base value, is more modest
in its gains. The State of New Mexico controls the rate of property tax increase allowed based
on formulas tied to inflation. One formula controls the rate of increase in the mill levy and
another controls the rate of increase in the assessed value of residential property. While new
construction is added to the base, revenue increases on existing properties are subjected to the
formula. By limiting gains in assessed value tax gains that would result from increased values
on existing property are also limited. The result is property tax growth that is moderated and
relatively stable.

One financial indicator of the City’s financial health is change in fund balance for the General
Fund. Since this fund is the main source for providing city services, growth in fund balance
reflects financial management practices that, while mindful of meeting increasing demands,
demonstrate prudent fiscal management grounded in a long run perspective.

While the General Fund balances are anticipated to ebb slightly over the time horizon, the City
can continue to provide its citizens services and employees competitive wages because of a
healthy fund balance. This ability is a dividend of the City’s prudent fiscal management practice
and is allowing the City to navigate the recession while maintaining services.
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The economy should, however, continue to outpace New Mexico as a whole and Las Cruces is
well positioned to benefit when the economy returns to expansionary mode over the next five
years.

Requests for Information

This financial report is designed to present users with an overview of the City’s finances and to
demonstrate the City’s accountability. If you have questions concerning any of the information
provided in this report or need additional financial information, contact

Financial Services Director
City of Las Cruces
P.O. Box 20000
Las Cruces, NM 88004
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Assets

Cash and investments
Receivables, net
Other assets
Due from other governmental units
Due from South Central Solid Waste
Notes receivable
Restricted cash and investments
Capital assets
Land and construction in
progress
Other capital assets, net of depreciation
Total capital assets
Total assets
Liabilities
Accounts payable and accrued liabilities
Customer deposits
Unearned revenue
Other liabilities
Long-term liabilities
Due within one year
Due in more than one year
Total liabilities

Net Assets

Invested in capital assets, net of related debt

Restricted for
Housing
Community development
Debt service
Capital projects
Customer deposits
Closure/post-closure
Unrestricted
Total net assets

City of Las Cruces
Statement of Net Assets
June 30, 2009

Primary Government

Component Units

Governmental ~ Business-Type Public Housing ~ South Central
Activities Activities Total Authority Solid Waste
$ 74475374 § 42,364,901 $ 116,840,275 § 2,965,133 § 7,122,270
11,466,507 5,265,504 16,732,011 640,060 236,536
1,852,786 2,492,912 4,345,698 1,006,073 6,277
24,322,412 337,870 24,660,282 1,290,974 -
4,312,000 - 4,312,000 - -

- 2,116,597 2,116,597 - -
39,163,715 30,497,532 69,661,247 1,435,602 1,949,641
58,375,421 19,177,889 77,553,310 5,354,447 2,738,049

239,955,667 179,366,248 419,321,915 20,613,610 5,937,945
298,331,088 198,544,137 496,875,225 25,968,057 8,675,994
453,923,882 281,619,453 735,543,335 33,305,899 17,990,718

8,357,025 2,112,016 10,469,041 533,489 78,915

- 1,540,178 1,540,178 150,022 -
16,786,531 493,310 17,279,841 - -

- - - 2,765,285 -

9,804,740 5,863,025 15,667,765 1,088,320 677,052
103,753,241 70,976,627 174,729,868 9,089,512 5,471,090
138,701,537 80,985,156 219,686,693 13,626,628 6,227,057
199,706,049 126,330,154 326,036,203 13,731,860 4,363,994

- - - 502,637 -

62,823 - 62,823 - -
7,844,924 28,957,354 36,802,278 - -
24,717,350 - 24,717,350 - -

- 1,540,178 1,540,178 - -

- - - - 1,949,641
82,891,199 43,806,611 126,697,810 5,444,774 5,450,026

§ 315222345 § 200,634,297 $ 515,856,642 $§ 19,679,271 $ 11,763,661

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

Primary government
Governmental activities

General government
Facilities
Police
Fire
Community development
Public services
Public works
Interest on long-term debt

Total governmental activities

Business-type activities

Gas

Water

Waste water

Solid waste

Transit

Alternative fuel
Total business-type activities
Total primary government

Component units
Solid waste
Housing

Total component unit

General revenues
Taxes
Gross receipts
Property
Franchise
Investment income (loss)
Telshor Facility income
Other
Transfers

City of Las Cruces
Statement of Activities
For the Year Ended June 30, 2009

Program Revenues

Operating Capital
Charges for Grants and Grants and
Expenses Services Contributions  Contributions
$ 30,358,757 $ 2,041,908 $ 29,446 § 3,349,863
9,518,472 339,838 - -
26,944,282 4,638,721 955,478 -
10,610,957 - 381,453 -
4,573,918 2,618,030 1,369,051 -
11,524,067 1,919,636 1,196,764 -
11,083,338 1,986,789 - 11,515,313
4,307,153 - - -
108,920,944 13,544,922 3,932,192 14,865,176
25,095,939 23,880,090 - 333,176
14,786,653 13,181,528 - 1,967,973
10,877,773 10,792,925 - 2,382,453
10,534,729 10,267,228 - -
4,167,484 420,444 1,522,231 1,267,256
107,254 - - -
65,569,832 58,542,215 1,522,231 5,950,858
$ 174,490,776 ' $ 72,087,137 $§ 5454423 § 20,816,034
$ 3,626,351 $§ 4,598,827 $ - $ -
8,484,482 2,319,582 5,438,623 470,471
$ 12,110,833 $§ 6918409 $ 5438623 $ 470,471

Total general revenues and transfers

Change in net assets

Net assets, beginning of year
Net assets, end of year

The accompanying notes are an integral part of these financial statements.
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Net (Expense) Revenue and Changes in Net Assets

Primary Government Component Units
South Central
Governmental Business-type Public Housing  Solid Waste
Activities Activities Total Authority Authority
$ (24,937,540) $ (24,937,540)
(9,178,634) (9,178,634)
(21,350,083) (21,350,083)
(10,229,504) (10,229,504)
(586,837) (586,837)
(8,407,667) (8,407,667)
2,418,764 2,418,764
(4,307,153) (4,307,153)
(76,578,654) (76,578,654)
- $ (882,673) (882,673)
- 362,848 362,848
- 2,297,605 2,297,605
- (267,501) (267,501)
- (957,553) (957,553)
- (107,254) (107,254)
- 445,472 445,472
(76,578,654) 445,472 (76,133,182)
$ - $ 972,476
(255,806) -
(255,806) 972,476
73,505,547 - 73,505,547 - -
12,168,305 - 12,168,305 - -
2,698,501 - 2,698,501 - -
(1,720,066) 1,517,197 (202,869) 36,191 231,502
277,967 - 277,967 - -
3,090,660 25,169 3,115,829 33,407 -
(4,231,688) 4,231,688 - - -
85,789,226 5,774,054 91,563,280 69,598 231,502
9,210,572 6,219,526 15,430,098 (186,208) 1,203,978

306,011,773 194,414,771 500,426,544 19,865,479 10,559,683
$ 315,222,345 § 200,634,297 § 515,856,642 § 19,679,271 § 11,763,661

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

Balance Sheet—Governmental Funds

Assets

Pooled cash and investments
Restricted cash and investments
Receivables, net

Due from other funds

Due from other governmental units
Inventories

Total assets

Liabilities and Fund Balances
Liabilities

Accounts and contracts payable

Due to other governments

Due to other funds

Accrued liabilities

Deferred revenue

Total liabilities

Fund balances
Reserved for
Inventories
Health care related programs
Unreserved, reported in
General fund
Special revenue funds
Debt service funds
Capital projects funds

Total fund balances

Total liabilities and fund balances

June 30, 2009
2005 Gross

General Sonoma Receipts Tax-
Fund Ranch City Hall

$ 16,462,888 $ 49,980 $ 709,324

747,118 7,891,641 687
7,052,110 - -
10,412,780 - -
933,966 - -

§ 35,608,862 $§ 7,941,621 § 710,011

$ 2,419,840 $ - $ 1,761
2,861 - -
2,029,983 - -
298,884 7,891,641 -

4,751,568 7,891,641 1,761
933,966 - -
29,923,328 - -
- 49,980 -

- - 708,250

30,857,294 49,980 708,250

§ 35,608,862 § 7,941,621 § 710,011

The accompanying notes are an integral part of these financial statements.
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Las Cruces Other Total
Convention Governmental Governmental
Center Funds Funds
$ - $ 49,127,377 $ 66,349,569
25,199,028 13,964,687 39,163,715
- 2,798,169 11,437,615
- - 7,052,110
- 13,909,632 24,322,412
- - 933,966
$ 25,199,028 79,799,865 $ 149,259,387
$ 92,650 3,480,856 $ 5,995,107
- - 2,861
801,336 6,250,774 7,052,110
- 117,958 2,147,941
- 7,078,275 15,268,800
893,986 16,927,863 30,466,819
- - 933,966
- 20,317,288 20,317,288
- - 29,923,328
- 9,992,440 10,042,420
- 7,844,924 7,844,924
24,305,042 24,717,350 49,730,642
24,305,042 62,872,002 118,792,568
$ 25,199,028 $ 79,799,865 $ 149,259,387

The accompanying notes are an integral part of these financial statements.
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The accompanying notes are an integral part of these financial statements.
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City of Las Cruces
Reconciliation of the Governmental Funds
Balance Sheet to the Statement of Net Assets
June 30, 2009

Total fund balances for governmental funds

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

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

The amount due from South Central Solid Waste Authority is not available to
pay for current-period expenditures and is, therefore, not reported in the funds.

Bond issuance costs of $695,936 are expensed for fund financial statements
versus capitalized for government-wide financial statements (less accumulated
amortization of $59,027).

A portion of the assets (including capital assets $899,383) and liabilities
(including long-term debt of $5,175,179) of internal service funds are included
in governmental activities in the statement of net assets.

Telshor facility lease payments received are deferred in the statement of
net assets and recognized over the lease term.

Some liabilities, including long-term obligations, applicable to the City's
governmental activities are not due and payable in the current period and,
accordingly, are not reported in the funds.

Net assets of governmental activities

The accompanying notes are an integral part of these financial statements.
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City of Las Cruces
Statement of Revenues, Expenditures and Changes in

Fund Balance—Governmental Funds
For the Year Ended June 30, 2009

Revenues

Taxes

Charges for services
Fees and fines

Franchise fees
Investment income (loss)
Licenses and permits
Intergovernmental

Other

Total revenues

Expenditures

Current
General government
Facilities
Police
Fire
Community development
Public services
Public works
Capital outlay
Debt service
Principal
Interest and other charges
Total expenditures

Revenues over (under) expenditures

Other Financing Sources (Uses)

Issuance of debt
Sale of capital assets
Transfers in
Transfers out
Total other financing sources (uses)

Net change in fund balances
Fund balances, beginning of year

Fund balances, end of year

General
Fund

2005 Gross

Sonoma Receipts Tax-
Ranch City Hall

$ 69,252,935 $

1,500,865
1,287,875
2,772,546
635,442
1,339,091
24,270
3,972,422

N -

1,230 (213,616)

80,785,446

1,230 (213,616)

13,686,074
9,090,348
20,422,717
9,249,207
3,062,325
7,616,571
9,459,917
2,474,132

229,349

- 21,189,007

75,290,640

- 21,189,007

5,494,806

1,230 (21,402,623)

1,283,309
(13,142,998)

(11,859,689)

(6,364,883)
37,222,177

1,230 (21,402,623)
48,750 22,110,873

$ 30,857,294 $

49,980 § 708,250

The accompanying notes are an integral part of these financial statements.
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Las Cruces Other Total

Convention Governmental ~ Governmental
Center Funds Funds

$ - $ 19,119418 § 88,372,353

- 537,362 2,038,227

- 1,688,045 2,975,920

- - 2,772,546
182,017 (2,514,563) (1,909,490)

- 1,749 1,340,840

- 13,059,726 13,083,996

- 3,833,243 7,805,665

182,017 35,724,980 116,480,057

- 2,107,797 15,793,871

- 476,779 9,567,127

- 6,508,234 26,930,951

- 1,362,675 10,611,882

- 1,511,940 4,574,265

- 3,908,190 11,524,761

2,848 1,621,232 11,083,997

1,354,803 27,059,002 52,076,944

- 8,069,188 8,298,537

- 4,307,153 4,307,153

1,357,651 56,932,190 154,769,488

(1,175,634)  (21,207210)  (38,289,431)

- 9,749,434 9,749,434
- 587,667 587,667
- 19,804,881 21,088,190
- (12,654,585)  (25,797,583)
- 17,487,397 5,627,708
(1,175,634) (3,719,813)  (32,661,723)
25,480,676 66,591,815 151,454,291

$ 24305042 $§ 62,872,002 § 118,792,568

The accompanying notes are an integral part of these financial statements.
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City of Las Cruces
Reconciliation of the Statement of Revenues,
Expenditures and Changes in Fund Balance of

Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2009

Net change in fund balances—governmental funds

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

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated
useful lives as depreciation expense. This is the amount by which capital outlays
of $51,637,585 exceeded depreciation expense of $13,757,342 and sale of capital
assets of $259,853 .

Bond issuance costs are amortized to interest expense over the life of the bond
in the statement of activities. This is the current year amortization.

Proceeds from the issuance of long-term obligations provide current financial
resources to governmental funds and increase long-term liabilities in the
statement of net assets. Repayment of debt principal is an expenditure in the
governmental funds, but the current year principal repayment reduces
long-term liabilities in the statement of net assets. This is the amount by
which proceeds of $9,749,434 exceeded repayments of $8,298,537 and the
change in bond premium/discount of $47,961.

Principal payments by South Central Solid Waste to the City's debt service fund are
reported as revenue in the debt service fund but reduce assets on the statement of
net assets.

The change in the liability for compensated absences affects expenses reported in
the statement of activities but does not require the use of current financial
resources and is therefore not reported as expenditures in governmental funds.

Revenues from donated capital assets are reported in the statement of activities,
but do not provide current financial resources and are not reported as revenues
in the governmental funds.

Payments received related to the Telshor facility lease are recognized over the

term of the lease in the statement of net assets, but not in the funds. This is the amount

recognized in the current year.

Internal service funds are used by management to charge the costs of certain
activities, such as insurance and telecommunications, to individual funds. A
portion of the change in net assets of internal service funds is reported with
governmental activities.

Change in net assets of governmental activities

The accompanying notes are an integral part of these financial statements.
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(With Comparative Actual Amounts for the Year Ended June 30, 2008)

Revenues

Local taxes
Gross receipts
Property
Utility franchise
Total local taxes

State-shared taxes

Charges for services

Fees and fines

Franchise fees

Investment income

Licenses and permits

Operating grants and contributions
Other

Total revenues

Expenditures

Current
General government
Facilities
Police
Fire
Community development
Public services
Public works
Capital outlay
Debt service
Principal
Interest
Total expenditures

Revenues over expenditures

Other Financing Sources (Uses)

Transfers in
Transfers out

Total other financing sources (uses)

Net change in fund balance

Fund balance, beginning of year

Fund balance, end of year

City of Las Cruces
Statement of Revenues, Expenditures and
Changes in Fund Balance—Budget and Actual

General Fund
For the Year Ended June 30, 2009

2009 2008
Variance with
Final Budget -
Budgeted Amounts Positive
Original Final Actual (Negative) Actual
$ 59,564,000 $ 57,999,000 $ 58,944,548 $ 945,548 $ 62,489,662
8,043,741 8,443,741 8,727,273 283,532 7,777,195
1,271,250 1,254,250 1,034,885 (219,365) 1,199,817
68,878,991 67,696,991 68,706,706 1,009,715 71,466,674
580,723 597,141 546,229 (50,912) 577,065
1,108,383 1,255,683 1,500,865 245,182 1,104,486
1,240,091 1,321,969 1,287,875 (34,094) 1,295,959
2,884,311 2,761,175 2,772,546 11,371 2,677,024
874,923 547,662 635,442 87,780 1,065,656
2,141,021 1,609,628 1,339,091 (270,537) 1,941,912
3,050 1,550 24,270 22,720 1,323
3,738,572 3,683,999 3,972,422 288,423 4,409,260
12,571,074 11,778,807 12,078,740 299,933 13,072,685
81,450,065 79,475,798 80,785,446 1,309,648 84,539,359
15,987,511 14,861,752 13,686,074 1,175,678 12,667,402
9,869,730 9,685,046 9,090,348 594,698 9,028,708
19,499,142 19,210,981 20,422,717 (1,211,736) 19,114,476
9,481,166 9,342,936 9,249,207 93,729 9,145,102
3,146,732 3,104,231 3,062,325 41,906 2,731,683
8,485,071 8,188,293 7,616,571 571,722 7,379,389
9,865,742 10,145,123 9,459,917 685,206 8,707,086
2,050,905 1,992,788 2,474,132 (481,344) 1,918,748
263,000 263,000 229,349 33,651 216,387
- - - - 46,162
78,648,999 76,794,150 75,290,640 1,503,510 70,955,143
2,801,066 2,681,648 5,494,806 2,813,158 13,584,216
1,331,357 1,265,668 1,283,309 17,641 1,354,930
(10,783,131)  (13,374,545)  (13,142,998) 231,547 (14,307,705)
(9,451,774)  (12,108,877)  (11,859,689) 249,188 (12,952,775)
(6,650,708) (9,427,229) (6,364,883) 3,062,346 631,441
37,222,177 37,222,177 37,222,177 - 36,590,736
$ 30,571,469 $ 27,794,948 $ 30,857,294 $ 3,062,346 $ 37,222,177

The accompanying notes are an integral part of these financial statements.
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Changes in Fund Balance—Budget and Actual
Sonoma Ranch

Revenues
Investment income (expense)
Other

Total revenues

Other Financing Sources (Uses)

Transfers out
Total other financing sources (uses)

Net change in fund balance
Fund balance, beginning of year

Fund balance, end of year

City of Las Cruces

Statement of Revenues, Expenditures and

For the Year Ended June 30, 2009
(With Comparative Actual Amounts for the Year Ended June 30, 2008)

2009 2008
Variance with
Final Budget -
Budgeted Amounts Positive
Original Actual (Negative) Actual
$ - - $ 1,230 $ 1,230 $ 104,668
- - - - 1,711,712
- - 1,230 1,230 1,816,380
- - - - (1,768,010)
- - - - (1,768,010)
- - 1,230 1,230 48,370
48,750 48,750 48,750 - 380
$ 48,750 ' $ 48,750 $ 49,980 $ 1,230 $ 48,750

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

Current assets

City of Las Cruces
Statement of Net Assets—Proprietary Funds

Cash and investments

for uncollectible accounts

Due from other governments

Inventories

Total current assets

Noncurrent assets

Restricted cash and investments
Notes receivable
Advance to other funds

Other
Capital assets

Less accumulated depreciation

Net capital assets

Total noncurrent assets

June 30, 2009
Waste
Gas Water Water
$ 8,191,580 $ 8,938,860 $ 15,816,561
Accounts receivable, net of allowance
2,380,734 1,192,895 797,737
- 9,756 310,893
679,712 567,087 146,087
11,252,026 10,708,598 17,071,278
532,960 19,315,487 7,754,828
- 1,477,852 638,745
947,500 - 1,310,947
- 484,810 292,988
54,467,331 109,904,549 111,664,682
(26,428,853)  (28,022,121)  (31,052,015)
28,038,478 81,882,428 80,612,667
29,518,938 103,160,577 90,610,175
40,770,964 113,869,175 107,681,453

