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Novem!

To the Honorable Mayor, Members of the Governing Council, and Citizens of the
City of Santa Fe:

State law requires the State Auditor to promulgate reasonable regulations necessary to
carry out the duties of the office. These duties include regulations that require all
municipalities in the State of New Mexico to submit a complete set of financial
statements. These statements should be presented in conformity with generally accepted
accounting principles (GAAP). They should also be audited in accordance with generally
accepted auditing standards by a firm of licensed certified public accountants for the
previous fiscal year ending June 30. Pursuant to that requirement we hereby issue the
Comprehensive Annual Financial Report of the City of Santa Fe for the fiscal year ending
June 30, 2014.

This report consists of management’s representations concerning the finances of the City
of Santa Fe. Consequently, management assumes full responsibility for the completeness
and reliability of all of the information presented in this report. To provide a reasonable
basis for making these representations, management of the City of Santa Fe has
established a comprehensive internal control framework. It is designed to protect the
City’s assets from loss, theft, or misuse and to compile sufficient reliable information for
the preparation of the City of Santa Fe’s financial statements in conformity with GAAP.
Because the cost of internal controls should not outweigh their benefits, the City of Santa
Fe’s comprehensive framework of internal controls has been designed to provide
reasonable, rather than absolute assurance that the financial statements will be free from
material misstatement. As management, we assert that to the best of our knowledge and
belief this financial report is complete and reliable in all material respects.

The City of Santa Fe’s financial statements have been audited by Accounting &
Consulting Group, LLP, a firm of licensed certified public accountants. The goal of the
independent audit is to provide reasonable assurance that the financial statements of the
City of Santa Fe for the fiscal year ended June 30, 2014 are free of material misstatement.
The independent audit involved examining on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management and evaluating the overall financial
statement presentation. The independent auditor concluded; based upon the audit, that
there was a reasonable basis for rendering an unmodified opinion that the City of Santa
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Fe’s financial statements for the fiscal year ended June 30, 2014, are fairly presented in
conformity with GAAP. The independent auditor’s report is presented in the first section
of the financial report.

The independent audit of the financial statements of the City of Santa Fe was part of a
broader, federally mandated “Single Audit” designed to meet the special needs of federal
grantor agencies. The standards governing Single Audit engagements require the
independent auditor to report not only on the fair presentation of the financial statements,
but also on the audited government’s internal controls and compliance with legal
requirements, with special emphasis on internal controls and legal requirements involving
the administration of federal awards. These reports are available herein as a separately
issued Single Audit Report.

GAAP requires that management provide a narrative introduction, overview and analysis
to accompany the basic financial statements in the form of Management’s Discussion and
Analysis (MD&A). This letter of transmittal is designed to complement MD&A and
should be read in conjunction with it. The City’s MD&A can be found immediately
following the report of the independent auditors.

PROFILE OF GOVERNMENT:

The City of Santa Fe was founded in 1609 and chartered as a town in 1891 under
territorial law. It is located in the central northern part of the state and is the oldest
capital in the United States. The current population is approximately 82,800 people. The
City in December 1997, by electoral vote, approved a Municipal Charter which became
effective in March 1998. The City is empowered to levy a property tax on real property
located within its boundaries. It’s also empowered by state statute to extend its corporate
limits by annexation, which occurs periodically when deemed appropriate by the
governing body.

The City of Santa Fe has operated under the mayor-council-city manager form of
government since 1954. Policy-making and legislative authority are vested in the
governing body consisting of the mayor and eight city councilors. The governing body
serves as the principal policy maker of the City. The governing body is responsible for
passing ordinances, management of City finances and property, adopting the budget and
creation or abolition of departments. The mayor appoints and may remove the city
manager, the city attorney, the city clerk and members of advisory commission subject to
the approval of the governing body. The city manager is the chief administrative officer
of the City and is responsible for carrying out the policies and ordinances approved by
the governing body. In addition to overseeing the day-to-day operations of the City, the
city manager also appoints the directors of the various departments, the preparation of the
annual budget and keeps the governing body informed of the financial condition and
needs of the City. The governing body is elected on a non-partisan basis. City council
members serve four-year staggered terms with four city councilors elected every two
years; districts elect the eight council members. The mayor is elected at large in addition
to serving a four-year term. On March 4, 2014 the voters approved an amendment to the
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Municipal Charter to read that the mayor shall have a vote on all matters the come before
the governing body.

The City provides a full range of services: including police and fire protection, public
works, highways and streets, wastewater operations, refuse collection and transport,
water services, transit, parking facilities operations, convention center services,
recreational activities, cultural events, community welfare and municipal airport.

