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Honorable Board of Bernalillo County Commissioners:

I am pleased to present the Fiscal Year 2011 and 2012 biennial budget, which supports County
government’s efforts to improve the quality of life for residents, make local government more effective and
efficient, and protect the interests of its citizens. The programs and services made available through this
biennial budget plan provide the foundation for the County’s service delivery systems, its financial future,
and the quality of life for its citizens. This plan balances revenues and expenditures for each year of the
biennium and conforms to State of New Mexico Department of Finance and Administration (DFA)
requirements.

Many changes are reflected in this edition of the budget book. Department program summaries have been
improved and streamlined to provide greater readability and focus on the mission and services, as well as
the issues and outcomes expected by County departments. Additionally, financial data for departments is
consolidated to provide the reader a better picture of the overall mix of funding utilized. Our new
enterprise resource planning software has played a key role in updating the look and feel of this budget
document and providing the level of detail expected by you, the public and County management.

ECONOMIC OUTLOOK

The United States economy has officially been in a recession since December of 2007. While no
pronouncement has been made by the Bureau of Economic Research, many economists believe the
recession is over. The unemployment rate, however, continues to rise and job growth is sluggish or
nonexistent across the nation. There is some reason for optimism, however, as gross domestic product
increased in the third and fourth quarters of 2009 according to data from the University of New Mexico
Bureau of Business and Economic Research. Their forecast calls for slow but steady GDP growth over the

next several years. National nonfarm employment is expected to be negative overall for 2010, but slow
growth is anticipated for 2011 and beyond.

Albuquerque MSA data suggests job growth will turn positive in the fourth quarter of 2010 and will
average -0.5 percent growth for the year. 2011 is projected to bring 1.9 percent job growth followed by a
gain of 1.9 percent in 2012 with the solar manufacturing industry accounting for a significant portion of
that growth. Construction job growth is expected to remain negative in 2010 and 2011 with 1.4 percent
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growth in that sector expected in 2012. The unemployment rate in the Albuquerque MSA is expected to
peak at 8.4 percent for 2010 and gradually decline to around 7 percent over the next three years.

The State of New Mexico, the cities of Albuquerque, Rio Rancho, and Belen, as well as numerous other
jurisdictions faced with declining gross receipts tax revenue, have recently implemented layoffs, unpaid
employee furloughs, and even increases to the gross receipts tax rate. Bernalillo County has been able to
weather the current recession without taking such drastic measures. In fact, the budget presented for your
consideration does not propose any layoffs, furloughs or tax increases. Due to conservative forecasting of
revenues and prudent management of County resources, our budget proposal, while decreased from prior
years, is balanced and, management feels, is realistic in this current economic climate.

CITIZEN INVOLVEMENT

In preparing for this biennial budget the County has taken steps to maximize public awareness and
involvement opportunities in the County’s budget process. The County Commission held a two-day public
budget study session broadcast live on GOV-TV. Aside from the increased awareness brought about by the
live broadcast, public input opportunities were plentiful on both days of the study session. In addition, the
County has engaged the services of a local public polling firm to conduct a countywide citizen awareness
and satisfaction survey. This information will assist the County in identifying citizen satisfaction levels
and priorities which will be valuable for future budgeting and planning efforts. Of course these steps are in
addition to the hundreds of citizen volunteers that serve on the County’s many boards and commissions.
As always, we are appreciative of their efforts and sincerely thank them for taking the time to provide input
into the programs and services provided by Bernalillo County.

CAPITAL IMPROVEMENT PLAN

The State of New Mexico is experiencing a severe budget shortfall as gross receipts tax, oil and gas
royalties and other state sources of revenue decline. As a result, the County is expecting very little capital
outlay funding from the State. Public input meetings regarding the County’s capital improvement efforts
have been held throughout the County. Due to the decrease in state capital funding it is more important
than ever that the County closely examine and prioritize capital requests to ensure funding is available in
the 2010 general obligation bond package to build needed infrastructure, but also that operating costs are
closely analyzed to ensure operating revenues are available as projects are completed. In the coming
biennium a number of projects are expected to be completed that will facilitate our public safety efforts and

commitment to providing high-quality facilities and programs for youth and seniors throughout the
community.

Financial Management

Bernalillo County takes pride in its ability to carefully manage the public funds with which it is entrusted.
The fact that this careful oversight has been recognized by national organizations brings external validity to
the County’s financial oversight responsibilities. The County received the “Distinguished Budget
Presentation Award” from the national Government Finance Officers Association for the twelfth
consecutive year for the last biennial budget, and expects that this biennial budget also will receive this
distinction.  Additionally, the County received the organization’s “Certificate of Achievement for
Excellence in Financial Reporting™ for the fifth consecutive year. These awards are tangible recognition of
the effort by County staff to present a quality budget document that is in compliance with nationally

developed standards and a commitment to presenting accurate financial statements that meet national
accounting standards.
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In December 2009, Standard & Poor’s, a national rating agency, awarded the County a “AAA” rating—the
agency’s highest rating. Bernalillo County is part of a select group of only 48 out of 3,141 counties in the
U.S. to achieve this status, placing the County’s bond rating in the top 1.5% in the country. In addition,
the agency gave the County a rating of “Strong” under their Financial Management Assessment criteria,
also their highest rating in that category.