Total assets

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

Other Internal
Solid Enterprise Service
Waste Funds Totals Funds
$ 5,384,226 $ 701,666 $ 39,032,893 $§ 11,457,813
868,972 4,882 5,245,220 49,175

- 17,221 337,870 -

- - 1,392,886 552,762
6,253,198 723,769 46,008,869 12,059,750
2,894,257 - 30,497,532 -

- - 2,116,597 -

- - 2,258,447 -

- 51,377 829,175 -
10,350,072 7,558,589 293,945,223 10,408,941
(7,188,917) (3,572,389) (96,264,295) (8,646,349)

3,161,155 3,986,200 197,680,928 1,762,592
6,055,412 4,037,577 233,382,679 1,762,592
12,308,610 4,761,346 279,391,548 13,822,342

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

Statement of Net Assets—Proprietary Funds

Liabilities

Current liabilities
Accounts and contracts payable
Accrued liabilities

Deferred revenue
Current portion of noncurrent liabilities

Total current liabilities

Noncurrent liabilities
Customer deposits
Revenue bonds payable
Notes payable
Compensated absences
Claims
Accrued landfill closure cost
Advance from other funds

Total noncurrent liabilities
Total liabilities

Net Assets

Invested in capital assets, net of related debt

Restricted for customer deposits
Restricted for debt service
Unrestricted

Total net assets

June 30, 2009

Waste
Gas Water Water
496,658 378,120 67,290
175,029 360,293 279,533
44,628 448,474 -
45,143 2,108,110 1,521,355
761,458 3,294,997 1,868,178
532,960 481,207 472,639
- 22,469,721 18,782,653
- 14,878,923 9,960,614
180,571 158,750 133,213
- 2,045,947 -
713,531 40,034,548 29,349,119
1,474,989 43,329,545 31,217,297
28,038,477 42,465,361 50,381,348
532,960 481,207 472,639
- 18,834,280 7,282,189
10,724,538 8,758,782 18,327,980

$ 39,295,975 § 70,539,630 $ 76,464,156

Net assets of business-type activities in the statement of net assets are different because a portion
of the assets (including capital assets of $863,209) and liabilities (including long-term debt of $1,922,414)

of internal service funds are included in business-type activities on the statement of net assets
Net assets of business-type activities

The accompanying notes are an integral part of these financial statements.
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Enterprise Funds
Other Internal
Solid Enterprise Service
Waste Funds Totals Funds

8,538 4,288 954,894 261,342
130,319 71,599 1,016,773 93,218

- - 493,102 -
1,653,115 24,232 5,351,955 1,896,853
1,791,972 100,119 7,816,724 2,251,413

53,372 - 1,540,178 -

- - 41,252,374 -

2,206,767 - 27,046,304 -
89,143 96,928 658,605 144,891
- - - 5,056,038

608,000 - 608,000 -

212,500 - 2,258,447 -
3,169,782 96,928 73,363,908 5,200,929
4,961,754 197,047 81,180,632 7,452,342
595,559 3,986,200 125,466,945 1,762,592

53,372 - 1,540,178 -

2,840,885 - 28,957,354 -
3,857,040 578,099 42,246,439 4,607,408
$ 7,346,856 $§ 4,564,299 198,210,916 6,370,000

2,423,381

The accompanying notes are an integral part of these financial statements.
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City of Las Cruces
Statement of Revenues, Expenses and Changes in Fund Net Assets

Proprietary Funds
For the Year Ended June 30, 2009

Waste
Gas Water Water
Operating Revenues
Sales/charges $ 21,407,966 $ 12,728,241 10,642,521
Provision for uncollectible accounts (410,953) (166,157) (147,813)
Net sales/charges 20,997,013 12,562,084 10,494,708
Utility extension/service fee 177,621 104,796 -
Rentals - 12,495 -
Other 2,705,456 502,153 298,217
Total operating revenues 23,880,090 13,181,528 10,792,925
Operating Expenses
Personnel services 3,591,805 2,491,493 2,564,807
Cost of gas purchased 13,647,130 - -
Supplies 241,782 442910 608,064
Utilities 27,767 1,784,093 746,673
Professional services 444,064 1,884,837 711,625
Motor pool charges - - -
Motor fuel - - -
Repairs and maintenance 909,825 990,493 552,259
Rent 5,696 25,825 11,725
Depreciation and amortization 1,877,364 2,018,618 2,430,031
Payment in lieu of taxes 550,380 424,454 390,091
Administrative charges from other funds 526,637 532,129 505,032
Customer service 3,017,541 1,757,602 723,253
Accrued post closure costs - - -
Claims and judgments - - -
Insurance 151,060 88,235 50,420
Other 45,536 110,549 9,338
Total operating expenses 25,036,587 12,551,238 9,303,318
Operating income (loss) (1,156,497) 630,290 1,489,607
Nonoperating Revenues (Expenses)
Gain on sale of capital assets 9,119 8,488 -
Investment income 281,364 467,082 525,132
Grants and contributions 333,176 1,967,973 2,382,453
Interest expense (26,118) (2,131,025) (1,474,886)
Total nonoperating revenue (expense) 597,541 312,518 1,432,699
Income (loss) before transfers (558,956) 942,808 2,922,306

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

Other Internal
Solid Enterprise Service
Waste Funds Totals Funds

$ 10,386,120 $ 402,715 $ 55,567,563 $§ 10,948,053

(153,368) - (878,291) -
10,232,752 402,715 54,689,272 10,948,053
; ; 282,417 -
11,981 . 24,476 781,542
22,495 17,729 3,546,050 -
10,267,228 420,444 58542215 11,729,595
2,715,998 2,689,761 14,053,864 3,530,859
- - 13,647,130 -
382,009 87,241 1,762,006 3,080,831
25,075 40,081 2,623,689 346,055
2,659,583 122,744 5,822,853 665,228
- 433,815 433,815 22,007
. 259,245 259,245 -
1,366,404 117,886 3,936,867 603,441
52,950 - 96,196 204,666
668,866 498,450 7,493,329 574,954
231,636 - 1,596,561 -
220211 - 1,784,009 -
1,489,943 - 6,988,339 -
477,713 - 477,713 -
- - - 3,082,250
103,605 23,300 416,620 119,873
8,743 5,000 179,166 30,928
10,402,736 4277523 61,571,402 12,261,092
(135,508)  (3,857,079)  (3,029,187) (531,497)
16,875 . 34,482 -
167,968 - 1,441,546 265,076
- 2,789,487 7,473,089 -
(125,394) . (3,757,423) -
59,449 2,789,487 5,191,694 265,076
(76,059)  (1,067,592) 2,162,507 (266,421)

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

Statement of Revenues, Expenses and Changes in Fund Net Assets

Proprietary Funds

For the Year Ended June 30, 2009

Transfers

Transfers in
Transfers out

Change in fund net assets
Fund net assets, beginning of year

Fund net assets, end of year

Waste
Gas Water Water
- 420,582 1,116,360
(54,400) (672,793) (420,582)
(613,356) 690,597 3,618,084
39,909,331 69,849,033 72,846,072

§ 39,295975 $ 70,539,630 § 76,464,156

Some amounts reported for business-type activities in the statement of activities are different
because the change in net assets of certain internal service funds is reported with business-

type activities.

Change in net assets of business-type activities

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

Enterprise Funds

Other Internal
Solid Enterprise Service
Waste Funds Totals Funds
1,000,000 2,630,152 5,167,094 709,552
- (15,500) (1,163,275) (3,978)
923,941 1,547,060 6,166,326 439,153
6,422,915 3,017,239 192,044,590 5,930,847
$ 7,346,856 $ 4,564,299 $ 6,370,000
53,196
$ 6219.52

The accompanying notes are an integral part of these financial statements.
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City of Las Cruces
Statement of Cash Flows—Proprietary Funds
For the Year Ended June 30, 2009

Cash flows from operating activities
Cash received from customers (including other funds)

Cash paid to suppliers
Cash paid to employees
Claims paid
Other receipts
Net cash provided (used) by operating activities

Cash flows from noncapital financing activities

Grants and contributions
Transfers in
Transfers out
Loans for development impact fees
Advance to other funds
Net cash provided (used) by noncapital financing
activities

Cash flows from capital and related financing activities

Purchase of capital assets

Proceeds from sale of capital assets

Acquisition of other assets

Proceeds from revenue bonds and notes payable
Principal paid: revenue bonds/lease purchase/advances
Interest paid: revenue bonds/lease purchase/advances

Net cash provided (used) by capital and related
financing activities

Cash flows from investing activities

Interest received
Net cash provided by investing activities

Net increase (decrease) in pooled cash and investments

Cash and investments, beginning of year

Cash and investments, end of year

Waste
Gas Water Water

$ 21,872,672 $ 12,691,813 $ 10,406,377
(20,187,428)  (8,345,186)  (5,698,079)
(3,628,669)  (2,781,217)  (2,743,935)

2,705,456 502,153 298,217

762,031 2,067,563 2,262,580

333,176 1,967,973 2,624,591
. 420,582 1,116,360
(54,400) (672,793) (420,582)
. 237,157 96,544
(947,500)  2,045.947  (1,310,947)

(668,724) 3,998,866 2,105,966

(2,082,766)  (10,247,499)  (11,498,790)
- 8,488 -
) ; (36,353)
- (3,282,547)  (2,221,311)
(26,118)  (2,131,025)  (1,474,886)

(2,108,884) (15,652,583) (15,231,340)

281,364 467,082 525,132

281,364 467,082 525,132

(1,734213)  (9,119,072)  (10,337,662)
10,458,753 37,373,419 33,909,051

§ 8,724,540 $ 28,254,347 $ 23,571,389

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

Solid
Waste

Other
Enterprise
Funds

Totals

Internal
Service
Funds

$ 10,101,693
(7,927,871)

$ 403,069 § 55,475,624 § 13,822,280

(1,229,279)

(43,387,843)

(7,770,141)

(2,720,038)  (2,662,799) (14,536,658)  (3,433,492)

; - - (2,513,467)
22,495 17,729 3,546,050 -
(523,721)  (3,471280) 1,097,173 105,180

- 2,908,783 7,834,523 -
1,000,000 2,630,152 5,167,094 709,552

- (15,500)  (1,163,275) (3,978)

- - 333,701 -

- - (212,500) -
1,000,000 5,523,435 11,959,543 705,574
(638,583)  (1,832,107) (26,299,745) (420,304)

16,875 - 25,363 -

- - (36,353) -
1,610,060 - 1,610,060 -
(139,932) - (5,643,790) -
(125,394) - (3,757,423) -
723,026 (1,832,107) (34,101,888) (420,304)
167,968 - 1,441,546 265,076
167,968 - 1,441,546 265,076
1,367,273 220,048  (19,603,626) 655,526
6,911,210 481,618 89,134,051 10,802,287

$ 8278483 $ 701,666 $ 69,530,425 $ 11,457,813

The accompanying notes are an integral part of these financial statements.
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City of Las Cruces
Statement of Cash Flows—Proprietary Funds
For the Year Ended June 30, 2009

Waste
Gas Water Water

Reconciliation of operating income (loss) to net cash
provided (used) by operating activities

Operating income (loss) $ (1,156,497) $§ 630,290 §$ 1,489,607
Adjustments to reconcile operating income

to net cash provided by operating activities
Depreciation and amortization 1,877,364 2,018,618 2,430,031

Provision for uncollectible accounts 410,953 166,157 147,813
Decrease in estimated landfill postclosure costs - - -

Change in assets and liabilities

Accounts receivable 242,514 13,283 (96,611)
Inventories 70,716 (10,512) 6,054
Due from other governmental agencies - 89 -
Accounts and contracts payable (690,726) (459,793) (1,543,466)
Estimated liability for insurance claims - - -
Wages payable and accrued liabilities (36,864) (302,724) (179,128)
Deferred revenue 44,628 13,000 -
Customer deposits (57) (845) 8,280
Total adjustments 1,918,528 1,437,273 772,973
Net cash provided (used) by operating activities $ 762,031 $ 2,067,563 $ 2,262,580

Cash and investments at June 30 consisted of:
Current assets

Cash and investments $ 8,191,580 $ 8,938,860 $ 15,816,561
Noncurrent assets

Restricted cash and investments 532,960 19,315,487 7,754,828

Total cash and investments, June 30 $ 8,724,540 $ 28,254,347 $ 23,571,389

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

Other Internal
Solid Enterprise Service
Waste Funds Totals Funds
$ (135508) $ (3,857,079) $ (3,029,187) $ (531,497)
668,866 498,450 7,493,329 574,954
153,368 - 878,291 -
(1,032,231) - (1,032,231) -
(146,919) 354 12,621 (3,835)
- - 66,258 114,144
212,500 - 212,589 20,288
(243,636) (139,966) (3,077,587) (563,251)
- - - 568,783
(4,040) 26,961 (495,795) (74,406)
- - 57,628 -
3,879 - 11,257 -
(388,213) 385,799 4,126,360 636,677
$ (523,721) $ (3,471,280) $ 1,097,173 $ 105,180
$ 5384226 $ 701,666 $ 39,032,893 $ 11,457,813
2,894,257 - 30,497,532 -
$ 8,278,483 § 701,666 $ 69,530,425 $ 11,457,813

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

Statement of Fiduciary Assets and Liabilities

Agency Funds
June 30, 2009
Assets
Pooled cash and investments $ 6,142,382
Accounts receivable 6,454
Due from other governments 264,683
Total assets $ 6,413,519
Liabilities
Due to fiscal agent $ 35,833
Accounts and contracts payable 124,122
Accrued wages payable 184,056
Funds held for others 6,069,508
Total liabilities $ 6,413,519

The accompanying notes are an integral part of these financial statements.
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2)

City of Las Cruces
Notes to Basic Financial Statements
June 30, 2009

Description and Reporting Entity

The City of Las Cruces (the “City”) is a municipal corporation established under the laws
of the State of New Mexico and operates under a Home Rule Charter. The City was
incorporated in 1946 and operates under a Council/Manager form of government
consisting of a Mayor and six Council members. The Mayor is elected at large for a four-
year term. Council members are elected from six single member districts to four-year
terms. Elections are held bi-annually. The City Manager, appointed by the City Council,
is responsible for the management of all City employees and the administration of all
City affairs.

The accompanying financial statements present the activities of the City of Las Cruces
and its three component units; legally separate organizations for which the City is
financially accountable. The component units are:

Component Unit

Included in the
Reporting Entity Because:

Separate
Financial Statements

City of Las Cruces Public
Housing Authority (PHA)

South Central Solid Waste
Authority (SCSWA)

Tax Increment
Development District
(TIDD)

City appoints and may remove the
Board, which allows the City to
impose its will.

In accordance with the joint powers
agreement (JPA), SCSWA revenues
are the primary source of debt
service for City bonds issued to
construct a regional landfill and
transfer station.

The Board members for the TIDD
are also the board members for the
City of Las Cruces, which allows
the City to impose its will.

Available at PHA offices
at 926 S. San Pedro, Las

Cruces, New Mexico
88001

Separate financial
statements are available
for SCSWA at 200 N.
Church St., Las Cruces,
New Mexico 88001.

Separate financial
statements are available
for TIDD at 200 N.
Church St., Las Cruces,
New Mexico 88001.

PHA and SCSWA are reported as discrete component units in the accompanying
financial statements. The TIDD is reported as a blended component unit in the
accompanying financial statements.

Basis of Presentation, Basis of Accounting

Basis of Presentation

Government-Wide Statements—The statement of net assets and the statement of activities
display information about the primary government (the “City”) and its component units.
These statements include the financial activities of the overall government, except for
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2)

City of Las Cruces
Notes to Basic Financial Statements
June 30, 2009

Basis of Presentation, Basis of Accounting — continued

Basis of Presentation — continued

fiduciary activities. Eliminations have been made to minimize the double-counting of
internal activities. These statements distinguish between the governmental and business-
type activities of the City. Governmental activities generally are financed through taxes,
intergovernmental revenues, and other nonexchange transactions. Business-type activities
are financed in whole or in part by fees charged to external parties.

The statement of activities presents a comparison between direct expenses and program
revenues for the different business-type activities of the City and for each function of the
City’s governmental activities. Direct expenses are those that are specifically associated
with a program or function and, therefore, are clearly identifiable to a particular function.

Program revenues include (a) fees, fines, and charges paid by the recipients of goods or
services offered by the programs and (b) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular program. Revenues that
are not classified as program revenues, including all taxes, are presented as general
revenues.

Proprietary fund operating revenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fund. Exchange transactions are
those in which each party receives and gives up essentially equal values. Nonoperating
revenues, such as subsidies and investment earnings, result from nonexchange
transactions or ancillary activities. Proprietary fund operating expenses include the cost
of services, administrative and general expenses and depreciation on capital assets.

All proprietary funds of the City follow FASB Statements and Interpretations issued on
or before November 30, 1989, Accounting Principles Board Opinions, and Accounting
Research Bulletins, unless those pronouncements conflict with GASB pronouncements.
The City has also elected to apply FASB Statements and Interpretations issued after
November 30, 1989, unless those pronouncements conflict with GASB pronouncements.

Fund Financial Statements—The fund financial statements provide information about the
City’s funds, including its fiduciary funds. Separate statements for each fund category—
governmental, proprietary, and fiduciary—are presented. The emphasis of fund financial
statements is on major governmental and enterprise funds, each displayed in a separate
column. All remaining governmental and enterprise funds are aggregated and reported as
nonmajor funds.

The City reports the following as major governmental funds:

¢ The general fund is the City’s primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in
another fund.
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Basis of Presentation — continued

*

The Las Cruces Convention Center fund accounts for the receipt of the convention
center fees paid to support the debt service payments for the convention center.

The 2005 gross receipts tax city hall fund accounts for the resources accumulated
and payments made for the construction of the new city hall.

The Sonoma Ranch fund accounts for the reimbursements from local developers to
the City for debt service on special roadway/utility projects.

The City reports the following major enterprise funds:

*

The Gas fund accounts for the activities of the City’s natural gas utility, which
provides service to the residents of the City and some residents within the County.

The Water fund accounts for the activities of the City’s natural water utility, which
provides service to the residents of the City and some residents within the County.

The Wastewater fund accounts for the activities of the City’s wastewater utility,
which provides service to the residents of the City and some residents within the
County.

The Solid Waste fund accounts for the activities of the City’s solid waste utility,
which provides service to the residents of the City and some residents within the
County.

The City also reports the following fund types:

*

Internal Service Funds—used to report activities that provide goods or services to
other funds, departments or agencies of the City and its component units on a cost-
reimbursement basis. These activities include fleet services, information technology,
document services, vehicle acquisition and risk management, general liability and
malpractice, and workers’ compensation coverage provided on a cost-reimbursement
basis.

Agency Funds—used to account for monies held by the City in a custodial capacity.
These funds do not report operations or have a measurement focus. The funds held
by the City in a fiduciary capacity include: Rio Grande Natural Gas Association
(cash only); Mesilla Valley Regional Dispatch Authority; Metro Narcotics Agency;
Animal Service Center of the Mesilla Valley; Mesilla Valley Safety Council; Lower
Rio Grande Water Users Organization; Branigan Estate (proceeds of sales of assets
is used to purchase books for the library); Employee Benefits Committee; Veteran’s
Memorial Wall; Veteran’s Museum; and Gifts and Memorials.
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Measurement Focus, Basis of Accounting

Government-Wide, Proprietary, and Fiduciary Fund Financial Statements—The
government-wide and proprietary fund financial statements are reported using the
economic resources measurement focus. The government-wide and proprietary fund
financial statements are reported using the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred,
regardless of when the related cash flows take place.