The annual budget serves as the foundation for the City of Santa Fe’s financial planning
and control. All departments of the City are required to submit requests for
appropriations to the city manager in March of each year. The city manager uses these
requests as the starting point for developing a proposed budget for the upcoming fiscal
year. The city manager then presents this proposed budget to the finance committee
(composed of five city councilors) in April through a series of public meetings. The city
council reviews the finance committee’s recommended budget for adoption of a final
budget by June 1 for the fiscal year commencing July 1. The appropriated budget is
prepared by fund, function (e.g., public safety), and division (e.g., water). The city
manager may approve transfers of appropriations within a department up to $50,000.
Transfers over $50,000 or between funds and budget increases require city council
approval. Budget-to-actual comparisons are provided in this report at the function level
for the general fund, at the fund level for the special revenue and capital improvement
funds and at the division level for the proprietary funds for which an appropriated annual
budget has been adopted. For the general fund, this comparison is presented on pages 23
through 25 as part of the basic financial statements for the governmental funds. For
funds, other than the general fund, with appropriated annual budgets, this comparison is
presented in the fund subsections of this report.

FACTORS AFFECTING FINANCIAL CONDITION:

The information presented in the financial statements is perhaps best understood when it
is considered from the broader perspective of the specific environment within which the
City of Santa Fe operates.

Local economy- The City of Santa Fe has a relatively stable economy. As the state
capital it benefits from a stable, educated government work-force. This total is estimated
to be around 16,300 people which are about 22% of the workforce across all levels of
government. Many residents also work at Los Alamos National Laboratory, one of the
country’s premier scientific research centers.

Santa Fe's economy has been based largely on tourism and state government. As capitol
of New Mexico, the government is the largest employer in the area. Santa Fe receives an
average of 1.6 million visitors annually. Santa Fe has been named as one of the top ten
tourist destinations in the country by Travel and Leisure magazine. Furthermore, it is in
the top five art markets in the world and is in the top three in the United States. The
City’s spectacular setting and abundant cultural resources — including over 200 art
galleries, four star hotels and resorts, a nationally recognized opera company, music
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festivals, museums and more - draw visitors and second home owners from all over the
world. These assets create a robust business environment.

Like other communities, Santa Fe suffered through the most severe recession in decades.
For the first time, however, since 2008-2009, the gross receipt tax (GRT) reflected a
strong increase of about 4.28% for fiscal years 13 and 14 combined. In addition, through
the diligent and collective efforts of our elected officials and our staff, measures continue
to be taken to reduce expenditures, prioritize services, projects and to budget
conservatively without reducing community services. The City’s reliance on (GRT) as a
funding source for many decades has made it vulnerable to reductions in consumer
spending. The City maintains the financial soundness of its reserves as a buffer against
economic slowdowns and funds almost two-thirds of its total expenditures from utility
rates, fees, grants and activities.

The City Council is confident that a broad ranging program of cost reduction,
organizational change and service improvements, coupled with prudent use of reserves
will allow the City to deal with long term decline in revenues if the national economy
continues to recover slowly. By investing in the community the City made significant
investments in the long-term health of the City. These investments include completion of
a beautiful Convention Center and the successful completion of the Railyard Re-
development Project area. Additionally, The City has made a strong investment in the
Buckman Direct Diversion Water Treatment Facility as well as the Santa Fe University
of Art and Design. The Railyard, the Convention Center and the Buckman Direct
Diversion Water Treatment Facility are supported by dedicated gross receipts tax
increments in addition to program revenues.

The Rail Runner’s Santa Fe northern terminus is marked by bustling activity — an active
farmers market, restaurants and cafés, and a range of retail offerings. The 50-acre mixed-
use redevelopment of former industrial buildings and land is owned by the city. In fiscal
2009 commuter rail connections linked Santa Fe to Albuquerque and other communities.
In addition, a major airline began direct commercial air service to Santa Fe. These
changes have helped offset the reduction of economic activity resulting from the national
downturn. The unemployment rate for the region (which includes the City of Santa Fe
and the surrounding unincorporated areas within the same county) still remains lower
than the state unemployment rate of 6.5% and the national rate of 6.1% at June 2014.
Toward the end of Fiscal Year 2014, unemployment in Santa Fe was 5.2%.

The median sales price of homes sold in the City of Santa Fe during the second quarter of
2014 fell nearly 2% percent from the same period last year, according to figures released

by the Santa Fe Association of Realtors. But the number of homes sold was up by 7%, to
1,018 from 951.
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LONG-TERM FINANCIAL PLANNING:

During the last few years, the City completed the Santa Fe Community and Convention
Center and the Railyard Projects. Furthermore, the City has completed construction on a
Rio Grande River Diversion Project, the Buckman Direct Diversion Water Treatment
Facility, in partnership with Santa Fe County and a private development, Las Campanas
and is at full operation of the facility. The City Council adopted a ten-year financial plan
for the Water Division that includes annual rate increase of 8.2% for five years beginning
in 2009 and ending in January 2013. In the fall of 2013 Fitch Credit Rating Agency again
reaffirmed the City’s Water bond rating at “AAA”, which is a remarkable testament to
sound financial management in the current economic climate.