In May 2010, Fitch Ratings recalibrated its ratings of the County’s outstanding bond issuances and
upgraded each of them. All outstanding County general obligation bonds have been upgraded by Fitch
from “AA+” to “AAA” while gross receipts tax revenue bonds were upgraded from “AA” to “AA+” by the
agency. These actions reflect well on the County’s financial management practices, and are recognition of
the sound oversight provided by the County Commission and our financial managers.

FY 2011-2012 BUDGET HIGHLIGHTS

Facing revenue that has declined by ten percent since FYO08, balancing the FY11-12 biennial budget
presented a challenge. Fortunately, the investment made by the County in its enterprise resource planning
system has made the process more manageable by providing real-time financial information to inform
planning decisions. In addition, the County reduced expenditures in FY 11 by roughly two percent in
response to economic conditions. These steps have yielded dividends as the County has been able to
balance its budget without taking some of the more extreme steps taken by governments in our region.

The FY 11 general fund operating budget of $215,148,005 represents a one percent reduction from the FY
10 operating budget. This reduction is in large part due to declining gross receipts tax revenue. As recently
as last fiscal year, gross receipts taxes accounted for forty-five percent of the general fund and property
taxes also made up forty-five percent. For FY 11 gross receipts taxes account for forty percent of general
fund revenue and property taxes make up fifty percent. Together, these two sources generate ninety
percent of general fund revenue to support County operations.

The budget plan for FY' 12 assumes a one percent increase in general fund revenue in anticipation of the
economy recovering from the current recession. This increase of $1.5 million from FY 11 to FY 12 is in
line with economic projections predicting job growth and a decline in unemployment for our region. By all
accounts, it is still a conservative estimate and will be revisited as we progress through the biennium.

While the County’s revenue may have declined, its commitment to providing effective and efficient
services to residents has not. The adopted budget continues the County’s commitment to providing its
constitutionally mandated services such as public safety, roads and elections as well as improving the
quality of life for our citizens through high quality recreational, environmental health, housing, and other
community oriented programs and services. The program summaries contained in this budget book provide
additional detail and describe performance measures for these services.

I would like to thank the County Commission for their leadership in these tough economic times. I also
wish to thank my deputy county managers, directors and finance division staff for their time, effort and
creativity in addressing the pressing needs faced by the County.

Sincerely,

DS
Thaddeus Lucero
County Manager
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BERNALILLO COUNTY BOARD OF COMMISSIONERS AND OTHER ELECTED OFFICIALS

i Commission
District 1

Commission
District 2

Commission
District 3

Commission
District 4

§ Commission
District:5

COMMISSION - DISTRICT 1
Alan B. Armijo is in his second term as County Commissioner.
In the past, he served for three consecutive years as chairman.
After working with Albuquerque Public Schools (APS) for 33
years as a teacher and a coach, he is retired and is currently
the Governmental Liaison for APS. District 1 includes the West
Mesa and North Valley.

COMMISSION - DISTRICT 2

Commissioner Art De La Cruz is a lifelong, active resident of
District 2 and a retired career public servant. He believes that
his role as an elected official is to be responsive to his consti-
tuents. Helping the citizens of his district solve problems with
governmental agencies, and access services and get questions
answered fairly and promptly. District 2 includes the South
Valley, the Westside, South of Central, several downtown
neighborhoods, the Kirtland Addition, including Kirtland Air
Force Base, Mesa del Sol and a large area of Isleta Pueblo and
Tohajiilee. In January 2010, after having served one year on
the Commission, his colleagues elected him to the position of
Chairman.

COMMISSION - DISTRICT 3
Maggie Hart Stebbins was appointed to the Commission in
May 2009. Her priorities on the Commission have been job
creation, conservation, and ethics reform. District 3 includes
UNM, Nob Hill, Kirtland AFB, Albuquerque Uptown, South
Broadway, the International District, and the Highland, Altura,
Bel-Air, Parkland Hills and Alta Monte neighborhoods.

COMMISSION - DISTRICT 4
Michael C. Wiener took office in January 2009. He has also
served as an Albuquerque City Councilor and as a New Mexico
State Senator, bringing a wealth of experience to his current
position as Bernalillo County Commissioner for District 4. He
is a graduate of UNM and has been a resident of Albuquerque
for nearly 40 years. District 4 comprises the northern 1/5 of
Bernalillo County and includes North Albuquerque Acres,
Sandia Heights, the far NE Heights, the far North Valley and
NW Albuquerque including Paradise Hills.