Nonexchange transactions, in which the City gives (or receives) value without directly
receiving (or giving) equal value in exchange, include gross receipts and property taxes,
grants, entitlements, and donations. On an accrual basis, revenue from property taxes is
recognized in the fiscal year for which the taxes are levied. Revenues from gross receipts
taxes are recognized when the underlying transaction takes place. Revenue from grants,
entitlements, and donations is recognized in the fiscal year in which all eligibility
requirements have been satisfied.

Governmental Fund Financial Statements—Governmental funds are reported using the
current financial resources measurement focus and the modified accrual basis of
accounting. Under this method, revenues are recognized when measurable and available.
The City considers all revenues reported in the governmental funds to be available if the
revenues are collected within sixty days after year-end. Property taxes, sales taxes,
franchise taxes, licenses, and interest are considered to be susceptible to accrual.
Expenditures are recorded when the related fund liability is incurred, except for principal
and interest on general long-term debt, claims and judgments, and compensated absences,
which are recognized as expenditures to the extent they have matured. General capital
asset acquisitions are reported as expenditures in governmental funds. Proceeds of
general long-term debt and acquisitions under capital leases are reported as other
financing sources.

Under the terms of grant agreements, the City funds certain programs by a combination
of specific cost-reimbursement grants, categorical block grants, and general revenues.
Thus, when program expenses are incurred, there are both restricted and unrestricted net
assets available to finance the program. It is the City’s policy to first apply cost-
reimbursement grant resources to such programs, followed by categorical block grants,
and then by general revenues.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent liabilities at the date of the financial statements. Actual results
could differ from those estimates.
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Fair Value of Financial Instruments

The City’s financial instruments consist of investments in securities, bonds and notes
payable. The City estimates that the fair value of all its financial instruments does not
differ materially from their aggregate carrying values in the accompanying statement of
net assets. The estimated fair value amounts have been determined by the City using
available market information and appropriate valuation methodologies. Considerable
judgment is necessarily required in interpreting market data to develop the estimates of
fair value, and, accordingly, the estimates are not necessarily indicative of the amounts
that the City could realize in a current market exchange. None of the financial
instruments are held for trading purposes.

Assets, Liabilities and Equity

Cash Equivalents and Investments

The City pools idle cash from all funds for the purpose of increasing income through
investment activities. A “Pooled Cash” concept is used in maintaining the cash and
investment accounts in the accounting records. Under this method, all cash is pooled for
investment purposes and each fund has equity in the pooled amount. All amounts
included in pooled cash and investments with an original maturity of 90 days or less are
considered to be cash equivalents for the purposes of the statement of cash flows.

Investments are stated at fair value.

Restricted Cash and Investments

The amount of cash held representing utility deposits is classified as restricted on the
Statement of Net Assets—Propriety Funds. Also, certain proceeds of joint utility revenue
bonds, as well as resources set aside for their repayment and resources set aside to fund
capital asset replacements, are classified as restricted as their use is limited.

Receivables

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied
each year on July 1 on the taxable valuation of property location in the City as of the
preceding January 1. The taxable valuations for the various classes of property are
determined by the County Assessor and the State of New Mexico Department of
Taxation and Revenue at one-third of assessed valuation. Taxes are payable in two equal
installments on November 10 and April 10 and become delinquent after 30 days. Property
taxes receivable are deemed to be substantially collectible.

All trade receivables are shown net of an allowance for uncollectible amounts. The
allowance for doubtful accounts is based on management’s assessment of the
collectibility of specific customer accounts, the aging of the accounts receivable,
historical experience, and other currently available evidence. Notes receivable in the
statement of net assets consist of rehabilitation and redevelopment loans that are
generally not expected or scheduled to be collected in the subsequent year.
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Assets, Liabilities and Equity — continued

Inventories and Prepaid Items

Inventories are valued at cost using the first-in/first-out (FIFO) method. The costs of
governmental fund-type inventories are recorded as expenditures when consumed rather
than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.

Capital Assets

Capital assets are defined as assets with an initial individual cost or fair value of more
than $5,000 and an estimated useful life in excess of one year. Purchased and constructed
capital assets are reported at cost or estimated historical cost. Donated capital assets are
recorded at their estimated fair value at the date of donation. The cost of normal
maintenance and repairs that do not add to the value of the asset or materially extend
assets’ lives are not capitalized.

Major general infrastructure assets acquired prior to July 1, 2001, are the road network
and the flood control network. The City has retroactively reported all major general
infrastructure in the financial statements as of June 30, 2008.

The initial purchase of software meeting the City’s capital asset definition is capitalized;
however, periodic costs for software upgrades are not capitalized due to the rapid change
in technology.

In accordance with provisions of GASB No. 34, the City regards library materials (e.g.,
books, tapes, etc.), museum collections, and public exhibits as individual assets versus
collections and, therefore, they are not capitalized.

Construction period interest on the City’s proprietary fund capital projects is not
capitalized due to the nature of the projects, which may not be continuous in nature and
there may be lapses in the construction period.

Capital assets are depreciated using the straight-line method over the following estimated
useful lives:

Asset Class Estimated Useful Lives
Infrastructure 30-50
Buildings and improvements 30

Vehicles 4-12

Office equipment 3-10
Computer equipment 3-10
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Assets, Liabilities and Equity — continued

Compensated Absences

The liability for compensated absences reported in the government-wide and proprietary
fund statements consists of unpaid, accumulated annual and sick leave balances. The
liability has been calculated using the vesting method, in which leave amounts for both
employees who currently are eligible to receive termination payments and other
employees who are expected to become eligible in the future to receive such payments
upon termination are included.

Pollution Remediation

The City has elected to implement the provisions of Government Accounting Standards
Board Statement No. 49, Accounting and Financial Reporting for Pollution Remediation,
obligations. Accordingly, liabilities are accrued in government-wide and proprietary fund
financial statements when certain obligating events occur. Accrued pollution remediation
costs are expensed unless they meet the criteria for capitalization in GASB Statement
No. 49.

Budgets
The City budget is prepared on a basis consistent with accounting principles generally

accepted in the United States of America (GAAP), using an estimate of the anticipated
revenues and expenditures. Annual appropriated budgets are adopted for all funds. All
unexpended appropriations lapse at the end of the fiscal year. The State of New Mexico
Department of Finance and Administration (DFA) allows GAAP budgeting to the extent
cash and investments required for operations are available. Budgets of the City’s
component units (PHA and SCSWA) are also prepared on a GAAP basis.

New Mexico State law prohibits a municipality from making an expenditure in excess of
approved appropriations. If a fund is not overspent, it is in compliance with state law. The
budget may be amended by the City Council; however, DFA approval must be obtained
on budget increases and budget transfers between funds. The 2007/2008 budget has been
legally amended.

New Accounting Pronouncements

The following accounting pronouncements have been recently issued, but not yet adopted
by the City. Management anticipates that, upon adoption by the City, none of these
statements will have a significant impact on the City’s financial position or results of
operations.
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New Accounting Pronouncements — continued

GASB 51, Accounting and Financial Reporting for Intangible Assets, requires that all
intangible assets not specifically excluded by its scope provisions be classified as capital
assets. The statement also provides authoritative guidance on the nature of these
intangible assets. The requirements of this statement are effective for financial statements
for periods beginning after June 15, 2009. The provisions of this Statement generally are
required to be applied retroactively.

GASB 53, Accounting and Financial Reporting for Derivative Instruments, requires
governments measure most derivative instruments at fair value in their financial
statements and provides specific criteria that governments will use to determine whether
a derivative instrument will result in an effective hedge. The statement also provides
guidance of disclosures to provide a summary of the derivative instrument activity and
objectives for derivative instruments, their significant terms, and the associated risks. The
requirements of this statement are effective for financial statements for periods beginning
after June 15, 2009, with earlier application encouraged.
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Cash and Investments

Cash and investments of the City and South Central Solid Waste Authority (SCSWA) are
pooled, except for restricted funds generally held by outside custodians and certain
special revenue, debt service reserve, and capital projects funds. The pooled investment
account is not reported as a trust and agency fund. Each fund’s equity in the pooled
account is included in cash and investments on its balance sheet or statement of net
assets. Cash and investments of the city and SCSWA at June 30, 2009, were:

Cash and investments

Governmental activities $ 74,475,374
Business-type activities 42,364,901

Total primary government 116,840,275
South Central Solid Waste Authority 7,122,270

Restricted cash and investments

Governmental activities - restricted cash and investments 39,163,715
Business-type activities - restricted cash and investments 30,497,532

Total primary government 69,661,247
Fiduciary fund 6,142,382
South Central Solid Waste Authority 1,949,641
Total cash and investments $ 201,715,815

These cash and investments were comprised of the following:

Pooled Cash Other Cash

& Investments & Investments Total
Bank deposits $ (3,805,499) $ 213,906 $ (3,591,593)
Investments 110,719,136 94,227,419 204,946,555
Cash with fiscal agent - 39,656 39,656
Cash on hand - 7,635 7,635
Accrued interest 313,562 - 313,562
Total cash and investments $ 107,227,199 $ 94,488,616 $ 201,715,815

Bank Balance of Deposits
Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a
bank failure, the government’s deposits may not be returned to it. The City’s investment
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Bank Balance of Deposits

ordinance requires collateralization of 50% of the uninsured portion of the City’s deposits
with financial institutions. Securities pledged by financial institutions are accepted at
market value, except obligations of the state of New Mexico and its subdivisions, which
are accepted at par value. As of June 30, 2009, the City’s deposits, totaling $375,766, was
100% insured by FDIC, and thus was not exposed to custodial credit risk.

Investments

The City’s investment policy allows investment in: a) U.S. Treasury obligations; b) U.S.
government agency and instrumentality obligations; c) repurchase agreements whose
underlying securities and/or collateral consist of allowed investments described in (a) or
(b) above; d) commercial paper rated not less than A-1, P-1, F-1, or equivalent by a
nationally recognized rating agency; e€) pooled funds maintained by the State Treasurer;
and f) mutual funds whose portfolios consist solely of allowed investments. In addition,
the City may invest money identified as long-term in the pools of the New Mexico State
Investment Council subject to annual review and approval by the City Council.

Also, the City may invest money identified as long-term in the pools of the New Mexico
State Investment Council (SIC) subject to annual review and approval by the City
Council. The SIC is a component unit of the primary government of the State of New
Mexico. Fair value of the City’s position in the SIC pools is the same as the value of the
pool shares.

As of June 30, 2009, the City had the following investments:

Weighted Avg

Investment Type Fair Value = Maturity (Yrs)
Pooled Investments

Money market funds $ 13,870,209 0.08

Commercial paper 6,986,440 0.19

U.S. agency discount notes 70,529,770 0.42

U.S. agency coupon bonds 3,014,700 1.81

Collateralized mortgage obligations 3,160,887 0.92

U.S. Treasury notes 13,157,130 0.51
Total pooled investments 110,719,136 0.43
Telshor Facility Fund

Money market funds 124,072 0.02

U.S. agency discount notes 11,084,700 0.41

Subtotal fixed income investments 11,208,772 0.40

External investment equity pool 9,049,519 N/A
Total Telshor Facility Fund 20,258,291
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Weighted Avg

Investment Type Fair Value Maturity (Yrs)
Debt Service Fund

Money market funds 3,899,416 0.13

U.S. Treasury strips 502,788 1.87

U.S. Treasury bonds 777,083 6.88
Total Debt Service Fund 5,179,287 1.32
2005 GRT City Hall Fund

Money market funds 655,607 0.13
Convention Century Project Funds

Money market funds 25,199,028 0.13
Nonmajor Capital Projects Funds

Money market funds 13,213,246 0.13
Water and Wastewater Funds

Money market funds 24,355,429 0.13

U.S. Treasury bond 1,751,079 0.77

Flexible repurchase agreements 878,450 0.92
Total Water and Wastewater Funds 26,984,958 0.77
Solid Waste fund

Money market funds 1,714,041 0.13

U.S. Treasury notes 1,022,961 0.79

Total Solid Waste Funds 2,737,002 0.38

Total investments

$ 204,946,555

Interest Rate Risk. The City’s general investment policy is to apply the prudent investor
rule to manage its exposure to declines in fair value. One of the ways that the City
manages its exposure to interest rate risk is by purchasing a combination of relatively
shorter term investments and by timing cash flows from maturities so that a portion of the
portfolio is maturing or coming close to maturity evenly over time as necessary to

provide the cash flow and liquidity needed for operations.

Credit Risk. The City’s investment policy lists the criteria for selecting investments and
the order of priority as follows: 1) safety; 2) liquidity; and 3) yield. As of June 30, 2009,
the City’s investments in the senior unsecured debt and short-term discount notes of U.S.
agencies were rated AAA and A-1+, respectively, by Standard & Poor’s and Aaa and P-1
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Investments — continued

by Moody’s Investors Service. Mortgage-backed securities issued by U.S. agencies were
rated AAA by Standard & Poor’s and Aaa by Moody’s. Positions in commercial paper
were rated P-1 by Moody’s and A-1 or A-1+ by Standard & Poor’s. The City’s money
market fund investments were rated AAAm by Standard & Poor’s and/or Aaa by
Moody’s. The external investment pools of the NM State Investment Council are not
rated.

The City invests in the New Mexico State Treasurer’s Local Government Investment
Pool (LGIP). LGIP operates as a money market fund, maintaining a $1.00 per share net
asset value. On September 16, 2008 LGIP held investments in the Reserve Primary Fund,
which was downgraded from “AAA” to “D.” The amounts and timing of future
distributions from the Reserve Primary Fund are uncertain. LGIP provided for its
potential loss in that Fund by transferring proportionate amounts of the City’s
investments in LGIP as of September 16, 2008 to a Reserve Contingency Fund, a non-
performing fund that represents claims against future distributions of principal from the
Reserve Primary Fund. As of June 30, 2009, $734,328 of the City’s investments in LGIP
was in the Reserve Contingency Fund and was written down to a fair value of $0.00. On
October 7, 2009, the City recovered $138,668 of the amount written off for fiscal year
20009.

The City requires the balance in flexible repurchase agreements to be collateralized at
104% for direct obligations of the U.S. Government or the Government National
Mortgage Association and at 105% for other U.S. agency obligations.

Custodial Credit Risk. For an investment, custodial credit risk is the risk that, in the event
of the failure of the counterparty, the City will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party. The
City’s investment policy requires that securities held in street name with a broker or
dealer be insured, and that all other securities be held by the City or a third-party
safekeeping financial institution acting as trustee for the City. As of June 30, 2009, all of
the City’s securities are held by a third-party financial institution in the City’s name.

Concentration of Credit Risk. The City’s formal investment policy places no limit on the
amount the City may invest in any one issuer. As of June 30, 2009, 25% of the City’s
investment pool was in Federal Home Loan Bank (FHLB), 27% in Federal Home Loan
Mortgage Corporation (FHLMC), and 17% in Federal National Mortgage Association
(FNMA). Of the Telshor Facility Fund portfolio, 23% was in FHLMC, 10% in FHLB,
and 22% in FNMA.

66



4)

City of Las Cruces

Notes to Basic Financial Statements

Capital Assets

Primary Government

June 30, 2009

Capital asset activity for the City’s primary government for the year ended June 30, 2009,

was as follows:

Governmental activities
Capital assets not being depreciated
Land and land rights
Land improvements
Construction in progress

Total capital assets not being
depreciated

Other capital assets

Buildings and building improvements
Leasehold improvements

Airport runways

Park improvements

Machinery and equipment

Roads network

Flood control network

Total other capital assets at cost

Less accumulated depreciation for
Buildings and building improvements
Leasehold improvements
Airport runway
Park improvements
Machinery and equipment
Roads network
Flood control network
Total accumulated depreciation
Total other capital assets at
historic cost, net
Governmental activities
capital assets, net

Beginning Ending
Balance Increases Decreases Balance
$ 13,386,419 $ - $ - $ 13,386,419
19,137,374 - - 19,137,374
1,184,256 24,667,372 - 25,851,628
33,708,049 24,667,372 - 58,375,421

46,074,850 3,612,217
3,124,131 -
11,749,939 -
11,752,765 4,805,959
34,799,097 3,259,624
248,410,229 17,579,709
20,200,344 3,693,878

(34,112) 49,652,955

- 3,124,131

- 11,749,939

- 16,558,724
(1,537,819) 36,520,902
(112,872) 265,877,066
(10,928) 23,883,294

376,111,355 32,951,387

(1,695,731) 407,367,011

(13,972,723)  (1,390,298)

(991,475) (90,018)
(4,762,381) (376,041)
(1,000,988) (398,523)

(23,722,750)  (3,342,853)
(105,212,278)  (7,895,732)
(5,104,609) (556,539)

- (15,363,021)
- (1,081,493)
- (5,138,422)
- (1,399,511)
1,405,864  (25,659,739)
- (113,108,010)
- (5,661,148)

(154,767,204)  (14,050,004)

1,405,864  (167,411,344)

221,344,151 18,901,383

(289,867) 239,955,667

§ 255,052,200 $ 43,568,755 §

(289,867) §$ 298,331,088
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Business type activities
Capital assets not being depreciated
Land and land rights
Construction in progress

Total capital assets not being
depreciated

Other capital assets

Buildings and building improvements
Land improvements

Distribution and collection system
Utilities transmission

Machinery and equipment

Total other capital assets at cost

Less accumulated depreciation for
Buildings and building improvements
Land improvements

Distribution and collection system
Utilities transmission

Machinery and equipment

Total accumulated depreciation
Total other capital assets at cost, net

Business type activities
capital assets, net

June 30, 2009

Beginning Ending

Balance Increases Decreases Balance
$ 5,498,539 $ 61,080 $ - $ 5,559,619
2,192,101 11,432,482 (6,313) 13,618,270
7,690,640 11,493,562 (6,313) 19,177,889
4,543,302 - - 4,543,302
77,703 18,952 - 96,655
64,914,211 3,145,842 - 68,060,053
171,468,638 9,304,756 (872,916) 179,900,478
29,236,964 2,762,935 (4,857,979) 27,141,920
270,240,818 15,232,485 (5,730,895) 279,742,408
(2,462,382) (194,500) - (2,656,882)
(33,663) (4,487) - (38,150)
(27,082,978) (1,330,857) - (28,413,835)
(47,468,265) (4,286,251) 793,931 (50,960,585)
(21,017,699) (1,959,527) 4,670,518 (18,306,708)
(98,064,987) (7,775,622) 5,464,449  (100,376,160)
172,175,831 7,456,863 (266,446) 179,366,248
$ 179,866,471 $ 18,950,425 $ (272,759) $ 198,544,137

Certain amounts in the prior year financial statements footnotes have been reclassified to

conform to current year presentation.
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Primary Government — continued

Depreciation expense was charged to functions as follows:

General government

Facilities

Police

Fire

Community development

Public services

Public works

Gas

Water

Waste water

Solid waste

Other

In addition, depreciation on capital assets
held by the City's internal service
funds is charged to the various
functions based on their usage
of the assets

Total depreciation expense
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Business-
Governmental Type

Activities Activities
$ 313,823  $ -
853,655 -
1,167,306 -
650,294 -
30,588 -
1,272,619 -
9,469,058 -