The City is engaged in the third year of a ten-year plan for its Wastewater Division and a
five-year plan for the Solid Waste Division. These planning efforts have assured that the
City maintains the financial soundness of its enterprise operations and increases the
resilience and flexibility of its governmental activities.

By continuing its practices of investing in the community, the City will have a presence
at the Railyard through the purchase of a business condominium in the Market Station.
This purchase is designed to increase the City’s assets and reduce the amount of rent paid
to house various departments.

CASH MANAGEMENT POLICIES AND PRACTICES:

Cash temporarily idle during the year was invested in demand deposits, certificates of
deposit, securities issued by the United States Government or its agencies or
instrumentalities, money market savings accounts and the New Mexico State Treasurer
Local Government Investment Pool (LGIP). The length of investment maturities, range
from 6 months to 5 years, with a weighted average maturity of 471 days and an average
weighted call/maturity of 226 days. The average yield on investments was .54% at June
30, 2014.

PROCUREMENT POLICIES AND PRACTICES:

As a home rule city, the City of Santa Fe has in place a comprehensive procurement
manual to guide and control all procurement done by the City and has a centralized
purchasing office that reviews all procurements for compliance. The procurement
manual is updated regularly as needed to adopt changes in City policies, address changes
in New Mexico State procurement rules and to address issues that may arise over time. It
also includes sections on federal procurement that may supersede the city policies and
procedures when federal regulations are required to be complied with. The procurement
manual and any changes are reviewed, approved and adopted by the City Council.

Risk management- The risk management programs include workers’ compensation,
comprehensive loss coverage, medical, safety, and other employee coverage programs.
As part of this comprehensive plan, resources are accumulated in internal service funds
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from premiums assessed to all departments and funds to cover the costs of potential
losses. In addition, with the third party administrators certain controls are used including
safety checks, employee prevention and reporting training, reviews to recognize liability
exposure, health and wellness information and other cost controls.

Pension and other post employment benefits- The City of Santa Fe participates in the
State of New Mexico Public Employees Retirement plan. Substantially all of the City’s
full-time employees participate in the retirement system authorized under the Public
Employees Retirement Act (Chapter 10, Article 11 NMSA 1978). The Public Employees
Retirement Association (PERA) is the administrator of the plan. The City fully funds the
required payments as determined by PERA through City and member contributions. In
June 2012 GASB approved a pair of related Statements that reflect substantial
improvements to the accounting and financial reporting of pensions by state and local
governments and pension plans. Statement No. 67 Financial Reporting for Pension Plans
addresses financial reporting for state pension plans. Statement No. 68, Accounting and
Financial Reporting for Pensions, establishes new accounting and financial reporting
requirements for governments that provide their employees with pensions. The City will
continue to work with PERA and with external Auditors to determine affects, reporting
requirements and fundamental changes in Statement presentation, estimated affective
date; Fiscal Year ending June 30, 2014.

The City also provides a Retiree Health Care Program through City and member
contributions to the fund. As of January 1, 2006, the program was transferred to the State-
sponsored New Mexico Retiree Health Care Authority.

Additional information of the City’s pension arrangements and postemployment benefits
can be found in Notes V. E. and F. on pages 64-66.

ACKNOWLEDGEMENTS:

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City
of Santa Fe for its comprehensive annual financial report for the fiscal year ended June
30, 2014. In order to be awarded a Certificate of Achievement, a government must
publish an easily readable and efficiently organized comprehensive annual financial

report. This report must satisfy both general accepted accounting principles and
applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our
current comprehensive annual financial report continues to meet the Certificate of
Achievement Program’s requirements and we are submitting it to the GFOA to determine
its eligibility for another certificate.
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The preparation of this report would not have been possible without the efficient and
dedicated services of the entire staff of the finance department. We would like to express
our appreciation to the Interim City Finance Director and all members of the department
who assisted and contributed to the preparation of this report. Credit also must be given
to the mayor and the governing body for their unfailing support for maintaining the
highest standards of professionalism in the management of the City’s finances.

Respectfully submitted,
T Bug b e
Brian K. Snyder, Teresita Garcia,

City Manager Interim City Finance Director
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INDEPENDENT AUDITORS’ REPORT

Hector H. Balderas

New Mexico State Auditor

The Office of Management and Budget
The Mayor and Members of City Council
City of Santa Fe

Santa Fe, New Mexico

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each major fund,
the aggregate remaining fund information, and the budgetary comparison for the General Fund of City of Santa Fe, New Mexico (the
City), as of and for the year ended June 30, 2014, and the related notes to the financial statements which collectively comprise the
City’s basic financial statements as listed in the table of contents. We also have audited the financial statements of each of the City’s
nonmajor governmental funds, nonmajor enterprise funds, the internal service funds, and the budgetary comparisons for the major
capital projects fund, major debt service fund, proprietary funds, and all nonmajor funds, presented as supplementary information, as
defined by the Governmental Accounting Standards Board, in the accompanying combining and individual fund financial statements
as of and for the year ended June 30, 2014 as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting
principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are free from material misstatements, whether due
to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements 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 are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

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



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, each major fund, and the aggregate remaining fund information of the City, as of
June 30, 2014, and the respective changes in financial position and where applicable, cash flows thereof and the respective budgetary
comparison for the general fund for the year then ended in accordance with accounting principles generally accepted in the United
States of America. In addition, in our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of each nonmajor governmental fund, each nonmajor enterprise fund, and the internal service funds of the
City, as of June 30, 2014, and the respective changes in financial position and cash flows, where applicable, thereof and the respective
budgetary comparisons for the major capital projects fund, major debt service fund, each nonmajor governmental fund, the proprietary
funds, and the internal service funds for the year then ended in accordance with accounting principles generally accepted in the United
States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s Discussion and Analysis on
pages 3 through 16 be presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the information and comparing
the information for consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the City’s financial statements, the combining and individual fund
financial statements, and the budgetary comparisons. The Schedule of Expenditures of Federal Awards as required by Office of
Management and Budget Circular A-133, Audit of States, Local Governments, and Non-Profit Organizations, introductory and
statistical sections, and the other schedules required by 2.2.2 NMAC are presented for the purposes of additional analysis and are not a
required part of the basic financial statements.

The Schedule of Expenditures of Federal Awards and the other schedules required by 2.2.2 NMAC are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with the auditing standards generally accepted in the United States of America. In our opinion,
the Schedule of Expenditures of Federal Awards and the other schedules required by 2.2.2 NMAC are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

The introductory section and statistical sections have not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 26, 2014 on our consideration of
the City’s internal control over financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on 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 in considering the City’s internal control over financial reporting and compliance.

J\m\g”%d\:ﬁ Cleng, hP

Accounting & Consulting Group, LLP
Albuquerque, New Mexico
November 26, 2014



Management’s Discussion and Analysis
(UNAUDITED)

As management of the City of Santa Fe (“City”), we offer readers of the City’s financial
statements this narrative overview and analysis of the financial activities of the City for the
fiscal year ended June 30, 2014. We encourage readers to consider the information
presented here in conjunction with additional information that we have furnished in our
letter of transmittal, which can be found on pages i through vi of this report.

Financial Highlights

e The assets of the City exceeded its liabilities at the close of the most recent fiscal year
by $616,682,820 (net position). Of this amount, $162,427,393 (unrestricted net
position) may be used to meet the City’s obligations to citizens and creditors.

e The City’s total assets decreased by $16,491,699 primarily because of the use of
Apache Jicarilla water rights and the restatement of bond issuance costs (GASB 65).

e As of the close of the current fiscal year, the City’s governmental funds reported
combined ending fund balances of $69,450,170 an increase of $2,168,135 in
comparison with the prior year. This primarily reflected an increase in governmental
revenues.

e Of the total governmental fund balances of $69,450,170 approximately 6%
($4,418,814) is consider non-spendable and approximately 83% ($57,647,920) is
spendable but reserved or designated for specific purposes. At the end of the current
fiscal year, the unassigned fund balance is $7,383,436 and is available for spending at
the City’s discretion.

e The City’s total long-term liabilities decreased by $9,454,995 during the fiscal year. In
conjunction with the annual debt service payment, this reflects the issuance of one
general obligation bond issue.

e The 2013 General Obligation Bonds issued in the par amount of $12,000,000
used to fund park improvements.

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 themselves.



Government-wide financial statements. The government-wide financial statements 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 position presents information on all of the City’s assets and liabilities,
with the difference between the two reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position
of the City is improving or declining.

The statement of activities presents information showing how the City’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon
as the underlying event giving rise to the change 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 the government-wide 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, public safety, highways and streets, sanitation, economic
development, and culture and recreation. The business-type activities of the City include
the operations of water, wastewater, solid waste, airport, convention center, transit, railyard
property, College of Santa Fe property, and two recreation facilities.

The government-wide financial statements can be found on pages 17 and 18 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. The City, 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 two categories: governmental funds and proprietary funds.

Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, 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 government funds
with similar information presented for government 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



balance provide a reconciliation to facilitate this comparison between governmental funds
and governmental activities.

The City maintains individual governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the General Fund, the CIP 1/2% Gross
Receipt Tax Fund, and the Debt Service Fund, all of which are considered to be major
funds. Data from the other governmental funds are 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 elsewhere in this report.