- 1,877,364

- 2,018,618

- 2,430,031

- 668,867

- 498,449

292,661 282,293

§ 14,050,004 $

7,775,622
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Component Units
Capital asset activity for the Housing Authority for the year ended June 30, 2009, was as

follows:
Beginning Ending
Balance Increases Decreases Balance
Capital assets not being depreciated
Land $ 4542935 § 306,964 $ (45,027) § 4,804,872
Construction in progress 114,422 435,153 - 549,575
Total capital assets not being
depreciated 4,657,357 742,117 (45,027) 5,354,447
Other capital assets
Site improvements 4,795,509 103,265 (53,195) 4,845,579
Structures and improvements 25,171,880 161,998 (456,539) 24,877,339
Equipment 973,494 7,211 (75,273) 905,432
Total other capital assets at cost 30,940,883 272,474 (585,007) 30,628,350
Less accumulated depreciation for
Site improvements (2,011,371) (138,583) 89,013 (2,060,941)
Structures (6,823,846) (870,843) 83,547 (7,611,142)
Equipment (322,679) (19,978) - (342,657)
Total accumulated depreciation (9,157,896) (1,029,404) 172,560 _ (10,014,740)
Total other capital assets at cost, net 21,782,987 (756,930) (412,447) 20,613,610
Total capital assets, net $ 26,440,344 §$ (14,813) $ (457,474) $§ 25,968,057
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Capital asset activity for SCSWA for the year ended June 30, 2009, was as follows:
Beginning Ending
Balance Increases Balance
Capital assets not being depreciated
Land $ 807,276 $ - $ 807,276
Landfill cell/site - construction in progress 1,805,235 125,538 1,930,773
Total capital assets not being depreciated 2,612,511 125,538 2,738,049
Other capital assets
Buildings 4,133,043 108,205 4,241,248
Equipment 4,969,912 1,171,882 6,141,794
Infrastructure 1,056,988 - 1,056,988
Landfill cell/site 4,523,315 - 4,523,315
Total other capital assets at cost 14,683,258 1,280,087 _ 15,963,345
Less accumulated depreciation for
Buildings 1,542,536 152,110 1,694,646
Equipment 3,179,641 653,274 3,832,915
Landfill cell/site 4,086,660 94,082 4,180,742
Infrastructure 290,672 26,425 317,097
Total accumulated depreciation 9,099,509 925,891 10,025,400
Total other capital assets at cost, net 5,583,749 354,196 5,937,945
Total capital assets, net $ 8196260 $§ 479,734 $§ 8,675,994
5) Receivables and Payables
Governmental activities receivables are as follows at June 30, 2009:
2005 Gross Las Cruces Other Internal Total
General Sonoma Receipts Convention  Governmental Service Governmental
Fund Ranch Tax-City Hall Center Funds Funds Activities
Accounts $ 478,796 $ - $ - - $ 884,709 $ 28,892 § 1,392,397
Dockets 6,028,322 . . . . - 6,028,322
Interest - - 687 - 7,488 - 8,175
Contracts - - - - 1,060,170 - 1,060,170
Special assessments - 7,891,641 - - 845,802 - 8,737,443
Less: allowance for
doubtful accounts (5,760,000) - - - - - (5,760,000)
Total governmental
receivables $ 747,118 $7,891,641 $ 687 $ - % 2,798,169 $ 28,892 $ 11,466,507
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Receivables and Payables — continued

Special assessments receivables represent amounts due from local developers to
reimburse the City for the construction of subdivisions or other improvements for
residential development. Though a majority of special assessments are not scheduled for
collections within the next fiscal year, the amounts are expected to be fully collected.

Business-type activities receivables are as follows at June 30, 2009:

Allowance Accounts
Accounts  for Doubtful Receivable,

Receivable  Accounts Net

Gas $ 3,421,714  $(1,040,980) $ 2,380,734
Water 1,716,645 (523,750) 1,192,895
Wastewater 1,257,153 (459,416) 797,737
Solid waste 1,332,330 (463,358) 868,972
Other enterprise funds 4,882 - 4,882
Internal service funds 20,284 - 20,284

Total business-type activities receivables $ 7,753,008 $(2,487,504) $ 5,265,504

Governmental activities accounts and contracts payable and accrued liabilities at June 30,
2009, were as follows:
Total
Accounts
Payables
Salaries and Accrued
Vendors and Benefits  Liabilities

General Fund $2,419,840 $ 2,029,983 $ 4,449,823
2005 Gross Receipts Tax-City Hall 1,761 - 1,761
Las Cruces Convention Center 92,650 - 92,650
Other governmental 3,295,141 303,673 3,598,814
Internal service funds 165,501 48,476 213,977

Total governmental activities payables and accrued liabilities $5974893 §$§ 2,382,132 $ 8,357,025
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Receivables and Payables — continued

Business-type activities accounts and contracts payable and accrued liabilities at June 30,
2009, were as follows:

Total
Accounts
Payables
Salaries Accrued Taxes and Accrued
Vendors  and Benefits Interest Payable Liabilities

Business-type activities

Gas § 496,658 § 125,057 $ - $§ 49972 § 671,687
Water 378,120 107,362 184,698 68,233 738,413
Wastewater 67,290 107,840 135,008 36,685 346,823
Solid waste 8,538 73,685 14,387 42,247 138,857
Other enterprise funds 4,288 68,762 - 2,837 75,887
Internal service funds 95,873 44,476 - - 140,349
Total business-type activities
payables and accrued liabilities $1,050,767 $ 527,182 $ 334,093 $ 199974 $2,112,016
Risk Management

The City is exposed to various risks of loss related to torts and civil rights claims
(including law enforcement and employment related exposures); theft, damage and
destruction of its real and personal assets; workers’ compensation losses; errors and
omissions of City officers and officials; and natural disasters. The City uses the insurance
fund (an internal service fund) to account for and finance its uninsured risks of loss. At
various periods in past years, certain risk exposures were insured and the City continues
to benefit from case coverage on claims that were incurred during those claim years.

The insurance fund tracks claims on a fund by fund basis and assesses charges to each
fund based on historical claims experience and the need to establish a reserve for
unanticipated catastrophic losses. The claims liabilities reported in the insurance fund are
based on the requirements of Governmental Accounting Standards Board Statement No.
10, which requires that a liability for claims be reported if information prior to the
issuance of the financial statements indicates that it is probable that a liability has been
incurred at the date of the financial statements and the amount of the loss can be
reasonably estimated.

The risk of loss associated with actions of employees resulting in damage to persons or
property of others is subject to limitations of the New Mexico State Tort Claims Act. The
self-insurance fund uses excess insurance agreements to reduce its exposure to large
losses from employee on-the-job injuries. Excess insurance permits recovery of a portion
of losses from the excess insurer, although it does not discharge the primary liability of
the fund as direct insurer of the risks.
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Risk Management — continued

Self-insurance premiums and program costs (claims, fees, and transfers to other funds,

less reimbursed expenses) were:

Health program costs

Workers' compensation premiums
Workers' compensation program costs

Liability insurance premiums
Liability program costs

Unemployment insurance premiums
Unemployment program costs
Judgments insurance premiums

Judgments program costs

Total premiums
Total program costs

Changes in the insurance fund’s claims liabilities were:

Claims liabilities, beginning of year
Current year claims and changes in estimates
Payment of claims liabilities

Claims liabilities, end of year
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2009 2008
$ 58814 $ 35,976
(3,106,599)  (2,262,939)
2,313,978 2,156,630
(1,019,751)  (1,136,836)
1,187,645 1,184,940
(160,272) (60,000)
116,357 50,260
(400,000) (400,000)
484,813 142,495
$ (4,686,622) $ (3,859,775)
$ 4,161,607 $ 3,570,301

2009 2008
$ 6,349,019 $ 5828491
4,161,607 3,570,301
(3,592,824)  (3,049,773)
$ 6917802 $ 6,349,019
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Long—Term Liabilities

Primary Government
Changes in long-term liabilities are as follows:

Primary Government

Amount
Beginning Ending Due Within
Balance Increases Decreases Balance One Year
Governmental activities
Sales tax revenue bonds $ 54,125,000 $ - $ (5,175,000) $ 48,950,000 $ 4,805,000
Unamortized discount/ premiums on
bonds/notes 208,925 185,715 (47,961) 346,679 47,961
Notes payable 42,333,919 9,563,719 (2,894,187) 49,003,451 2,749,567
Capital lease 554,258 - (229,349) 324,909 243,087
Pollution remediation obligation
see (Note 10) 6,890,106 - - 6,890,106 -
Claims andjudgments 4,612,577 470,812 - 5,083,389 1,367,699
Compensated absences 3,007,509 3,554,641 (3,602,703) 2,959,447 591,426
111,732,294 13,774,887  (11,949,200) 113,557,981 9,804,740
Business-type activities
Utility revenue bonds 50,200,000 17,575,000  (23,140,000) 44,635,000 3,410,000
Unamortized discount/premium on
utility revenue bonds (99,490) 175,471 (48,6006) 27,375 -
Capital leases 74,147 - (9,000) 65,147 65,147
Claims and judgments 1,601,951 232,267 - 1,834,218 493,876
Notes payable 26,069,790 1,708,755 (292,080) 27,486,465 440,159
Estimated post closure costs 2,912,231 - (1,032,231) 1,880,000 1,272,000
Compensated absences 1,003,383 1,062,507 (1,154,443) 911,447 181,843
81,762,012 20,754,000  (25,676,360) 76,839,652 5,863,025
Total long-term liabilities $ 193,494,306 $ 34,528,887 $(37,625,560) $ 190,397,633 § 15,667,765

Compensated absences typically have been liquidated in the fund to which the employees
are assigned. Claims and judgment liabilities have typically been liquidated in the general

and the self-insurance fund (an internal service fund).

Description of Bonds

Gross Receipts Tax and Gasoline Tax Revenue Bonds—In 1999, the City issued the
Gross Receipts Tax Revenue Bonds, Series A, for street projects and to refund 1991 Sales
Tax Revenue Bonds (for interest savings). The City also issued Gross Receipts Tax
Revenue Bonds, Series B, for flood control projects. These bonds are secured by a pledge
of certain future gross receipts tax through maturity. For the current year, such pledged
revenues totaled $12.3 million while principal and interest paid were $1,350,000 and
$272,295 for Series A and $510,000 and $171,695 for Series B, respectively.
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Long—Term Liabilities — continued

Description of Bonds — continued

In 2000, Gasoline Tax Revenue Bonds, Series A, were issued to fund various street
projects. The bonds are payable from gasoline tax revenues distributed monthly by the
State of New Mexico to the City and are secured by such revenues through maturity.
Such revenues totaled $1,500,597 in 2009. Principal and interest paid on the bonds for
the current year were $345,000 and $176,398.

Gross Receipts Tax Refunding and Improvement Revenue Bonds, Series 2003, were
issued to fund facilities and park improvement projects, acquire street lighting systems,
and refinance the outstanding Gross Receipts Tax Refunding Revenue Bond, series 1992.
These bonds are secured through maturity by state shared gross receipts tax revenues.
Such revenues were $30.8 million in 2009. For the current year, principal and interest
paid on the bonds were $1,115,000 and 253,860, respectively.

In 2004, the City issued the South Central Solid Waste Authority Environmental Gross
Receipts Tax/Project Revenue Bonds with the purpose of refunding the outstanding 1995
Series. The bond is payable from and secured through maturity by a portion of the
Authority net revenues which totaled $1.5 million in 2009. The bond issue is secondarily
secured by the environmental gross receipts tax of the City. For the current year, such
pledged revenues totaled $1,519,556 while principal and interest paid were $640,000 and
$198,766.

Gross Receipts Tax Revenue Bonds, Series 2005, were issued to fund public parks and
recreational facilities, improve streets, acquire public buildings, construct and furnish
public buildings, and fund the environmental remediation of public property. These
bonds are secured by certain gross receipts tax revenues through maturity. Such revenues
were $6,075,852 in 2009. For the current year, principal and interest paid on the bonds
were $1,215,000 and $1,307,005, respectively.
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Long—Term Liabilities — continued

Description of Bonds — continued
Bonds payable are summarized as follows:

Original Balance
Type Purpose Date Due Issue Outstanding Rates
Street projects and
Gross receipts tax revenue refunding 07/15/99 2014 $ 10,075,000 $ 4,085,000 4.25-5.05
Gross receipts tax revenue Flood control 07/15/99 2014 7,040,000 2,955,000 4.25-5.0
Gasoline tax revenue Street projects 12/04/00 2016 5,110,000 2,990,000 4.8-5.5
Component unit revenue Construction of South
and environmental Central Solid Waste
gross receipts tax Facilities 09/14/04 2016 7,980,000 5,110,000 3.0-4.0
Facilities and park
improvements and
) ) refunding recreational
Gll”oss receipts tax refunding and facilities and improve
improvement revenue streets 05/29/2003 2018 12,800,000 4,985,000  2.0-5.0
Gross receipts tax revenue 09/14/2005 2035 33,000,000 28,825,000 3.5-4.5

$ 76,005,000 $ 48,950,000

Debt Service Requirements
Future debt service requirements for governmental activities revenue bonds are:

Year Ending June 30, Principal Interest
2010 $ 4,805,000 $ 2,150,279
2011 4,485,000 1,944,401
2012 4,710,000 1,753,657
2013 4,255,000 1,551,603
2014 4,200,000 1,364,486
2015-2019 10,950,000 4,352,532
2020 - 2035 15,545,000 6,513,489

$ 48,950,000 §$ 19,630,447

Defeased Bonds

During prior fiscal years, the City entered into various advance refunding transactions
related to certain of its bonded debt. A portion of the proceeds of the refunding issues
was placed in trust and used to purchase securities of the U.S. government and related
agencies at various interest rates and maturities sufficient to meet all debt service
requirements of the refunded debt. The assets are administered by trustees and are
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Long—Term Liabilities — continued

Defeased Bonds — continued

restricted for retirement of refunded debt. The liability for the refunded bonds and the
related securities and escrow accounts are not included in the accompanying financial
statements since the City defeased its obligation for the payment of the refunded bonded
debt upon completion of the refunding transactions.

Bond issues that are outstanding but have been defeased and are payable from escrow
accounts are:

Joint utility revenue, series 1992 $ 1,670,000
Sales tax, series 1991 1,215,000
Sales tax, series 1995 39,085,000
Joint utility revenue, series 1997A 18,700,000

$ 60,670,000

Nonrecourse (Conduit) Debt

The City has issued Industrial Revenue Bonds to provide financial assistance to private-
sector entities for the acquisition and construction of industrial and commercial facilities
deemed to be in the public interest. The bonds are secured by the property financed and
are payable solely from payments received on underlying mortgage loans. The City is not
obligated for repayment of the bonds. Accordingly, the bonds are not reported as
liabilities in the accompanying financial statements. As of June 30, 2009, there were five
series of Industrial Revenue Bonds outstanding, with an aggregate principal amount
payable of $39,960,457.

Arbitrage
Under U.S. Treasury Department regulations, all governmental tax-exempt debt issued

after August 31, 1986, is subject to arbitrage rebate requirements. The requirements
stipulate, in general, that the earnings from the investment of tax-exempt bond proceeds,
which exceed related interest expenditures on the bonds, must be remitted to the federal
government on every fifth anniversary of each bond issue. The City periodically engages
an independent consultant to determine whether the City has an arbitrage liability. No
arbitrage liability is reported in the financial statements as of June 30, 2009.
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Governmental Activities Notes Payable
Details of governmental activities notes payable are:

Original Balance
Type Purpose Date Due Issue Outstanding Rates
Street and arroyo
2006 NMFA Note improvements 12/16/2006 2021 $ 9,985,448 § 8,637,379 3.56-4.10%
Public works
2006 NMFA Note equipment 11/10/2006 2014 1,865,251 1,313,462 3.31-3.51%
2006 NMFA Note  Fire apparatus 11/10/2006 2014 816,777 574,799 3.31-3.51%
2007 NMFA Note  Convention center 10/19/2007 2032 27,361,565 26,356,189  3.7-4.1%
2007 NMFA Note  Street improvements  11/16/2007 2017 3,590,000 1,730,000 3.69-4.02%
2007 NMFA Note  Patch and bucket truck 11/16/2007 2015 336,232 274,629 3.66%
2007 NMFA Note  Fire pumper truck 11/16/2007 2016 896,598 798,271 3.67-3.91%
2008 NMFA Note  Flood control 12/23/2008 2016 4,563,829 4,318,832 3.197
2009 NMFA Note  Parking deck 1/23/2009 2021 4,999,890 4,999,890 4.829

$54,415,590 $49,003,451

2007 NMFA - Fire Truck and 2007 NMFA Convention Center are secured through
maturity by fire protection fund revenues and convention center customer fee and lodgers
tax revenues, respectively, which totaled $2.8 million in 2009. Principal and interest paid
for the current year were $426,967 and $766,105, respectively. The remaining notes
payable in the table above are secured through maturity by a certain gross receipts tax
revenues which generated $12.3 million in 2009, $6.1 million from 1980 Gross Receipt
Tax and $6.2 million from 1990 Gross Receipt Tax at a percentage of “. Principal and
interest paid on the notes in the current year were $2,117,522 and $654,004, respectively.
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Debt Service Requirements
Future debt service requirements for governmental activities notes payable are:

Year Ending June 30, Principal Interest
2010 $ 2,749,567 § 2,033,175
2011 3,158,485 1,938,838
2012 3,237,924 1,829,583
2013 3,327,341 1,709,205
2014 3,421,796 1,581,206
2015-2019 12,948,789 6,096,568
2020-2032 20,159,549 6,461,605

$ 49,003,451 § 21,650,180

Joint Utility Revenue Bonds
In 2005, the City issued $11.05 million in joint utility revenue bonds (Series 2005) to
provide funds for water expansion projects.

In 2006, the City issued $17,575,000, in joint utility revenue bonds (Series 2006). Certain
proceeds of this issuance were deposited in the Acquisition Fund and used to finance the
acquisition, installation, and construction of water and waste water capital improvements.
Additionally, certain proceeds were used to fund the Reserve Requirement and pay costs
of issuance relating to these Bonds.

In 2009, the City issued $17.6 million in joint utility refunding revenue bonds (Series
2009), with an average interest rate of 2.82%, to defease $18.2 million of outstanding
1997 Series bonds and refund $2.0 million of outstanding 2000 Series bonds. The 2009
Series bonds are secured by, and payable exclusively from, the net revenues of the utility
system. Bond proceeds of $17.7 million plus an additional $5.1 million of 1997 and 2000
sinking fund monies were used to purchase U.S. government securities to defease $18.7
million of the 1997 Series bonds and to advance refund $2.0 million of the 2000 Series
bonds. These monies contemporaneously funded a reserve account for the Series 2009
Bonds and paid all costs and expenses pertaining to their issuance.

The securities for the 1997 Series bonds were deposited in an irrevocable trust with an
escrow agent to provide for one refunding debt service payment on the 1997 Series
bonds. As a result, all of the 1997 Series bonds are considered to be defeased and the
liability for those bonds has been removed from the enterprise fund liabilities.
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Joint Utility Revenue Bonds — continued

The 2000 series bonds were called and fully refunded using the proceeds of the Series
2009 bonds. The liability for the 2000 series bonds has been removed from the enterprise
fund liabilities.

The advance refunding resulted in a difference between the reacquisition price and the
net carrying amount of the old debt of approximately $940,000. The advance refunding
will reduce the present value of the total debt service payments over the following 7 years
by approximately $3.6 million resulting in an economic gain (difference between the
present values of the old and new debt service payments) of approximately $1.7 million.

Additional information is available in the City of Las Cruces, New Mexico Joint Utility
Refunding Revenue Bonds Series 2009 Official Statement.

Schedule of Bonded Indebtedness—Joint Utility Revenue Bonds

Original Interest
Purpose Date Due Issue Outstanding Rates
Series 2005
system expansion 7/13/05 2025 $ 11,050,000 $ 10,155,000 3.5-4.125
Series 2006
system rehabilitation 8/29/06 2026 17,575,000 16,905,000 4.2-4.6
Series 2009
refunding bond 4/14/09 2016 17,575,000 17,575,000 2.75-3

$ 46,200,000 $ 44,635,000

Future debt service requirements for business-type activities revenue bonds are:

Year Principal Interest Total
2010 $ 3,410,000 $§ 1,694,435 § 5,104,435
2011 3,600,000 1,515,054 5,115,054
2012 3,720,000 1,393,579 5,113,579
2013 3,845,000 1,268,029 5,113,029
2014 3,965,000 1,151,748 5,116,748
2015-2019 13,115,000 4,020,535 17,135,535
2020-2026 12,980,000 2,259,344 15,239,344

$ 44,635,000 $ 13,302,724 $§ 57,937,724
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Joint Utility Revenue Bonds — continued

The 1997 revenue bond ordinance provides that the net revenue of the City’s utility
systems shall be used to service the debt and shall be at least 133% of the maximum
outstanding debt requirements for the utility system; the 2000B revenue bond ordinance
requires 125% of the maximum outstanding debt requirements, including those of the
1997 bonds. These debt coverage requirements hold true for the 2005 Series and the 2006
Series Bonds as well. These bonds are not a general obligation to the City, but are
payable and collectable solely out of the net revenues of the systems. Net revenue as
defined in the bond ordinances means the revenue after deducting operation and
maintenance expenses. Operation and maintenance expenses include all reasonable and
necessary current expenses of the City, paid or accrued, for operating, maintaining, and
repairing the system; and shall include, without limiting the generality of the foregoing,
legal and overhead expenses of the various City departments directly related and
reasonably allocable to the administration of the system, insurance premiums, the
reasonable charge of depository banks and paying agents, contractual services,
professional services required by this ordinance, salaries and administrative expenses,
labor, the cost of materials and supplies used for current operation; but shall not include
any allowance for depreciation, payments in lieu of taxes, liabilities incurred by the City
as a result of its negligence in the operation of the system, improvements, extension,
enlargements or betterment, or any charges for the accumulation of reserves for capital
replacements. The net revenue for the fiscal year ended June 30, 2009, exceeded the
maximum annual debt service requirement. Bond reserve accounts have been established
to accumulate funds with which to make principal and interest payments on outstanding
revenue bonds.

The bond ordinances provide that any monies in any fund or account may be invested in
any legal investment permitted by law, with stipulation that investments of amounts in
the escrow account will be made only in federal securities. The obligations so purchased
as an investment of monies in a fund or account will be deemed at all times to be part of
such fund or account, and the interest accruing thereon and any profit realized there from
will be credited to the fund or account, and any loss resulting from each investment will
be charged to the fund or account. The City Treasurer will present for redemption or sale
on the prevailing market any obligations so purchased as an investment of monies in the
fund or account whenever it will be necessary to do so in order to provide monies to meet
any payment or transfer from such fund or account.
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Joint Utility Revenue Bonds — continued

Bond covenants require reporting of the number of utility customers served, which were
the following at June 30, 2009:

Water Wastewater Gas Solid Waste

Residential 27,580 27,175 28,003 27,558
Commercial/other 2,941 2,154 2,515 2,906
Total 30,521 29,329 30,518 30,464

Business-Type Activities Notes Payable

The notes payable of the business-type activities are paid from the net revenues of the
system. City ordinance 1593, adopted by the City Council on December 18, 1996
provides authority for the City to issue additional debt with a parity lien on the pledged
revenues of the utility system.

A comparison of the pledged revenues recognized during the year with the required debt
service for the year is presented in the Pledged-Revenue Bond/Note Coverage Schedule
located in the statistical section.

Details of business-type activities notes payable are:

Original Balance
Type Purpose Date Due Issue Outstanding Rates
2003 NMFA Note Well 46 project 6/13/2003 2013 $ 222222 % 98,819 .88 -3.49%
2005 NMFA Note Roughing filters 10/18/2004 2024 419,480 343,448 1.26-4.51%
2005 NMFA Note Manholes 1/7/2005 2024 278,713 228,629 1.26-4.51%
2006 NMFA Note Well improvements 5/25/2006 2026 268,552 241,820 3.14-3.99%
2007 NMFA Note Water tank 7/6/2007 2027 2,139,117 2,139,117 3.37-3.75%
2007 NMFA Note Recycling program 7/6/2007 2015 1,111,112 890,389 3.54-3.75%
2007 NMFA Note Water reclamation 7/6/2007 2027 6,311,058 6,311,058 3.37-3.75%
Water reclamation
2007 NMFA Note Phase II 12/21/2007 2027 3,139,919 3,139,919 3.4-4.53%
Water system
2007 NMFA Note improvement 12/21/2007 2027 12,483,206 12,483,206 3.4 -4.53%
Vehicle Maintenance
2008 NMFA Note Shop 9/12/2008 2018 1,708,755 1,610,060 1.9-3.85%

$ 28,082,134 § 27,486,465
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Business-Type Activities Notes Payable — continued
Future debt service requirements for business-type activities notes payable are:

Year Ending June 30, Principal Interest
2010 $ 440,159 § 1,155,043
2011 451,093 1,141,399
2012 463,050 1,126,705
2013 475,865 1,111,126
2014 462,607 1,094,730
2015-2019 6,733,401 5,050,578
2020-2027 18,460,287 3,846,247

$ 27,486,462 § 14,525,828

Capital Leases
The City is obligated under certain leases accounted for as capital leases. Significant

capital lease commitments at June 30, 2009, are as follows.

Lease
Description Cost Term Date
Loader $ 112,000 60 months Dec 2003
ALF 148 pumper 295,062 108 months March 2002
ALF 148 pumper 295,062 108 months March 2002
Aerial truck 606,306 108 months August 2002
ALF 148 pump truck 295,062 108 months September 2002
ALF 148 pump truck 295,062 108 months September 2002
S 1898554
As of June 30, 2009, future minimum lease payments on the above capital lease are as
follows:
Year Ending June 30, Amount
2010 $ 308,234
2011 81,822
Total minimum payments 390,056
Less: interest (24,363)
Present value of net minimum lease payments $ 365,693
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Capital [eases — continued
Depreciation expense on the above leased equipment was $155,450 for the year ended
June 30, 2009, and accumulated depreciation was $660,643 as of year-end.

The loader and fire equipment listed in the preceding table are being leased from John
Deere Credit and Mercedes Benz Credit Corporation and Daimler Chrysler Services,
respectively. In the event that sufficient funds are not appropriated in any fiscal year, the
City may terminate the lease and return the equipment to the lessor on the last day of the
year in which funds were appropriated.

Component Units
Changes in long-term liabilities for the Housing Authority during the year ended June 30,
2009, are as follows:

Amount
Beginning Ending Due Within
Description Balance Increases Decreases Balance One Year
LCHDC Mortgage
Revenue Bond (Series 2005) $ 2,406,804 $ - $ 158,764 $ 2,248,040 $ 167,464
Note payable - Gallup Federal
Savings Bank 401,211 - 14,434 386,777 15,525
Note payable - Wells Fargo Bank 361,279 - 9,942 351,337 11,199
Note payable - First Federal Bank 276,221 - 8,073 268,148 8,803
Note payable - Firstlight Federal
Credit Union 131,718 - 1,927 129,791 1,638
Loan agreements 12,642,084 - 5,848,345 6,793,739 883,691
Total $16,219,317 § - $ 6,041,485 $10,177,832 $ 1,088,320

Changes in long-term liabilities of SCSWA for the year ended June 30, 2009, are as
follows:
Amount
Balances Balances Due Within
June 30, 2008 Increases Decreases  June 30, 2009 One Year

Long-term debt
Due to City of Las Cruces $ 4,952,000 $ - $ 640,000 $ 4,312,000 $ 660,000

Other noncurrent liabilities
Estimated landfill closure/
postclosure liability 1,693,120 57,760 - 1,750,880 -
Compensated absences 87,146 8,917 10,801 85,262 17,052

$ 6,732,266 $ 66,677 § 650,801 § 6,148,142 § 677,052
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Primary Government
Governmental interfund receivables and payables as of June 30, 2009, are as follows:

Interfund Interfund
Receivable Payable Total

Governmental activities
General fund

Nonmajor governmental funds $ 6,250,774 $ -

Las Cruces Convention Center Fund 801,336 - $ 7,052,110
Nonmajor governmental funds

General fund - (7,052,110) (7,052,110)

Total governmental activities $ 7,052,110 $ (7,052,110) $ -

Business-Type Activities
Business-type activities receivables and payables as of June 30, 2009, are as follows:

Interfund Interfund
Receivable Payable Total
Business-type activities
Major enterprise funds
Gas Fund $ 947,500 $ - $ 947,500
Solid Waste Fund - (212,500) (212,500)
Water Fund - (2,045,947) (2,045,947)
Waste Water Development Fund 1,310,947 - 1,310,947
Total business-type activities $ 2258447 $ (2,258,447) $ -
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Interfund Transfers
Interfund transfers for the year ended June 30, 2009, consisted of the following:

Transfers to general fund from

Nonmajor governmental funds $ 1,263,831
Internal service funds 3,978
Nonmajor enterprise funds 15,500

Total transfers to the general fund $ 1,283,309

Transfers to nonmajor governmental funds from

General fund $ 10,109,446
Nonmajor governmental funds 9,695,435

Total transfers to the nonmajor governmental funds $§ 19,804,881

Transfers to the water fund from

Waste water fund $ 420,582
Total transfers to the water fund $ 420,582
Transfers to the waste water fund from
Nonmajor governmental funds $ 443,568
Water fund 672,793
Total transfers to the waste water fund $ 1,116,361
Transfers to solid waste fund from
Nonmajor governmental funds $ 1,000,000
Total transfers to the solid waste fund $ 1,000,000

Transfers to nonmajor enterprise funds from

General fund $ 2,324,000
Gas fund 54,400
Nonmajor governmental funds 251,752
Total transfers to the nonmajor enterprise funds $ 2,630,152
Transfers to internal service funds from
General fund $ 709,552
Total transfers to internal service funds $ 709,552

Transfers from the general fund to

Nonmajor governmental funds $ (10,109,446)
Nonmajor enterprise funds (2,324,000)
Internal service funds (709,552)

Total transfers from the general fund $ (13,142,998)

Transfers from nonmajor governmental funds to

General fund $ (1,263,831)
Nonmajor governmental funds (9,695,435)
Waste water water reclamation project fund (295,200)
Waste water capital improvement fund (148,368)
Solid waste fund (1,000,000)
Nonmajor enterprise funds (251,752)

Total transfers from the nonmajor governmental funds $ (12,654,586)
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Interfund Transfers — continued

Transfers from the gas fund to

Nonmajor enterprise funds $ (54,400)
Total transfers from the gas fund $ (54,400)
Transfers from the water fund to
Waste water fund $  (672,793)
Total transfers from the water fund $  (672,793)
Transfers from the waste water fund to
Water fund $  (420,582)
Total transfers from the waste water fund $ (420,582)
Transfers from nonmajor enterprise funds to
General fund $ (15,500)
Total transfers from nonmajor enterprise funds $ (15,500)
Transfers from the internal service funds to
General fund $ (3,978)
Total transfers from the internal service funds $ (3,978)

Transfers are used to (1) move revenues from the fund that statute or budget requires to
collect them to the fund that statute or budget requires to expend them, (2) move receipts
restricted to debt service from the funds collecting the receipts to the debt service fund as
debt service payments become due, and (3) use unrestricted revenues collected in the
General fund to finance various programs accounted for in other funds in accordance
with budgetary authorizations.

Component Units
Interfunds between the Authority and its component units are as follows:

December 31, 2008

Montana Montana Stone
Senior Senior Mountain
Village, LLC  Village Il Place LP Total
Payables to Housing Authority $ 680,226 $ 1483941 § 256,574 § 2,420,741
Receivable from component units, net 1,290,974
Total internal balances $ 3,711,715

Interfunds between the Housing Authority and its component units are different because
they have different fiscal year-ends.
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Contingent Liabilities

The City receives financial assistance from federal and state grants and entitlements.
Amounts received or receivable from grantor agencies are subject to audit and adjustment
by grantor agencies. Any disallowed claims, including amounts already collected, may
constitute a liability of the applicable funds. The City believes that liabilities resulting
from disallowed amounts will not have a material effect on the City’s financial
statements.

The City is a defendant in various lawsuits. Management estimates that balances
available in the self-insurance fund are sufficient to settle such lawsuits. Management is
not aware of any other pending or threatened litigation that would adversely affect the
City’s financial position.

Pollution Remediation Obligation

Certain property owned by the City has been declared a Superfund Site by the
Environmental Protection Agency (EPA). The EPA has determined that the City is a
responsible party along with Dofia Ana County, which also owns part of the
contaminated property. On April 20, 2005, the City and Dofia Ana County established a
memorandum of understanding for a Joint Superfund Project (JSP) to work
collaboratively with the EPA to complete the Remedial Investigation and Feasibility
Study (RIFS) within the Superfund process. In December 2004, the JSP submitted a
good-faith offer to the EPA for a Funding Agreement to achieve this objective. In April
2005, a negotiated funding agreement in the amount of $800,000, payable to the EPA to
complete the RIFS, was signed. In October 2005, the EPA and its contractor began the
remaining fieldwork, which was completed in fiscal year 2007. As a result of this study,
the City accrued a liability of $6,890,106 to pay its share of the pollution remediation
cost, as follows:

Total City's

Obligation Portion
Capital assets $ 5,151,978 § 2,575,989
Operating costs 1,459,664 729,832
Completion costs 7,168,571 3,584,285

$ 13,780,213 § 6,890,106

During fiscal year 2009, JSP worked with attorneys, Marten Group, to “negotiate” an
acceptable order or decree from EPA to conduct the clean-up, resolve financial matters,
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Pollution Remediation Obligation — continued

and to investigate other responsible parties, for which substantive evidence has been
provided to the EPA. The services of a supervising contractor/engineer to design and
construct the remediation system have been procured. During fiscal year 2009 sampling
of selected monitoring wells was conducted to provide additional data for continued
development of the groundwater model by technical consultants. This model will be used
to assist in design and operations of the remediation system.

The pollution remediation obligation is reported in long-term liabilities in the statement
of net assets (see Note 7). All of the accrued costs have been expensed and are included
in the general government function on the statement of activities.

The City and County each received a $3.5 million loan from the New Mexico Finance
Authority (NMFA) to cover some of the costs of the pollution remediation project. The
City and County also received $243,000 in grant funds from the New Mexico
Environment Department. $171,999 was applied to engineering costs in fiscal year 2009.

In subsequent years, the plan calls for the sale of potable water, a by-product of the
remediation process, to cover operating and administrative costs. Additionally, EGRT
funds may be used for this project.

Deferred Compensation Plan

The City offers its employees a deferred compensation plan created in accordance with
Internal Revenue Service Code Section 457. The plan, available to all City employees,
permits them to defer taxation on a portion of their salary until future years. The deferred
compensation is not available to employees until termination, retirement, death, or
unforeseeable emergency. All amounts of compensation deferred under the plan, all
property and rights purchased with those amounts, and all income attributable to those
amounts, property, or rights are solely the property and rights of the plan participants.

The City has 592 active participants in the plan as of June 30, 2009.

Employee Benefit Plans

Retirement Plan

Substantially all of the City of Las Cruces employees who work 20 or more hours a week
participate in a defined benefit contributory retirement plan through the Public
Employees Retirement Act of the State of New Mexico, a cost-sharing multiple employer
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Employee Benefit Plans — continued

Retirement Plan — continued

public employee retirement system administered by the Public Employees Retirement
Association (PERA). Benefit provisions are established and may only be amended by
state statute. Information pertaining to the actuarially computed present value of vested
accumulated plan benefits and nonvested accumulated plan benefits, the plan’s net assets
available for benefits and the assumed rate of return used in computing the present value,
and ten-year historical trend information presenting PERA’s progress in accumulating
sufficient assets to pay benefits when due is not available by individual government
agencies participating in the plan. Actuarial pension data for the State of New Mexico, as
employer, is provided at the state-wide level in a separately issued audit report of PERA.
The report may be obtained by writing to PERA, PO Box 2123, 1120 Paseo de Peralta,
Santa Fe, NM 88504-2323.

Retirement Eligibility

Eligibility for receiving the monthly benefit equal to the number of years of credited
service x 3.0% (3.5% for police and fire plan employees) of their final average monthly
salary, the 36 consecutive months of credited service producing the largest average, is as
follows:

Employees may retire at: any age with 25 or more years of credited service; or age 60 or
older with 20 or more years of credited service; with the exception of police and fire plan
employees who may retire at any age with 20 or more years of credited service. All
employees are eligible for retirement at: age 61 or older with 17 or more years of credited
service; or age 62 or older with 14 or more years of credited service; or age 63 or older
with 11 or more years of credited service; or age 64 or older with eight or more years of
credited service; or age 65 or older with five or more years of credited service. Benefits
vest after five years of credited service.

Disability Benefits

Members or vested former members with five or more years of credited service will
receive their normal retirement pension based on credited service and final average salary
at the time of disability or retirement. The five-year service requirement is waived if the
disability is incurred in the line of duty. Disability retirements are subject to reevaluation
until the disability-retired member reaches normal retirement. Payment of the disability
pension is suspended for the balance of any year in which a disability-retired member
does not submit an annual statement of earnings from gainful employment by June 30" of
each year or if the amount of earnings in the previous year is more than the amount that
causes the suspension of, or a decrease in, the Social Security Old Age Benefit for a 65
year old.

91



12)

City of Las Cruces
Notes to Basic Financial Statements
June 30, 2009

Employee Benefit Plans — continued

Retirement Plan — continued

Funding Policy

The City has chosen to enroll in a plan that requires the following contribution
percentages:

City Employees
Police 18.50% 16.30%
Fire 21.25% 14.80%
All other contributing employees 11.65% 10.65%

For employees in the general municipal employees’ plan, the City has chosen to pay a
portion of the employees’ 10.65% required contribution as an additional benefit. For
union-represented employees, the City contributes an additional 1% of the participants’
gross salary; for all other employees in this plan, the City contributes 2%.

Contribution requirements for the years ended are as follows:

Percentage

City Employee Total Contributed
June 30, 2005 $ 4,799,796 § 5,580,795 $ 10,380,591 100%
June 30, 2006 5,113,911 5,916,678 11,030,589 100%
June 30, 2007 5,490,247 6,331,551 11,821,798 100%
June 30, 2008 5,870,954 6,776,110 12,647,064 100%
June 30, 2009 6,279,412 7,252,412 13,531,824 100%

If a member’s employment is terminated before the member is eligible for other benefits
under PERA, the member may receive a refund of the member’s contribution and interest
accrued based on rates established biannually by the retirement board.

The payroll for the City’s employees covered by PERA for the year ended June 30, 2009,
was $52,273,262; the total payroll of all employees of the City was $54,320,294.