The City adopts an annual appropriated budget for all its funds. A budgetary comparison
statement has been provided for all its funds to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 19 through 24 of
this report.

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 its
Santa Fe Convention Center, Parking Operations, College of Santa Fe, Environmental
Services, Water Management, Transit Operations, Wastewater Management, Municipal
Recreation Complex, Genoveva Chavez Community Center, Railyard Property and
Airport. 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 Employee Health Care and Dental program, Risk Management
Administration, Workers’ Compensation and Union Sick Leave Bank. As the service of
these funds listed predominantly benefit governmental rather than business-type functions,
they have been included within governmental 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 Water Management, Wastewater Management, Environmental
Services, College of Santa Fe, Railyard Property, and the Santa Fe Convention Center, all
of which are considered major funds of the City. Internal service funds are combined into
a single, aggregated presentation in the proprietary fund financial statements. Individual
fund data for the internal service funds is provided in the form of combining statements
elsewhere in this report.

The basic proprietary fund financial statements can be found on pages 25 through 30 of the
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 to the financial statements can be found on pages 31
through 67 of this report.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s
financial position. In the case of the City, assets exceeded liabilities by $616,682,820 at
the close of the most recent fiscal year.

A portion of the City’s net position (65%) reflects its investment in capital assets (e.g.,
land, buildings, machinery, infrastructure, and equipment) less any related debt used to
acquire those assets that is still outstanding. The City uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending.
Although the City’s investment in its capital assets is reported net of related debt, it should
be noted that the resources needed to repay this debt must be provided from other sources,
since the capital assets themselves cannot be used to liquidate these liabilities.

CITY OF SANTA FE's
NET POSITION
June 30, 2014 and 2013

Governmental Business-type
Activities Activities Total
2014 2013 2014 2013 2014 2013

Current and other assets $ 93603034 $§ 94,386,396 § 152635615 & 159,507,652  § 246,238,649 § 253,894,048
Capital assets 314,363,276 316,157,853 456,580,298 463,757,854 770,943,574 779,915,707
Deferred outflows of resources - - 135,833 - 135,833

Total assets and deferred outflows of resources 407,966,310 410,544,249 609,351,746 623,265,506 1,017,318,056  1,033,809,755
Long-term liability 135,646,763 134,156,197 237,784,817 248,730,378 373/431,580 382,886,575
Other liabilities 18,201,687 18,501,913 6,656,960 8,165,199 24,858,647 26,667,112
Deferred inflow s of resources 2,345,009 - - - 2,345,009

Total fiabilities and deferred inflow's of resources 156,193,459 152,658,110 244,441,777 256,895,577 398,290,227 409,553,687
Net position:
Net investment in capital assets,

net of related debt 183,738,623 187,585,177 220,974,217 218,430,014 404,712,840 406,015,191
Restricted 42,689,826 42,214,935 6,852,761 7,967,211 49,542,587 50,182,146
Unrestricted 25,344,402 28,086,027 137,082,991 139,972,704 162,427,393 168,058,731

Total net position $ 251,772,851 $§ 257,886,139 § 364,909,969 $ 366,369,929 616,682,820 $ 624,256,068




An additional portion of the City’s net position (8.0%) represents resources that are subject
to external restrictions on how they may be used. The remaining balance of unrestricted
net position ($162,427,393) may be used to meet the City’s ongoing obligations to citizens
and creditors.

At the end of the current fiscal year, the City has maintained positive balances in all three
categories of net position, both for the government as a whole, as well as for its separate
governmental and business-type activities, however, it should be noted that net position in
the City’s Municipal Recreation Complex (MRC) Fund show negative net position
balances of $4,069,340.

For the Municipal Recreation Complex fund this results from the excess of long term bonds
payable over capital assets net of depreciation. MRC operations are supplemented by an
annual transfer for debt service and operations from the Capital Improvement Program
Gross Receipts Tax Fund.

The City’s net position decreased by $7,573,248 during the current fiscal year, this
decrease includes a restatement of bond issuance costs in order as a result of GASB 65
implementation in the amount of $4,448,806. Decreased program revenues in water
management and increased expenses for the Buckman facility in addition to usage of
Apache Jicarilla prepaid water rights.

Governmental activities. Governmental activities decreased the City’s net position by
$6,113,288. This was primarily due to a reduction in due from other funds and an increase
in debt payments. 78% of the taxes are provided by a gross receipts tax (GRT) levied on
goods and services in the amount of $83,572,424. This was a slight increase from the gross
receipts tax revenues received in 2013 in the amount of $81,173,711.



Revenues:
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Sales taxes
Other taxes
Other

Totai revenues

Expenses:
General Government
Public Safety
Public Works
Community Development
Culture and Recreation
Education
Interest on long-term debt
Wastewater Management
Water Management
Solid Waste Management
College of Santa Fe
Railyard Center
Santa Fe Convention Center
All other proprietary funds

Total expenses

Increase (decrease) in net position before transfers:

Transfers net
Increase (decrease) in net position

Beginning balance

Restatement of Bond issuance cost

Ending balance

CITY OF SANTA FE's Changes in Net Position
For Fiscal Years Ended June 30, 2013 and 2014

Governmental Business-type
Activities Activities Total
2014 2013 2014 2013 2014 2013
12,078,013 § 12532517 § 74922401 § 77982486  §  87,000414 § 90,515,003
5,607,777 6,044,573 2,568,477 2,510,011 8,176,254 8,554,584
2,616,956 1,778,392 5,849,670 4616377 8,466,626 6,394,769
83,572,424 81,173,711 11,462,992 11,138,547 95,035,416 92,312,258
22,476,351 20,788,174 22,476,351 20,788,174
1,463,973 1,895,727 1,145,909 488,156 2,609,882 2,383,883
127,815,494 124,213,094 95,949,449 96,735,577 223,764,943 220,948,671
27,489,494 24,755,660 27,489,494 24,755,660
43,895,286 42,282,709 43,895,286 42,282,709
16,598,017 16,759,696 16,598,017 16,759,696
10,748,946 11,352,721 10,748,946 11,352,721
13,264,424 13,767,279 13,264,424 13,767,279
2,547,259 2,711,183 2,547,259 2,711,183
4,037,236 5,768,231 4,037,236 5,768,231
12,991,007 13,100,203 12,991,007 13,100,203
46,776,694 39,530,468 46,776,694 39,530,468
11,763,404 11,147,965 11,763,404 11,147,965
2,516,891 922,854 2,516,891
5,234,566 4,134,223 5,234,566 4,134,223
4,930,009 5,193,941 4,830,009 5,193,941
- 24,096,152 23,837,594 24,096,152 23,837,594
118,580,662 117,397,479 108,308,723 97,867,248 226,889,385 215,264,727
9,234,832 6,815,615 (12,359,274) {1,131,671) (3,124 442) 5,683,944
(13,794,268) (13,149,210) 13,794,268 13,149,210
(4,559,436) (6,333,595) 1,434,994 12,017,539 (3,124 442) 5,683,944
257,886,139 264,219,734 366,369,929 354,352,390 624,256,068 618,572,124
(1553,852) (2,894,954) (4,448 806)
251,772,851 § 257,886,139 § 364,909,969 § 366369929 § 616682820 § 624,256,068




CITY OF SANTA FE
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CITY OF SANTA FE
Fiscal Year 13/14

Revenue by Source - Governmental Activity

Other taxes 10.76%. Charges for services 8.91%
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Business-type activities. = Business-type activities decreased in net position by
($12,359,274). Net transfers from Governmental activities of $13,794,268 resulted in an
increase in net position of $1,434,994. In 2013 the Water rate increase was the last of a 5
year financial plan to increase water rates. Environmental Services has not had a rate
increase since 2003. Waste Water has not had a rate increase since 2010. In funds where
revenues exceed operating expenses, rate revenues are set at a level that in combination
with net position support long term capital investment programs and maintenance of
prudent reserves. Much of the accumulated cash in the Water, Wastewater, Convention
Center and other business type activities are being used for large capital projects begin or
are completed.
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CITY OF SANTA FE
Fiscal Year 13/14

Expenses and Program Revenues-Business Type Activities
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CITY OF SANTA FE
Fiscal Year 13/14

Revenue by Source- Business-Type Activites
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Financial Analysis of the City’s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of the City’s govermmental funds is to provide
information on near-term inflows, outflows, and balances of expendable resources. Such
information is useful in assessing the City’s financing requirements. In particular,
unassigned 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 close of the current fiscal year, the City’s governmental funds reported combined
ending fund balances of $69,450,170 an increase of $2,168,135 in comparison with the
prior year. Most of the ending fund balance total amount ($57,647,920) constitutes
restricted and committed fund balance. Uses of these funds are limited to various degrees
by legal, contractual and policy restrictions.

Unlike government-wide financial statements debt is not included in fund financial
statements and expenditures for capital assets are not capitalized. Expenditures of fund
balances and revenues in special revenue funds, capital project funds and debt related funds
are generally subject to legal restrictions that limit use of those funds to specific purposes.
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The balance in those funds are considered spendable as are amounts set aside by the City
Council to provide funding for economic uncertainties and contingencies or liabilities not
accrued in the fund balance sheet under the principles of modified accrual accounting.