Retiree Health Care Plan

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

Eligible employers include institutions of higher education, school districts, or other
entities participating in the Public School Insurance Authority, state agencies, state
courts, magistrate courts, municipalities or counties, which are affiliated under or covered
by the Educational Retirement Act, Public Employees Retirement Act, Volunteer
Firefighters Retirement Act, Judicial Retirement Act, or the Magistrate Retirement Act.

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

Each participating employer makes contributions to the fund in the amount of 1.3 percent
of each participating employee’s annual salary. Each participating employee contributes
to the fund an employee contribution equal to .65 percent of the employee’s annual
salary. Each participating retiree pays a monthly premium for the medical plus basic life
plan and an additional participation fee of five dollars if the eligible participant retired
prior to the employer’s NMRHCA effective date or is a former legislator and made no
contributions to the plan. After retirement, premiums are paid to the Authority by the
retiree.

The City has paid all of the employers’ required contributions, which were as follows:

2009 $ 692,566
2008 652,275
2007 606,377

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

The Authority issues a separate, publicly available audited financial report that includes
post employment benefit expenditures of premiums and claims paid, participant
contributions (employer, employee, and retiree), and net expenditures for the fiscal year.
The report also includes the approximate number of retirees participating in the plan.
That report may be obtained by writing to the Retiree Health Care Authority, 4308
Carlisle Blvd, NE, Suite 104, Albuquerque, New Mexico 87109.

93



City of Las Cruces
Notes to Basic Financial Statements
June 30, 2009

13) Individual Fund Deficits and Budget Variances

Individual funds with deficit fund balances at year-end are as follows:

Deficit
Fund Fund Balance
DWI Prevention $ 1,613
Judicial Education 3,971
State Capital Improvements 23,449

Management expects fund balance/net asset deficits will be eliminated through increased
user fees, participating funds, and general fund appropriations.

The following funds over-expended budgeted amounts as follows:

Total Amount
Budgeted Actual Over-

Fund Expenditures Expenditures  Expended
Judicial Education $ 23,000 $ 23,872 $ (872)
Environmental Gross Receipts Tax 1,019,271 1,088,064 (68,793)
Gas Tax Street Maintenance 650,343 673,311 (22,968)
Public Safety Gross Receipts Tax 3,149,293 3,170,062 (20,769)
Keep Las Cruces Beautiful 95,604 95,678 (74)
RSVP 172,897 177,089 (4,192)
Senior Employment Program 3,585 5,312 (1,727)
TIDD Dedicated Revenues - 116 (116)
STOP 243,080 382,161 (139,081)

14)  Landfill Closure and Postclosure Care Cost

State and federal laws and regulations require placement of a final cover on landfill sites
when waste is no longer accepted and performance of certain maintenance and
monitoring functions at the sites for thirty years after closure. Although closure and
postclosure care costs will be paid only near or after the date that a landfill stops
accepting waste, a portion of the closure and post closure costs are reported as an
operating expense in each period based on landfill capacity used as of each balance sheet
date.
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Landfill Closure and Postclosure Care Cost — continued

The City’s landfill closure and postclosure care liability is reported as $1,880,000 at
June 30, 2009. Actual closure and postclosure care costs may be higher due to inflation,
changes in technology, or changes in regulations. The liability reported reflects a
decrease in the estimate of total closure and postclosure costs of $1,032,231.

The City enacted a 1/16™ cent environmental gross receipts tax that became effective
January 1, 1995, to raise funds for environmental costs such as for landfill closure and
postclosure care. The landfill closure was funded by $1,000,000 from the EGRT fund
during the year. Additional revenues came from landfill charges and investment income.

Development Impact Fees

The City collects, invests and expends development impact fees in accordance with
Ordinance No. 1456 (June 19, 1995) and Resolution No. 95-368 (June 30, 1995).

Ordinance 1456 §11 requires that impact fees collected be used to pay for capital
improvements or facility expansions identified in a capital improvements plan.

In accordance with §6 of Ordinance 1456, the City is required to use qualified
professionals to prepare a capital improvements plan that describes the specific capital
improvements needed to increase the number of new service units in an area over a
reasonable period of time, not to exceed ten years. Additionally, the capital
improvements plan will calculate total estimated costs of improvements for which the
development impact fees may be assessed. Ordinance 1456 §24 states that the capital
improvements plan must be updated at least every five years. Expenditures of fees
collected must improve the following facilities:

1) Water supply, treatment and distribution facilities and waste water collection and
treatment facilities;

2) Parks, recreational areas, open space, trails and related areas and facilities.

In addition to the construction of capital improvements or facility expansions, Ordinance
1456 §4 states that the development impact fee may also be used to pay for the
preparation and updating of the capital improvements plan, the estimated costs of the
plan, or up to three percent of administrative costs for City employees who are qualified
professionals. Additionally, debt service costs may be paid from impact fees assessed if
the proceeds of the debt issued were used in accordance with the capital improvements
identified in the capital improvements plan.
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15)  Development Impact Fees — continued

The initial land use assumptions and capital improvements plan prepared by Tischler &
Associates, Inc. on January 6, 1995, is a ten- to twenty-year plan with professional
engineering estimates of costs well exceeding the assessed development impact fees. A
significant portion of the assessed development impact fees for the water and waste water
system have been used to pay debt service on bonds. The expenditures from the bond
proceeds were spent on specific items listed in the initial capital improvements plan and
were expended within five years of the completion of the capital improvements plan.

Development impact fee activity for the year ended June 30, 2009, is shown below.
Unspent fees collected in previous years are available for expenditure in the current fiscal

year.
Parks Impact Fees
Impact fees collected $ 269,530
Investment income 50,626
Expenditures (1,173,704)
Net Parks Impact Fees $  (853,548)
Water Impact Fees
Impact fees collected $ 1,755,736
Investment income 97,124
Expenditures (2,368,960)
Net Water Impact Fees $  (516,100)
Wastewater Impact Fees
Impact fees collected $ 2,898,234
Investment income 224,050
Expenditures (3,048,861)
Net Wastewater Impact Fees $ 73,423
Total Impact Fees
Impact fees collected $ 4,923,500
Investment income 371,800
Expenditures (6,591,525)
Net Total Impact Fees $ (1,296,225)
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Major Construction Commitments

The City has the following construction commitments as of June 30, 2009. These projects

are evidenced by contractual arrangements with construction contractors:

Contract Spent to Commitment Source of
Project Fund Amount Date Remaining Payment
Joint Utilities
Gas Streets Rehabilitation Projects Gas Capital Improvements 140,162 $ 88,065 $ 52,097 Gas Utility Rates
Gas High Pressure Lines Rehabilitation Gas Capital Improvements 265,675 158,206 107,469 Gas Utility Rates
Gas Line Extensions Gas Capital Improvements 467,956 26,252 441,704 Gas Utility Rates
Gas High Pressure Lines Gas Capital Improvements 367,894 212,425 155,469 Gas Utility Rates
Utility Building Gas Capital Improvements 221,037 4317 216,720 Gas Utility Rates
Utility Building Water Capital Improvements 221,037 4317 216,720 Water Utility Rates
Utility Building Wastewater Capital Improvements 221,037 4,317 216,720 Wastewater Utility Rates
Utility Building Solid Waste Capital Improvements 221,037 4317 216,720 Solid Waste Utility Rates
Stull Drive Rehabilitation Water Capital Improvements 118,576 36,880 81,696 Water Utility Rates
South Jornada Water System Phase II Water NMFA Loan Projects 4,902,293 3,512,902 1,389,391 2007 NMFA Loan
Water Jornada South Transmission Water 2005 Bond Projects 151,742 69,439 82,303 2005 Joint Utility Bond
Water Street Utility Rehabilitation Water Capital Improvements 137,053 - 137,053 Water Utility Rates
Water Projects Water 2006 Bond Projects 653,744 225,574 428,170 2006 Joint Utility Bond
Water Jornada Reservoir Water NMFA Loan Projects 116,683 15,700 100,983 2007 NMFA Loan
Wastewater New Interceptors Wastewater Development 198,703 49,200 149,503 Wastewater Development Impact Fees
Wastewater Treatment Plant Expansion Wastewater Development 4,357,063 2,864,493 1,492,570 Wastewater Development Impact Fees
Wastewater Treatment Plant Rehabilitation =~ Wastewater Capital Improvements 445,265 122,229 323,036 Wastewater Utility Rates
Wastewater Lift Station Wastewater Capital Improvements 177,292 - 177,292 Wastewater Utility Rates
Wastewater Lift Station Wastewater NMFA Loan Projects 1,804,814 936,482 868,332 2008 NMFA Loans
Wastewater Street Utility Rehabilitation Wastewater Capital Improvements 320,870 94,749 226,121 Wastewater Utility Rates
Wastewater Water Reclamation Project Wastewater NMFA Loan Projects 5,676,171 3,375,023 2,301,148 2008 NMFA Loans
21,186,104 11,804,887 9,381,217
Capital Projects Funds

Bowman/Mesilla 1999 GRT Bond Street Projects 70,000 - 70,000 GRT Tax
Laabs/East Mesa Pools 2003 GRT Bond Facilities/Parks 80,000 31,105 48,895 Bond Proceeds
Fire Stations Improvements 2003 GRT Bond Facilities/Parks 200,375 164,982 35,393 Bond Proceeds
Street Lighting 2003 GRT Bond Street Lights 455,630 222,018 233,612 Bond Proceeds
Street Lighting 2003 GRT Bond Street Lights 58,910 - 58,910 Bond Proceeds
Street Lighting Project Phase 4 2005 GRT Bond Public Improvements 186,949 - 186,949 GRT Tax
Major Arroyo Crossing 2005 GRT Bond Public Improvements 2,008,612 1,849,222 159,390 GRT Tax
Laabs/East Mesa Pools 2005 GRT Bond Public Improvements 3,701,679 1,292,388 2,409,291 Bond Proceeds
Municipal Operations Center 2005 GRT Bond Public Improvements 100,000 40,073 59,927 Bond Proceeds
New City Hall 2005 GRT Bond Public Improvements 1,651,661 735,769 915,892 Bond Proceeds
Fire Stations Improvements 2005 GRT Bond Public Improvements 657,945 319,954 337,991 Bond Proceeds
Regional Aquatic Center 2005 GRT Bond Public Improvements 77,167 - 77,167 Bond Proceeds
Police/Fire Training Facility 2005 GRT Bond Public Improvements 291,536 91,243 200,293 Bond Proceeds
Burn Lake 2005 GRT Bond Public Improvements 51,330 31,765 19,565 Bond Proceeds
Rehab Runway 4-22 Airport Improvement 1,600,000 1,519,120 80,880 FAA Grant
Air Traffic Control Tower Airport Improvement 1,100,000 6,968 1,093,032 FAA Grant
City Hall Complex City Hall Complex 21,500 15,614 5,886 Bond Proceeds
City Hall Complex City Hall Complex 22,029,125 14,918,705 7,110,420 Bond Proceeds
Animal Shelter Expansion Facilities State Grants 88,000 36,275 51,725 State Legislative Grant
Comm of Hope-Peregrinos Food Bank Facilities State Grants 100,000 10,796 89,204 State Legislative Grant
LC Downtown Revitalization Facilities State Grants 103,000 18,820 84,180 State Legislative Grant
Lohman Median Landscaping Facilities State Grants 100,000 7,421 92,579 State Legislative Grant
Munson Senior Center Facilities State Grants 148,500 4,066 144,434 State Legislative Grant
LC Downtown Revitalization Facilities State Grants 1,050,000 851,089 198,911 State Legislative Grant
Mesquite Historic District Facilities State Grants 346,500 101,070 245,430 State Legislative Grant
Indoor Swimming Pool & Rec. Facilities State Grants 1,485,856 77,875 1,407,981 State Legislative Grant
Fire Stations Improvements Facilities State Grants 235,000 888 234,112 State Legislative Grant
Regional Aquatic Center Facilities State Grants 1,635,856 125,546 1,510,310 State Legislative Grant
Burn Lake/Esslinger Park Facilities State Grants 95,000 23,700 71,300 State Legislative Grant
Burn Lake/Esslinger Park Facilities State Grants 9,540 4,665 4,875 State Legislative Grant
City Hall Complex Facilities State Grants 536,694 220,722 315,972 State Legislative Grant
Indoor Swimming Pool & Rec. Facilities State Grants 800,201 430,645 369,556 State Legislative Grant
Branigan Library Facilities State Grants 65,264 31,857 33,407 State Legislative Grant
Regional Aquatic Center Facilities State Grants 11,235,460 2,668,918 8,566,542 State Legislative Grant
Branigan Library Facilities State Grants 458,152 230,014 228,138 State Legislative Grant
Civil Air Patrol Hangar Facilities State Grants 149,857 149,857 State Legislative Grant
Bowman/Mesilla Flood Control 810,000 555,085 254,915 Property Tax
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Contract Spent to Commitment Source of
Project Fund Amount Date Remaining Payment
E Mesa Street Improvements GRT Street Maintenance 989,815 642,618 347,197 GRT Tax
May Avenue (Mesilla Street) GRT Street Maintenance 100,000 - 100,000 GRT Tax
Melendres Rehab Phase 1 GRT Street Maintenance 280,000 - 280,000 GRT Tax
Solano Drive Improvements GRT Street Maintenance 130,000 - 130,000 GRT Tax
Solano Drive Sidewalk Improvements GRT Street Maintenance 83,407 - 83,407 GRT Tax
Downtown Plaza 06-1610 State Grant Park/Land Improvements 513,193 300,000 213,193 State Legislative Grants
Triviz Landscaping Streets State Grants 243,000 111,205 131,795 State Legislative Grant
Union Avenue Streets State Grants 187,500 9,375 178,125 State Legislative Grant
Arterial Street Lights Streets State Grants 592,000 52,281 539,719 State Legislative Grant
East Mesa Streets Streets State Grants 150,000 4,733 145,267 State Legislative Grant
Valley Drive Streets State Grants 150,000 78,053 71,947 State Legislative Grant

57214214 27,836,643 29,377,571
$ 78,400,318 $ 39,641,530 §$ 38,758,788

Affiliated Organizations and Joint Powers Agreements

The City is a participant in the following five affiliated organizations, four of which are
joint ventures. Other than the City bonds secured by South Central Solid Waste
Authority, the City is unaware of any circumstances that would cause a significant benefit
or burden to the participating governments in the near future.

Mesilla Valley Regional Dispatch Authority

The City is a participant in a combined City—County communications/dispatch center for
police, fire, and emergency medical services for the City—County area. The organization
is governed by a board of twelve individuals. The City and County each appoint four
members; the Town of Mesilla, the City of Sunland Park and the Village of Hatch each
appoint one member; and the final member is appointed at large by the other members.

The City contributes 53% of the net annual operating cost while the County contributes
47%. The joint powers agreement provides that if the agreement is terminated, property
and any funds accrued by the organization shall be distributed to the City and County in
proportion to the contributions made by the two entities.

The City is the fiscal agent for the organization and accounts for its resources in an
agency fund. Separate audited financial statements were prepared for the year ended
June 30, 2009.

Metro Narcotics Agency

The City is a participant in a joint City—County—State—University controlled substances
investigation project for the City/County area. The organization is governed by a board of
nine individuals. The City and County each appoint three members; the remaining three
members are the State Police Chief, the University Police Chief, and the District
Attorney.
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Metro Narcotics Agency — continued

All persons (agents and support staff) assigned to Metro are paid by their respective
agencies. The City and the County make contributions to cover the net operating
expenses of the organization in proportion to the number of agents assigned to the
organization by the two entities. The joint powers agreement provides that if the
agreement is terminated by all parties, assets and monies acquired without federal
involvement will be distributed in proportion equal to their investment, and assets
received from the federal government pursuant to the federal asset-sharing procedures
will be distributed to the parties in proportion to their contribution to operational
expenses.

The City is the fiscal agent for the organization and accounts for it in an agency fund.
Separate audited financial statements were prepared for the year ended June 30, 2009.

Metropolitan Planning Organization

The City is a participant in a joint City-County-Town of Mesilla Metropolitan Planning
Organization jurisdictional area. The organization is governed by a board of nine
individuals. The City of Las Cruces, Dona Ana County and Town of Mesilla each appoint
three members. The committee was constituted for the purpose of establishing,
overseeing and directing transportation related policy within the Las Cruces Urban area
and to accomplish overall transportation planning for the City, County and Town.

The parties agree that some of the expense of the transportation planning process will be
provided for by grant funds available under Section 112 of the Federal Highway Act of
1978 and Section 8 of the Urban Mass Transportation Act of 1964. Expenses not so
provided shall be assumed by participating agencies according to the listing of funding
sources contained in the annual Unified Work Program approved by the governing board.

Lower Rio Grande Water Users Organization

The City is a participant in this organization to provide for acquisition of information
regarding the hydrologic features of the Lower Rio Grande River System. The
organization has eight participants: the City, the County, the Town of Mesilla, the
Anthony Water and Sanitation District, the Village of Hatch, New Mexico State
University, the Elephant Butte Irrigation District and the Dona Ana Mutual Domestic
Water Consumers Association.

The objective of this organization is to complete and implement a regional water plan, to
make the best use of the available water supply, to secure additional supplies of water for
the water users in the region, and to facilitate New Mexico entities’ participation in the
New Mexico-Texas Water Commission.
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Lower Rio Grande Water Users Organization — continued

Funds are received from the New Mexico Interstate Stream Commission and from other
sources. The City of Las Cruces shall serve as the fiscal agent for the Organization. The
City will maintain all fiscal records in accordance with generally accepted accounting
principles. Upon termination of the agreement, any unexpended funds will be returned
pro rata by the fiscal agent to the contributing members and third party funding sources.

South Central Solid Waste Authority

The City is a participant in South Central Solid Waste Authority (SCSWA), a City-
County joint venture that establishes a mechanism for designing, constructing, financing,
operating and maintaining regional solid waste landfills and related facilities. SCSWA is
reported as a component unit of the City because its revenues are the primary source of
debt service for City bonds issued to construct a regional landfill and transfer station.
SCSWA is governed by a board comprised of six working members and two ex-officio
members. Three of the members are appointed from the City Council by the Mayor and
three members are appointed from the County Commission by the Chairman. The two ex-
officio members are the City Manager and the County Manager or their designees.

The City serves as the fiscal agent for the Authority for the term of the agreement. The
fiscal agent is compensated for services rendered to the Authority in the amount of
$85,000 per year base rate of which $15,000 pertains to audit fees. The base rate
increases each year by the Consumer Price Index plus audit fees or other direct costs. The
City issued revenue bonds on behalf of the Authority which are to be secured by pledges
of the net revenues derived from operation of the facility and of the proceeds of the
1/16% Municipal Environmental Services Gross Receipts Tax of the City and the 1/8%
County Environmental Services Gross Receipts Tax of the County.

The joint venture agreement may be terminated upon the mutual consent of both parties
and shall not be terminated so long as any revenue bonds issued under the agreement by
the City are outstanding.

In 2009, the City of Las Cruces and Dona Ana County paid approximately $2.5 million
and $820,376 in charges for services, respectively.

In 2009, the Authority paid approximately $85,400 of fiscal agent fees to the City of Las
Cruces.

Rio Grande Natural Gas Association
The Rio Grande Natural Gas Association (the “Association”) operates as a community
gas association and services customers located in Dona Ana County, New Mexico, that

100



17)

18)

City of Las Cruces
Notes to Basic Financial Statements
June 30, 2009

Affiliated Organizations and Joint Powers Agreements — continued

Rio Grande Natural Gas Association — continued

are primarily located outside the City of Las Cruces, New Mexico. The Association was
formed in 1969 in accordance with the provisions of Sections 3-28-1 through 3-28-22 of
the New Mexico State Statutes, and organized as a nonprofit corporation owned by the
City and the Village of Hatch (the “Village”). According to its charter, the life of the
Association is 100 years, and upon dissolution the assets of the Association will belong to
the City and the Village. The Association is governed by a Board of Directors appointed
by the governing bodies of the City and the Village. The Association is a governmental
organization, as the Board of Directors consists of members appointed by governmental
entities.

The City acts as fiscal agent for the Association, and the City’s employees handle the
day-to-day operations of the Association. The Association reimburses the City for all
expenditures incurred for the operation of the Association, plus an administrative fee to
compensate it for acting as the fiscal agent of the Association. The Association paid the
City $3,654,847 in 2009. Additionally, the Association had gas sales of $469,258 to the
Village of Hatch during the year ended June 30, 2009.

The City is the fiscal agent for the organization and accounts for its resources in an
agency fund. Separate audited financial statements were prepared for the year ended
June 30, 2009.

Animal Service Center of Mesilla Valley

The Annual Service Center of Mesilla Valley (ASCMV) operates under a joint powers
agreement, effective August 4, 2008, between the City of Las Cruces and Dona Ana
County. It is the mission of ASCMV to provide a safe shelter for all lost, mistreated, and
abandoned animals of Mesilla Valley and surrounding communities.

The City is the fiscal agent for the organization and accounts for it in an agency fund. For
the five-month period ended June 30, 2009, ASCMV paid approximately $35,833 of
fiscal agent fees to the City of Las Cruces. Separate audited financial statements were
prepared for the five-month period ended June 30, 2009.

Telshor Facility Lease

Memorial Medical Center / Province Hospital (Telshor Facility)

In 1966 the City and the County adopted a joint resolution to create a joint county-
municipal hospital to provide medical services to all of the citizens of Dofia Ana County.
The hospital was constructed and operated by the City and County through a Board of
Trustees until 1998, when it was leased to Memorial Medical Center, Inc. (MMCI), a
New Mexico not-for-profit corporation.
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Telshor Facility Lease — continued

Memorial Medical Center / Province Hospital (Telshor Facility) — continued

On June 1, 2004, the City, the County, and MMCI jointly terminated the lease. On that
date, the City and County executed a 40-year lease agreement for the hospital facilities
and equipment with PHC-Las Cruces, Inc. (PHC), a New Mexico corporation and a
wholly-owned subsidiary of Province Healthcare Corporation, a Delaware corporation. In
accordance with the lease agreement PHC has deposited amounts into escrow accounts to
cover contingencies of the hospital and pay hospital liabilities specified in the agreement,
including outstanding bonds. The net lease proceeds, after these deposits and liabilities,
are summarized as follows:

Total City Portion
Total lease amount $ 150,000,000 $ 75,000,000
Less
Hospital liabilities assumed by PHC 9,247,375 4,623,688
Amounts deposited into escrow to cover
medical malpractice and other contingencies 14,445,892 7,222,946
Payment of outstanding hospital bonds 50,038,987 25,019,493
Payment of hospital pension liabilities 24,100,000 12,050,000
Closing costs 1,000 500
Cash paid by PHC to the City and County $ 52,166,746 $§ 26,083,373

As part of the PHC lease, the City and County received amounts needed to cover specific
future costs. The maximum amounts of these costs are as follows:

Total City Portion
Employee severance agreements $ 987,266 $ 493,633
Construction costs 1,278,414 639,207
Future payments to MMC for expanded care services 19,200,000 9,600,000
Hospital property taxes 5,000,000 2,500,000

$ 26,465,680 § 13,232,840

The proceeds of the PHC lease are reported in a special revenue fund (Telshor Facility
fund) because the City Council adopted a resolution restricting the use of the lease
proceeds to fund health-related programs and health-related capital projects. Amounts
originally received by the City for expanded care services and property taxes are reported
in the statement of net assets as deferred revenue. The deferred revenue is amortized each
year to the extent of expenditures recorded in the Telshor fund. The revenue amortized in
2009 was $277,967.
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Telshor Facility Lease — continued

Memorial Medical Center / Province Hospital (Telshor Facility) — continued

The asset purchase agreement entitles PHC to compensation solely from the escrow
account if PHC incurs any losses, including the discharge of malpractice liabilities, in
connection with events that occurred on or prior to the closing.

MMCI began distributing its cash and investments equally between the City and the
County in July 2004. MMCI retained cash to pay certain liabilities; any cash remaining at
the end of the liquidation process will be distributed equally between the City and the
County.

Internal Service Fund Allocations
The City allocates its internal service funds between governmental and business-type

activities based on the utilization of these internal service funds. The allocation of the net
assets of internal service funds to governmental activities is:

Net assets, beginning balance $ 3,560,662
Revenues less eliminations $ 7,902,244
Expenses less eliminations (8,173,716)
Other financing sources 657,429
Change in net assets 385,957
Net assets, ending balance $ 3,946,619

The allocation of the net assets of internal service funds to business-type activities is:

Net assets, beginning balance $ 2,370,185
Revenues less eliminations $ 5,920,882
Expenses less eliminations (6,161,889)
Other financing sources 294,203
Change in net assets 53,196
Net assets, ending balance $ 2,423,381
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Internal Service Fund Governmental and Business-Type Activities Allocations —
continued

Total net assets of the City’s internal service funds are:

Governmental activities allocation $ 3,946,619
Business-type activities allocation 2,423,381
Net assets, ending balance $ 6,370,000

Subsequent Event

Effective July 1, 2009, South Central Solid Waste Authority (Authority) began managing
Dona Ana County’s (County) eight solid waste convenience stations. The Authority hired
the County employees, with a start date of July 1, 2009. The subsidy from the County for
FY10 will be $865,000. Budgeted expenses are $934,771. The County transferred certain
equipment to the Authority, pending the approval of the State of New Mexico,
Department of Finance and Administration.

Effective July 27, 2009, the Authority began providing recycling services to the City of
Las Cruces (City). The City will sell to the Authority recycling equipment for $404,735.
A grant funded baler is leased at no cost to the Authority. The City’s solid waste
residential service rate currently contains a $3.09 per month charge for recycling. The
City will use the recycling component from the monthly residential solid waste fee to pay
the Authority for recycling services. The subsidy from the City for FY10 will be
$801,262, based on $3.09 per month per residential (non-senior) solid waste customers.
Budget expenses are $516,059.

The solid waste customers of the Authority who reside within the County and other solid
waste customers, whose rates may hereafter include a recycling charge, will also provide
funding to the Authority solely for the recycling program.
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City of Las Cruces

Combining Balance Sheet—/Nonmajor Governmental Funds

June 30, 2009
Special
Community Court
Development Awarded
Debt Service  Block Grant Funds
Assets
Pooled cash and investments $ - $ 56,814 § 408,751
Restricted cash and investments 7,839,183 - -
Receivables, net 5,741 1,065,089 -
Due from other governmental units - 2,862,510 -
Total assets $ 7.844924 $ 3,984,413 $§ 408,751
Liabilities and Fund Balances
Liabilities
Accounts and contracts payable $ - $ 65,775 $ -
Due to other funds - 76,225 -
Accrued liabilities - 11,232 -
Deferred revenue - 3,768,358 -
Total liabilities - 3,921,590 -
Fund balances
Reserved - - -
Unreserved 7,844,924 62,823 408,751
Total fund balances 7,844,924 62,823 408,751
Total liabilities and fund balance $ 7,844,924 $§ 3,984,413 $ 408,751
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Revenue Fund

Emergency
MPO Urban Police Medical Court
Transportation Fire Protection Services Traffic Safety =~ Automation

$ - § 324374 § 445251 § 20,087 § 109,905 $§ 425,460

- - 6,252 - - -

157,685 - 140,250 - - -
$ 157,685 § 324374 § 591,753 § 20,087 § 109,905 $§ 425,460
$ 2930 § - $ 88,428 § - $ - $ 6,665

38,168 - - - - -

7,724 - 7,677 - - -

- 47,775 - - - -
48,822 47,775 96,105 - - 6,665
108,863 276,599 495,648 20,087 109,905 418,795
108,863 276,599 495,648 20,087 109,905 418,795
$§ 157,685 § 324374 § 591,753 § 20,087 § 109,905 § 425,460
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City of Las Cruces

Combining Balance Sheet—/Nonmajor Governmental Funds

Assets

Pooled cash and investments
Restricted cash and investments
Receivables, net

Due from other governmental units

Total assets

Liabilities and Fund Balances
Liabilities

Accounts and contracts payable

Due to other funds

Accrued liabilities

Deferred revenue

Total liabilities

Fund balances

Reserved
Unreserved

Total fund balances

Total liabilities and fund balance

June 30, 2009
Special
Animal
Services Juvenile
Center Prisoner Care Recreation
$ - $ 711,420 $ 95,995
$ - $ 711,420 $ 95,995
$ - $ 381,417 $ -
- 381,417 -
- 330,003 95,995
- 330,003 95,995
$ - $ 711,420 $ 95,995
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Revenue Fund

Environmental Health Care
Lodgers' Tax DWI Judicial Gross Services From
and LCCVB Prevention Education Receipts Tax ~ MMC Lease
$ 3,410,397 $ 61,000 $ - $ - $ 54,338
134,640 - - 332,620 -
$ 3,545,037 $ 61,000 $ - $ 332,620 $ 54,338
$ 129,026 $ 62,613 § 1,766 $ 69,259 $ 21,259
- - 2,205 - -
20,269 - - - -
149,295 62,613 3,971 69,259 21,259
3,395,742 (1,613) (3,971) 263,361 33,079
3,395,742 (1,613) (3,971) 263,361 33,079
$ 3,545,037 $ 61,000 $ - § 332,620 $ 54,338
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City of Las Cruces

Combining Balance Sheet—/Nonmajor Governmental Funds

June 30, 2009
Special
Gasoline Tax
Legislative Street Public Safety
Equipment =~ Maintenance Gross
Grants Fund Receipts Tax
Assets
Pooled cash and investments $ - $ 538571 $ -
Restricted cash and investments - - -
Receivables, net - - -
Due from other governmental units 374,289 257,014 542,348
Total assets $ 374289 § 795,585 § 542,348
Liabilities and Fund Balances
Liabilities
Accounts and contracts payable $ 30,302 $ 36 $ -
Due to other funds 343,987 - 21,301
Accrued liabilities - 10,285 -
Deferred revenue - - -
Total liabilities 374,289 10,321 21,301
Fund balances
Reserved - - -
Unreserved - 785,264 521,047
Total fund balances - 785,264 521,047
Total liabilities and fund balance $ 374289 $§ 795,585 $§ 542,348

110



Revenue Fund

Older
Keep Americans Cash in Children,
Las Cruces Act Lieu of Youth, and
Beautiful Programs Commodities RSVP Families
$ - $ 138,294 § - $ - $ 76,480
10,932 187,205 28,141 23,011 11,002
$ 10,932 § 325499 § 28,141 § 23,011 § 87,482
$ 2,927 $ 67,582 § 571§ 3,872 § 2,202
5,523 - 10,749 15,574 -
860 33,996 - 3,565 751
1,622 - - - -
10,932 101,578 11,320 23,011 2,953
- 223,921 16,821 - 84,529
- 223,921 16,821 - 84,529
$ 10,932 § 325499 § 28,141 § 23,011 § 87,482
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City of Las Cruces

Combining Balance Sheet—/Nonmajor Governmental Funds

Assets

Pooled cash and investments
Restricted cash and investments
Receivables, net

Due from other governmental units

Total assets

Liabilities and Fund Balances
Liabilities
Accounts and contracts payable
Due to other funds
Accrued liabilities
Deferred revenue
Total liabilities

Fund balances
Reserved
Unreserved

Total fund balances

Total liabilities and fund balance

June 30, 2009
Special
Senior State Library Street
Employment Resources Maintenance
Program Grant Operations

$ - $ - $ -

2,853 2,079 -

$ 2,853 § 2,079 $ -

$ - 5 - 5 -

2,853 1,831 -

2,853 1,831 -

- 248 -

- 248 -

$ 2,853 § 2,079 $ -
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Revenue Fund

Special
NMFA Assessments/ Regional State
Flood Control Northrise Downtown Planning Operations
Operations Morningstar  Revitalization Project Grants

$ 387,411 $ 18,170 $ 307,225 $ 264,675 $ 12,082
- 845,802 - - 13,365
- 1,961,003 - - 75,137
$ 387411 § 2824975 § 307,225 § 264,675 $ 100,584
$ 2257 § - $ - $ - $ 71,885
6,053 - - - 5,539
- 2,806,805 - - 23,160
8,310 2,806,805 - - 100,584

379,101 18,170 307,225 264,675 -

379,101 18,170 307,225 264,675 -
$ 387411 § 2,824975 § 307,225 § 264,675 § 100,584
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City of Las Cruces

Combining Balance Sheet—/Nonmajor Governmental Funds

Assets

Pooled cash and investments
Restricted cash and investments
Receivables, net

Due from other governmental units

Total assets

Liabilities and Fund Balances
Liabilities
Accounts and contracts payable
Due to other funds
Accrued liabilities
Deferred revenue
Total liabilities

Fund balances
Reserved
Unreserved

Total fund balances

Total liabilities and fund balance

June 30, 2009
Special
Valley View Griggs and Las Cruces
Heske Walnut Convention
Garden Plume Center
$ 177,616 $ 155,365 $ -

- 75,157 -
$ 177,616 $ 230,522 $ -
$ - $ 65,596 $ -

- 65,596 -

177,616 164,926 -
177,616 164,926 -
$ 177,616 $ 230,522 $ -
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Revenue Fund

Safe
TIDD Traffic State
Telshor Dedicated Operations Special
Facility Revenues Program Projects
$20,423,478 $ 8,756 § 124,657 $ -
4 - 794,011 -
- 470,637 - 29,446
$ 20,423,482 $§ 479,393 § 918,668 $ 29,446
$ 106,194 $ - $ 363,224 § -
- - - 29,446
- - 7 -
106,194 - 363,231 29,446
20,317,288 - - -
- 479,393 555,437 -
20,317,288 479,393 555,437 -
$20,423482 $§ 479393 § 918,668 § 29,446
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City of Las Cruces

Combining Balance Sheet—/Nonmajor Governmental Funds

June 30, 2009
Capital
Public Parks Street Airport
Development Improvement Improvement
Assets
Pooled cash and investments $ 1,266,286 $ 315,960 $ 1,040,242
Restricted cash and investments - 3,265,676 -
Receivables, net - - -
Due from other governmental units 163,603 955,368 4,879
Total assets $ 1,429,889 $ 4,537,004 $ 1,045,121
Liabilities and Fund Balances
Liabilities
Accounts and contracts payable $ 58,381 § 318,222 $ -
Due to other funds - 1,606,057 -
Accrued liabilities - - -
Deferred revenue - 56,788 327,873
Total liabilities 58,381 1,981,067 327,873
Fund balances
Reserved - - -
Unreserved 1,371,508 2,555,937 717,248
Total fund balances 1,371,508 2,555,937 717,248
Total liabilities and fund balance $ 1,429,889 $ 4,537,004 $ 1,045,121

116



Projects Fund

continued

Sales Tax- Capital Legislative EDA West
Street NMFA Improvement Capital State Capital Mesa Industrial
Maintenance Flood Control Reserve Improvements Improvements  Park Fund
§ 401,585 § 5,364,653 § 6,251,671 § - - § 435,470
26,358 25,171 - - - 15,204
1,052,702 61,276 - 412 3,935,618 -
$ 1,480,645 § 5,451,100 $§ 6,251,671 § 412 3,935,618 $ 450,674
$ 30,929 § 359,731 $ 141,489 § - 813,605 §$ -
- - - 412 3,145,462 -
10,000 - - - - -
45,894 - - - - }
86,823 359,731 141,489 412 3,959,067 -
1,393,822 5,091,369 6,110,182 - (23,449) 450,674
1,393,822 5,091,369 6,110,182 - (23,449) 450,674
$ 1,480,645 § 5,451,100 § 6,251,671 $ 412 3,935,618 § 450,674
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City of Las Cruces

Combining Balance Sheet—/Nonmajor Governmental Funds

June 30, 2009
Capital
2003
Sales Tax State 2003
Facilities Equipment Sales Tax

and Parks Acquisition  Street Lights

Assets

Pooled cash and investments $ 96,880 $ - $ 153,298
Restricted cash and investments - 1,009,693

Receivables, net - - -
Due from other governmental units - - -

Total assets $ 96,880 $ 1,009,693 $ 153,298

Liabilities and Fund Balances

Liabilities
Accounts and contracts payable $ - $ - $ 82,364
Due to other funds - 187,462 -
Accrued liabilities - - -
Deferred revenue - - -

Total liabilities - 187,462 82,364
Fund balances
Reserved - - -
Unreserved 96,880 822,231 70,934
Total fund balances 96,880 822,231 70,934
Total liabilities and fund balance $ 96,880 $ 1,009,693 $ 153,298
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Projects Fund

2005 Gross 2007 Federal
Receipts Tax NMFA NMFA Stimulus
Public Parking Street Capital
Improvements Deck Improvements Projects Total

$ 754,865 § 4,280,895 § - $ - $ 49,127,377

717 1,849,418 13,964,687

169 1,003 - - 2,798,169

- - - 57,815 13,909,632

$ 755,034 § 4,291,615 § 1,849,418 $ 57,815 $ 79,799,865

$ 86,6001 § - $ 43,748  $ - $ 3,480,856

- - 705,704 57,815 6,250,774

- - - - 117,958

- - - - 7,078,275

86,601 - 749,452 57,815 16,927,863

- - - - 20,317,288

668,433 4,291,615 1,099,966 - 42,554,714

668,433 4,291,615 1,099,966 - 62,872,002

$ 755,034 § 4,291,615 § 1,849,418 § 57,815 $ 79,799,865
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City of Las Cruces

Combining Statement of Revenues, Expenditures and
Changes in Fund Balance—Nonmajor Governmental Funds
For the Year Ended June 30, 2009

Revenues

Taxes

Gross receipts

Property

Lodgers

State-shared
Charges for services
Fees and fines
Investment income (loss)
Licenses and permits
Intergovernmental
Other

Total revenues

Expenditures

Current
General government
Facilities
Police
Fire
Community development
Public services
Public works
Capital outlay
Debt service
Principal
Interest and other charges

Total expenditures

Revenues over (under) expenditures

Other Financing Sources (Uses)
Issuance of debt
Sale of capital assets
Transfers in
Transfers out
Total other financing sources (uses)
Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year

Special
Community Court
Development Awarded
Debt Service  Block Grant Funds
$ - - s -
- 2,099 -
- - 22,939
286,650 21,601 11,109
- 1,185,971 -
838,766 178,211 -
1,125,416 1,387,882 34,048

- - 25,313

- 1,244,701 -

- 107,386 38,280
8,069,188 - -
4,307,153 - -

12,376,341 1,352,087 63,593
(11,250,925) 35,795 (29,545)
456,383 - -
11,943,446 - -
(169,852) - -
12,229,977 - -
979,052 35,795 (29,545)
6,865,872 27,028 438,296
§ 7,844,924 § 62,823 $§ 408,751
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Revenue Fund