The General Fund is the chief operating fund for the City. At the end of the current fiscal
year, unreserved fund balance of the General Fund was $8,292,215 while total fund balance
was $15,769,852. As a measure of the General Fund’s liquidity, it may be useful to
compare both unassigned fund balance and total fund balance to total fund expenditures.
Unassigned fund balance represents 13 % of total expenditures and fund balance represents
24.6% of total expenditures.

The fund balance of the City’s General Fund increased by $1,174,325 during the current
fiscal year, a key factor was a slight increase in revenues.

The Debt Service fund has a total fund balance of $5,160,079 all of which is restricted for
the payment of debt service. The net increase in fund balance during the current year in the
debt service fund was $411,149 due primarily to the decrease in interest payments resulting
from two prior year refunding bond issues.

Proprietary funds. The City’s enterprise funds provide the same type of information
found in the government-wide financial statements, but in more detail.

Unrestricted net position at the end of the year amounted to $137,082,991 of which 67% is
for water management. Change in net position for enterprise funds was $1,434,994.

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget were relatively
minor ($1,470,148 increase in appropriations) and can be briefly summarized as follows:

997,837  increase in general government
182,616  increase in public safety
6,492  increase in public works
40,318  decrease in community development
33,849  increase in culture & recreation
4,113  increase in education
314,159 increase in transfers in from other programs
28,600  decrease in transfers out to other programs

@O LA

The decrease in transfers out from other funds covered some of the budgeted increases;
however cash balances funded the difference, which included carryover commitments from
the prior fiscal year. With some cost control measures enacted during the fiscal year as it
became apparent that revenues (particularly gross receipts tax revenues) would not be
realized, actual expenditures were 1.09% below the final budget in the amount of
$5,520,538. The actual revenues for the General Fund were $6,806,508 below budget.
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Capital Asset and Debt Administration

Capital assets. The City’s net investment in capital assets for its governmental and
business-type activities as of June 30, 2014 amounts to $404,712,840 (net of accumulated
depreciation and related debt). This investment in capital assets includes land, buildings
and systems, improvements, machinery and equipment, vehicles, infrastructure, and park
facilities. The total decrease in the City’s investment in capital assets for the current fiscal
year was 2% (a 1% decrease for governmental activities and 1% decrease for business-type
activities).

Major capital asset events during the current fiscal year included the following:

e Construction in progress in various City facilities totaled $76,752,177 in both
governmental-type and business-type funds. This is an increase from the previous
year.

e General City projects in progress included street paving, signalization, river channel
improvements, park improvements, building renovations, and street traffic calming
projects for a total amount of $26 million.

CITY OF SANTA FE's Capital Assets

(Net of Depreciation)
For Fiscal Years Ending June 30, 2014 and 2013

Governmental Business-type
Activities Activities Total
2014 2013 2014 2013 2014 2013
Land and Water Rights $ 169,939,946 § 169,939,946 $ 40,013,096 $ 39,193,216 § 209,953,042 $ 209,133,162
Construction in Progress 26,255,814 20,354,725 50,496,363 38,149,809 76,752,177 58,504,534
Art 922,920 922,920 185,971 185,971 1,108,891 1,108,891
Buildings and Systems 41,092,436 42,541,616 253,540,008 260,342,999 294,632,444 302,884,615
Improvements 21,979,642 23,568,634 55,328,621 63,953,744 77,308,263 87,522,378
Sewerlines - - 44,384,905 48,480,342 44,384,905 48,480,342
Equipment and Machinery 2,473,999 2,892,658 3,460,181 3,891,930 5,934,180 6,784,588
Furniture and Fixtures 177,704 211,652 812 8,571 178,516 220,223
Vehicles 5,696,636 6,115,206 8,381,223 8,581,678 14,077,859 14,696,884
Data Processing and Software 2,021,174 2,711,933 789,118 969,594 2,810,292 3,681,527
Traffic Signals 917,653 1,174,410 - - 917,653 1,174,410
Streets and Bridges 42,885,352 45,724,153 - - 42,885,352 45,724,153
Total $ 314,363,276 $ 316,157,853 $ 456,580,298 $ 463,757,854 $ 770943574 § 779,915,707

Additional information on the City’s capital assets can be found in note IV-D on pages
48-50 of this report.
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Long-term debt at the end of the current fiscal year, the City had total outstanding debt of
$351,131,989. Of this amount, governmental activity related debt consisted of $82,355,000
in debt backed by gross receipts tax revenues and lodgers tax, $3,006,334 in outstanding
revenue-backed loans, and $37,265,000 in outstanding property tax supported general
obligation debt. In addition, business type debt backed by specified operational revenue
sources consisted of $185,900,000 in bonds and $42,605,655 in loans.