Emergency
MPO Urban Police Medical Court
Transportation Fire Protection Services Traffic Safety = Automation

$ - 3 - 5 - 8 - 5 - 3 -
- - - - 36,120 126,343
3,485 14,188 5,850 785 2,231 9,257

183,080 359,453 918,404 22,000 - -
- - 129,209 - - 77,734
186,565 373,641 1,053,463 22,785 38,351 213,334
- - - - - 122,063

- - 821,328 - 3,197 -

- 308,825 - 22,544 - -

267,239 - - - - -

- 40,661 203,466 - - -
267,239 349,486 1,024,794 22,544 3,197 122,063
(80,674) 24,155 28,669 241 35,154 91,271

- - 47,947 - - -

- - (10,000) - - -

- - 37,947 - - -
(80,674) 24,155 66,616 241 35,154 91,271
189,537 252,444 429,032 19,846 74,751 327,524

$ 108,863 $§ 276,599 $§ 495,648 $ 20,087 $ 109,905 $ 418,795
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City of Las Cruces
Combining Statement of Revenues, Expenditures and

Changes in Fund Balance—Nonmajor Governmental Funds
For the Year Ended June 30, 2009

Special

Animal
Services Juvenile
Center Prisoner Care Recreation

Revenues

Taxes
Gross receipts $ - $ - $ -
Property - - -
Lodgers - - -
State-shared - - 54,643
Charges for services 535,263 -
Fees and fines - 260,949 -
Investment income (loss) (2,632) 28,644 1,941
Licenses and permits - - -
Intergovernmental - - -
Other 12,771 - -

Total revenues 545,402 289,593 56,584

Expenditures

Current
General government - - -
Facilities - - -
Police 783,156 2,123,734 -
Fire - - -
Community development - - -
Public services - - 8,310
Public works - - -
Capital outlay - - 10,728
Debt service
Principal - - -
Interest and other charges - - -

Total expenditures 783,156 2,123,734 19,038
Revenues over (under) expenditures (237,754)  (1,834,141) 37,546

Other Financing Sources (Uses)

Issuance of debt - - -
Sale of capital assets - -
Transfers in 271,250 1,150,000 -
Transfers out - - -

Total other financing sources (uses) 271,250 1,150,000 -

Net change in fund balances 33,496 (684,141) 37,546
Fund balances, beginning of year (33,496) 1,014,144 58,449
Fund balances, end of year $ - $ 330,003 $ 95,995
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Revenue Fund

Environmental Health Care
Lodgers' Tax DWI Judicial Gross Services From
and LCCVB Prevention Education Receipts Tax ~ MMC Lease
$ - - - $ 2,607,620 $ -
1,663,615 - - - -
- 14,892 23,176 - -
92,422 1,679 - - 862
1,749 - - - -
20,000 - - - -
19,437 - - - -
1,797,223 16,571 23,176 2,607,620 862
- - 23,872 1,088,064 285,000
- 27,132 - - -
1,481,611 - - - -
18,012 - - - -
1,499,623 27,132 23,872 1,088,064 285,000
297,600 (10,561) (696) 1,519,556 (284,138)
1,659,004 - - - 300,000
(2,220,828) - - (1,533,028) -
(561,824) - - (1,533,028) 300,000
(264,224) (10,561) (696) (13,472) 15,862
3,659,966 8,948 (3,275) 276,833 17,217
$ 3,395,742 $ (1,613) $ (3,971) $ 263,361 § 33,079
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Revenues

Taxes

Gross receipts

Property

Lodgers

State-shared
Charges for services
Fees and fines
Investment income (loss)
Licenses and permits
Intergovernmental
Other

Total revenues

Expenditures

Current
General government
Facilities
Police
Fire
Community development
Public services
Public works
Capital outlay
Debt service
Principal
Interest and other charges

Total expenditures

Revenues over (under) expenditures

Other Financing Sources (Uses)
Issuance of debt
Sale of capital assets
Transfers in
Transfers out
Total other financing sources (uses)
Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year

City of Las Cruces
Combining Statement of Revenues, Expenditures and

Changes in Fund Balance—Nonmajor Governmental Funds
For the Year Ended June 30, 2009
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Special
Gasoline Tax
Legislative Street Public Safety
Equipment = Maintenance Gross
Grants Fund Receipts Tax

- $ - $ 3,123,376

- 1,500,595 -

- 9,216 -
776,058 - -
776,058 1,509,811 3,123,376
336,413 - -
101,988 - 2,144,547

5,791 - 1,025,515
5,000 - -

- 602,133 -
354,812 71,178 -
804,004 673,311 3,170,062
(27,946) 836,500 (46,686)

- (576,560) -

- (576,560) -
(27,946) 259,940 (46,686)

27,946 525,324 567,733

- $ 785264 $§ 521,047




Revenue Fund

Older
Keep Americans Cash in Children,
Las Cruces Act Lieu of Youth, and
Beautiful Programs Commodities RSVP Families
$ -8 -8 -8 - -
37,074 779,505 152,543 87,914 116,466
37,074 779,505 152,543 87,914 116,466
95,678 - - - -
- 1,957,404 139,593 177,089 127,653
95,678 1,957,404 139,593 177,089 127,653
(58,604)  (1,177,899) 12,950 (89,175) (11,187)
58,604 1,279,149 - 69,672 14,702
- (71,752) - - -
58,604 1,207,397 - 69,672 14,702
- 29,498 12,950 (19,503) 3,515
- 194,423 3,871 19,503 81,014
$ - $ 223921 $ 16,821 $ - 84,529
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Revenues

Taxes

Gross receipts

Property

Lodgers

State-shared
Charges for services
Fees and fines
Investment income (loss)
Licenses and permits
Intergovernmental
Other

Total revenues

Expenditures

Current
General government
Facilities
Police
Fire
Community development
Public services
Public works
Capital outlay
Debt service
Principal
Interest and other charges

Total expenditures

Revenues over (under) expenditures

Other Financing Sources (Uses)
Issuance of debt
Sale of capital assets
Transfers in
Transfers out
Total other financing sources (uses)
Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year

City of Las Cruces
Combining Statement of Revenues, Expenditures and

Changes in Fund Balance—Nonmajor Governmental Funds
For the Year Ended June 30, 2009
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Special
Senior State Library Street
Employment Resources Maintenance
Program Grant Operations
$ - $ - $ -
9,508 54,803 -
9,508 54,803 -
5,312 6,218 -
- 48,585 -
5,312 54,803 -
4,196 - -
- - (49,930)
- - (49,930)
4,196 - (49,930)
(4,196) 248 49,930
$ - $ 248 § -




Revenue Fund

continued

Special
NMFA Assessments/ Regional State
Flood Control Northrise Downtown Planning Operations
Operations Morningstar  Revitalization Project Grants
$ - S5 - 5 - 8 - 3 -
11,860 (2,629) 8,372 (435) -
(23,975) - - - -
- - 650 - 276,214
(12,115) (2,629) 9,022 (435) 276,214
- - 10,369 - -
411,224 - - - 294,681
- - 61,515 - -
411,224 - 71,884 - 294,681
(423,339) (2,629) (62,862) (435) (18,467)
200,000 - - - 2,846
200,000 - - - 2,846
(223,339) (2,629) (62,862) (435) (15,621)
602,440 20,799 370,087 265,110 15,621
$ 379,101 § 18,170 § 307,225 $§ 264,675 § -
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Changes in Fund Balance—Nonmajor Governmental Funds
For the Year Ended June 30, 2009

Special

Valley View Griggs and Las Cruces
Heske Walnut Convention
Garden Plume Center

Revenues

Taxes
Gross receipts $ - $ - $ -
Property - - -
Lodgers - - -
State-shared - - -
Charges for services - - -
Fees and fines - - -
Investment income (loss) 4,702 3,235 668
Licenses and permits - - -
Intergovernmental - - -
Other 22 196,296 1,132,660

Total revenues 4,724 199,531 1,133,328

Expenditures

Current
General government - 309,296 -
Facilities 9,140 - -
Police - - -
Fire - - -
Community development - - -
Public services - - -
Public works - - -
Capital outlay - - -
Debt service
Principal - - -
Interest and other charges - - -

Total expenditures 9,140 309,296 -
Revenues over (under) expenditures (4,416) (109,765) 1,133,328

Other Financing Sources (Uses)

Issuance of debt - - -

Sale of capital assets - - -

Transfers in - - -

Transfers out - - (1,133,335)
Total other financing sources (uses) - - (1,133,335)
Net change in fund balances (4,416) (109,765) (7

Fund balances, beginning of year 182,032 274,691 7
Fund balances, end of year $ 177,616 $§ 164926 $ -
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Revenue Fund

Safe
TIDD Traffic State
Telshor Dedicated Operations Special
Facility Revenues Program Projects
$ - $ 270,893 $ - $ -
- 208,625 - -
- - 934,096 -
(3,400,978) ) (29) -
- - - 29,446
336,273 - 3,531 -
(3,064,705) 479,509 937,598 29,446
277,967 116 - -
- - - 29,446
- - 382,161 -
277,967 116 382,161 29,446
(3,342,672) 479,393 555,437 -
(240,000) - - -
(240,000) - - -
(3,582,672) 479,393 555,437 -
23,899,960 - - -

$20,317,288 § 479,393 § 555437 $ -
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Revenues

Taxes

Gross receipts

Property

Lodgers

State-shared
Charges for services
Fees and fines
Investment income (loss)
Licenses and permits
Intergovernmental
Other

Total revenues

Expenditures

Current
General government
Facilities
Police
Fire
Community development
Public services
Public works
Capital outlay
Debt service
Principal
Interest and other charges

Total expenditures

Revenues over (under) expenditures

Other Financing Sources (Uses)
Issuance of debt
Sale of capital assets
Transfers in
Transfers out
Total other financing sources (uses)
Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year

City of Las Cruces
Combining Statement of Revenues, Expenditures and

Changes in Fund Balance—Nonmajor Governmental Funds
For the Year Ended June 30, 2009
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Capital

Public Parks Street

Airport

Development Improvement Improvement

$ - $ - $ -

269,530 - -
53,298 32,006 25,488
339,642 1,481,679 694,669

- 303,750 -
662,470 1,817,435 720,157

1,419 ; _
1,630,008 4,955,789 668,239
1,632,327 4,955,789 668,239
(969,857)  (3,138,354) 51,918

- 48,575 -

- (145,367) -

- (96,792) -
(969,857)  (3,235,146) 51,918
2,341,365 5,791,083 665,330
$ 1,371,508 $ 2,555,937 $ 717,248




Projects Fund

continued

Sales Tax- Capital Legislative EDA West
Street NMFA Improvement Capital State Capital Mesa Industrial
Maintenance Flood Control Reserve Improvements Improvements  Park Fund
$ 6,249,020 $ - $ - $ - $ - -
- 3,441,031 - - - _
11,442 70,762 128,314 - - 32,314
- - - - 5,777,671 -
62,150 44,822 199,480 - - 21,267
6,322,612 3,556,615 327,794 - 5,777,671 53,581
216,779 34,410 - - 33,876 13,951
1,456,898 3,588,061 1,828,530 - 5,743,795 1,358,916
1,673,677 3,622,471 1,828,530 - 5,777,671 1,372,867
4,648,935 (65,856)  (1,500,736) - - (1,319,286)
- 4,107,446 - - - -
- - - - - 587,667
4,319 - 2,610,000 - - -
(4,629,734)  (1,874,199) - - - -
(4,625,415) 2,233,247 2,610,000 - - 587,667
23,520 2,167,391 1,109,264 - - (731,619)
1,370,302 2,923,978 5,000,918 - (23,449) 1,182,293
$ 1,393,822 § 5,091,369 §$§ 6,110,182 $ - $ (23,449) § 450,674
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Changes in Fund Balance—Nonmajor Governmental Funds
For the Year Ended June 30, 2009

Revenues

Taxes

Gross receipts

Property

Lodgers

State-shared
Charges for services
Fees and fines
Investment income (loss)
Licenses and permits
Intergovernmental
Other

Total revenues

Expenditures

Current
General government
Facilities
Police
Fire
Community development
Public services
Public works
Capital outlay
Debt service
Principal
Interest and other charges

Total expenditures
Revenues over (under) expenditures

Other Financing Sources (Uses)

Issuance of debt
Sale of capital assets
Transfers in
Transfers out
Total other financing sources (uses)

Net change in fund balances

Fund balances, beginning of year

Fund balances, end of year
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Capital
2003
Sales Tax State 2003
Facilities Equipment Sales Tax
and Parks Acquisition  Street Lights
$ - $ - $ -
3,115 5,341 8,473
3,115 5,341 8,473
25,253 192,251 616,341
25,253 192,251 616,341
(22,138) (186,910) (607,868)
(22,138) (186,910) (607,868)
119,018 1,009,141 678,802
$ 96,880 $ 822,231 § 70,934




continued

Projects Fund

2005 Gross 2007 Federal
Receipts Tax NMFA NMFA Stimulus
Public Parking Street Capital
Improvements Deck Improvements Projects Total
$ - $ - $ - $ - $ 12,250,909
- - - - 3,441,031
- - - - 1,663,615
- - - - 1,763,863
- - - - 537,362
- - - - 1,688,045
(12,104) 10,735 4,208 - (2,514,563)
- - - - 1,749
- - - 57,815 13,059,726
- - - - 3,833,243
(12,104) 10,735 4,208 57,815 35,724,980
- - - - 2,107,797
- 91,411 - - 476,779
- - - - 6,508,234
- - - - 1,362,675
- - - - 1,511,940
- - - - 3,908,190
14,178 - - - 1,621,232
1,590,196 813,314 1,578,073 57,815 27,059,002
- - - - 8,069,188
- - - - 4,307,153
1,604,374 904,725 1,578,073 57,815 56,932,190
(1,616,478) (893,990)  (1,573,865) - (21,207,210)
- 5,185,605 - - 9,749,434
- - - - 587,667
145,367 - - - 19,804,881
- - - - (12,654,585)
145,367 5,185,605 - - 17,487,397
(1,471,111) 4,291,615 (1,573,865) - (3,719,813)
2,139,544 - 2,673,831 - 66,591,815
$ 668,433 $§ 4291,615 § 1,099,966 $ - $ 62,872,002

135



g

City eff Leaw Cruees

136



Nonmajor Enterprise Funds

137



City of Las Cruces

Combining Statement of Net Assets—Nonmajor Enterprise Funds

Assets

Current assets
Pooled cash and investments
Accounts receivable, net of allowance for
uncollectible accounts
Due from other governments

Total current assets

Noncurrent assets
Other assets

Capital assets
Less: accumulated depreciation
Net capital assets
Total noncurrent assets

Total assets
Liabilities
Current liabilities
Accounts and contracts payable

Accrued liabilities
Current portion of noncurrent liabilities

Total current liabilities

Noncurrent liabilities
Compensated absences
Total noncurrent liabilities
Total liabilities

Net Assets

Invested in capital assets, net of related debt

Unrestricted

Total net assets

June 30, 2009
Clean
Transit & Alternative Community
Intermodal Fuel Station Commission Totals

672,043 § - $ 29,623 §$ 701,666
4,882 - - 4,882
17,221 - - 17,221
694,146 - 29,623 723,769

- 51,377 - 51,377
7,049,612 345,729 163,248 7,558,589
(3,233,948) (193,980) (144,461) (3,572,389)
3,815,664 151,749 18,787 3,986,200
3,815,664 203,126 18,787 4,037,577
4,509,810 203,126 48,410 4,761,346
3,140 - 1,148 4,288
71,599 - - 71,599
24,232 - - 24,232
98,971 - 1,148 100,119
96,928 - - 96,928
96,928 - - 96,928
195,899 - 1,148 197,047
3,815,664 151,749 18,787 3,986,200
498,247 51,377 28,475 578,099

$ 4313911 $ 203,126 $ 47,262 $ 4,564,299
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Fund Net Assets—Nonmajor Enterprise Funds
For the Year Ended June 30, 2009

Clean
Alternative Community
Transit Fuel Station Commission Totals

Operating Revenues

Sales/charges $ 402,715 $ - $ - $ 402,715

Other 17,729 - - 17,729
Total operating revenues 420,444 - - 420,444

Operating Expenses

Personnel services 2,689,761 - - 2,689,761

Supplies 87,241 - - 87,241

Utilities 27,663 - 12,418 40,081

Professional services 95,244 - 27,500 122,744

Motor pool charges 433,815 - - 433,815

Motor fuel 259,245 - - 259,245

Repairs and maintenance 117,886 - - 117,886

Depreciation and amortization 432,084 28,981 37,385 498,450

Insurance 23,300 - - 23,300

Other 5,000 - - 5,000
Total operating expenses 4,171,239 28,981 77,303 4,277,523
Operating income (loss) (3,750,795) (28,981) (77,303) (3,857,079)

Nonoperating Revenues (Expenses)

Grants and contributions 2,789,487 - - 2,789,487
Total nonoperating revenue (expenses) 2,789,487 - - 2,789,487
Income (loss) before transfers (961,308) (28,981) (77,303) (1,067,592)

Transfers in 2,575,752 - 54,400 2,630,152

Transfers out (15,500) - - (15,500)

Increase in fund net assets 1,598,944 (28,981) (22,903) 1,547,060

Net assets, beginning of year 2,714,967 232,107 70,165 3,017,239

Total net assets, end of year $ 4313911 $ 203,126 $ 47262 $ 4,564,299
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City of Las Cruces

Combining Statement of Cash Flows—Nonmajor Enterprise Funds
For the Year Ended June 30, 2009

Cash flows from operating activities
Cash received from customers

Cash paid to suppliers
Cash paid to employees
Other receipts

Net cash used by operating activities

Cash flows from noncapital financing activities

Grants and contributions
Transfers in
Transfers out
Net cash provided by noncapital financing activities

Cash flows from capital financing activities
Sale (purchase) of capital assets

Net cash used by capital financing activities
Cash flows from investing activities

Net increase (decrease) in pooled
cash and investments

Pooled cash and investments, beginning
of year

Pooled cash and investments, end of year

Clean
Alternative Community
Transit Fuel Station Commission Totals

$ 403,069 $ - $ - $ 403,069
(1,187,002) - (42,277) (1,229,279)
(2,662,799) - - (2,662,799)

17,729 - - 17,729
(3,429,003) - (42,277) (3,471,280)

2,908,783 - - 2,908,783

2,575,752 54,400 2,630,152
(15,500) - - (15,500)

5,469,035 - 54,400 5,523,435
(1,832,107) - - (1,832,107)
(1,832,107) - - (1,832,107)

207,925 - 12,123 220,048

464,118 - 17,500 481,618

$ 672,043 $ - $ 29,623 $ 701,666
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City of Las Cruces
Combining Statement of Cash Flows—Nonmajor Enterprise Funds — continued
For the Year Ended June 30, 2009

Clean
Alternative Community
Transit Fuel Station Commission Totals
Reconciliation of operating income to net cash used
by operating activities
Operating loss $ (3,750,795) $ (28,981) § (77,303) $ (3,857,079)
Adjustments to reconcile operating income
to net cash provided by operating activities
Depreciation and amortization 432,085 28,981 37,384 498,450
Change in assets and liabilities
Accounts receivable 354 - - 354
Accounts and contracts payable (137,608) - (2,358) (139,966)
Wages payable and accrued liabilities 26,961 - - 26,961
Total adjustments 321,792 28,981 35,026 385,799
Net cash used by operating activities $ (3,429,003) $ - $ (42,277) $§ (3,471,280)
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