CITY OF SANTA FE'S OUTSTANDING DEBT
Revenue Bonds, General Obligation Bonds & Loans
For Fiscal Years Ending June 30, 2014 and 2013

Governmental Activities Business-type Activities Total
2014 | 2013 2014 | 2013 2014 2013
Revenue Bonds $ 82,355,000 $ 89,625,000 $185,900,000 $194,225,000 $268,255,000 $283,850,000
General Obligation $ 37,265,000 $ 26,510,000 $ - 3 - § 37,265,000 $ 26,510,000
Loans $ 3,006,334 $ 3,172,784 $ 42,605,655 $ 44,603,487 $ 45,611,989 $§ 47,776,271
TOTAL $122,626,334 $119,307,784 $228,505,655 $238,828,487 $351,131,989 $358,136,271

As of June 30, 2014, the City had twelve outstanding issues that were not insured.
Underlying ratings for the different types of debt issues by the City are:

S&P/Moody's/Fitch S&P/Moody's/Fitch

Bond Type 06/30/2014 Current
Genera] Obligation AA/Aa3/AA+ AA/Aa3/AA+
Senior Lien Gross Receipts Tax AA+/Aa3/AA+ AA+/Aa3/AA+
Water System Revenues AA+/Aa2/AAA AA+/Aa2/AAA
Subordinate Lien Gross Receipts Tax AA/AT/AA AA/AT/AA

Source: First Southwest Company

Six of the City’s bonds were issued with insurance. Major changes in the bond market
resulted in the following effects on these bond insurance firms.

S&P/Moody's S&P/Moody's
Firm 6/30/02014 Current
AMBAC Withdrawn/W ithdrawn Withdrawn/Withdrawn
MBIA A-/B2 A-/B2
FSA/Assured Guaranty Municipal AA/A2 AA/A2

XL Capita[ Assurance/ Syncora Guarantee Withdrawn/Withdrawn Withdrawn/W ithdrawn
Source: First Southwest Company

The significant drops in the ratings of the insurance firms have made the City’s underlying
ratings equal to or higher than those of the bond insurers.
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State statutes limit the amount of general obligation debt a governmental entity may issue
to 4% of its total assessed valuation. The current debt limitation for the City is
approximately $148 million, which is significantly in excess of the City’s total outstanding
general obligation bond capital improvement project debt of $37,265,000 at June 30, 2014.

Additional information on the City’s long-term debt can be found in note IV-H on pages 53
through 59 of this report.

Economic Factors and Next Year’s Budgets and Rates

e The 2014 unemployment rate for Santa Fe as of July was 5.7% and is lower than
other Cities in New Mexico. The State’s 2014 unemployment rate for the same
period was 7.3% with the national rate of 6.5%. (source: NM Dept. of Workforce
Solutions; Table A)

e During the latter part of 2009 and into 2010, significant declines in fair value
occurred in worldwide securities and various real estate markets. The City
witnessed a significant impact of these declines on gross receipts tax, lodgers’ tax
and certain other revenue categories through 2011. City management responded
with multiple actions including budget realignment and evaluation, project and
policy adjustments, and review of future plans and budgets. In 2014 economic
conditions have improved slightly and reflected marked, slow and steady
improvement. The median sales price of homes sold in the city of Santa Fe during
the third quarter of 2014 fell nearly 7 percent from the same period last year,
according to figures released by the Santa Fe Association of Realtors. The number
of homes sold declined by 2 percent, to 190 from 239. The City’s financial
condition however shows economic stability is provided by the large state
government presence, and unemployment rates in Santa Fe continue to remain
below state and national averages. All of these factors were considered in preparing
the City’s budget and revenue projections for fiscal year 14/15.

Requests for Information
This financial report is designed to provide a general overview of the City’s finances for all
those with an interest in the government’s finances. Questions concerning any of the

information provided in this report or requests for additional financial information should
be addressed to the City Finance Director, P.O. Box 909, City of Santa Fe, NM 87504.
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CITY OF SANTA FE, NEW MEXICO

Statement of Net Position

June 30, 2014

Governmental Business-type
Activities Activities Total
ASSETS
Cash, investments and cash equivalents $ 57,625,937 $ 127,875,259 185,501,196
Receivables (net of allowance for
uncollectables) 3,873,532 11,307,185 15,180,717
Internal balances 4,457 915 (4,457,915) ° -
Inventories 84,271 454,081 538,352
Prepaid expenses 60,000 5,742,985 5,802,985
Restricted assets:
Temporarily restricted:
Cash,investments and cash equivalents 9,896,219 6,852,761 16,748,980
Interest receivable 69,971 147,284 217,255
Intergovernmental receivable 17,535,189 4,713,975 22,249,164
Capital assets (net of accumulated
depreciation):
Land, land rights, and water rights 169,939,946 40,013,096 209,953,042
Buildings and structures 57,941,089 307,920,796 365,861,885
Improvements 53,618