COMMISSION - DISTRICT 5
Michael Brasher began his first term with the County Com-
mission in 2002 with extensive political and civic experience.
He is actively involved in his community and regularly at-
tends neighborhood association meetings in the dis-
trict. District 5 includes Four Hills, the far SE Heights and the
East Mountain Area.
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BERNALILLO COUNTY BOARD OF COMMISSIONERS AND OTHER ELECTED OFFICIALS

COUNTY ASSESSOR- Karen L. Montoya
The Assessor is in her first term as the only woman to ever hold this
elected office. Ms. Montoya brings extensive experience and knowledge to
the office of the Assessor. She also worked in the Assessor’s Office from
1991 to 2004 and is well versed in the areas of agricultural valuation, real
estate appraisal, residential and commercial valuation and assessment
administration.

COUNTY CLERK - Maggie Toulouse Oliver
The Clerk's Office records deeds, mortgages, marriage licenses, judgments,
satisfactions of judgment, liens, and deeds of trust. Major elections conducted
by the County Clerk include the Primary and General Elections in even-
numbered years, and public schools and Central New Mexico Community Col-
lege elections in odd-numbered years. The County Clerk also assists with
municipal elections.

COUNTY PROBATE JUDGE - Merri Rudd
The Bernalillo County Probate Court serves the public by exercising juris-
diction over informal proceedings necessary to the proper settlement of the
estates of deceased persons. Court services include: 1) probating the es-
tates of deceased persons, 2) probating wills, if any, 3) appointing special
administrators, 4) providing information about estates through the court
and the online case lookup service, and 5) conducting weddings.

COUNTY SHERIFF - Manuel Gonzales III
The Bernalillo County Sheriff's Department is committed to working in a
problem-solving partnership with individuals, community groups and
businesses to fight crime and improve the quality of life for the people of
Bernalillo County. The Sheriff, deputies and staff strive to provide services
to the public in an effective, efficient and timely manner.

COUNTY TREASURER -Patrick J. Padilla

The Treasurer's Office is the property tax collector for the County of Berna-
lillo. Property taxes are distributed to Albuquerque Public Schools, Central
New Mexico Community College, the City of Albuquerque, Middle Rio
Grande Conservancy District, State of New Mexico, University of New Mex-
ico, and other taxing entities within Bernalillo County. More than 270,000
property tax bills, plus approximately 34,000 delinquency notices are
mailed by the County Treasurer’s Office annually. The County Assessor sets
the property valuation and the County Commission sets the tax rate for the
County. Other tax rates are set by the individual taxing entities with final
approval by the State’s Department of Finance and Administration.
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Bernalillo County History & Structure

The division of counties in New Mexico can be traced back to the time of Mexican rule. The first
subdivision of the New Mexico Territory was made in 1837 when two "partidos” (districts) were
created. In 1844, New Mexico was re-divided into three districts. Eventually these districts were
further subdivided into areas that include boundaries similar to today's counties. One interesting
note - the first Bernalillo County boundaries were much larger than today's.

The New Mexico Constitution, written when the state entered the Union in 1912, vested the law-
making power of the state in the legislature. Bernalillo County derives its authority from the State
Constitution. Counties are subject to the will of the legislature, modified only by the state
constitution, the courts, and the legislative process.

Bernalillo County has a commission/manager form of government which delegates most of the
day-to-day administrative matters to the County Manager. The County employs roughly 2,300 full
and part time employees. Salaries of the commissioners and other elected officials are set by the
state legislature and vary according to county classification. Most employees are considered
"classified" which means they are hired in accordance with personnel rules and regulations which
govern eligibility, selection and retention.

Bernalillo County Government is dedicated to meeting the needs of a diverse population. Rich in
history and culture, Bernalillo County is located in central New Mexico, and stretches from the
East Mountain area to the volcano cliffs on the west mesa. The County consists of an area of 1,166
square miles and a population of 642,527 (2009 US Census Bureau estimate). Today, besides the
City of Albuquerque, two other incorporated communities lie within the boundaries of Bernalillo
County - Los Rancho de Albuquerque and the Village of Tijeras.

Bernalillo County is represented by five commissioners and five elected officials. County
commissioners are elected by districts. The Assessor, Clerk, Probate Judge, Sheriff and Treasurer
are elected countywide. A County Manager oversees 25 County departments that range from
animal services to zoning.

Carlito Springs Open Space The South Valley Economic The Paradise Hills Skate Park,

located in the East Mountain area Development Center is well located in the northwest section of

of the county, is an example of known for its commercial the county, helps serve the

the county’s commitment to kitchen and business incubation recreational needs of a growing

protecting and preserving its services and is part of the section of the county and has

environmental and historical county’s efforts to develop small proven to be very popular with
and start-up businesses. youths in the community.

resources.

C-7



Bernalillo County Community Information

Transportation

Bernalillo County is the economic and geographic center of New Mexico. In the heart of the county
lies the intersection of two major interstates, [-40 and I-25. The City of Albuquerque, which fully
lies within Bernalillo County’s boundaries, is a registered US Port of Entry as well as a designated
Foreign Trade Zone which allows goods to be stored or manufactured in the zone by foreign or
domestic businesses without a customs duty being imposed.

The International Sunport airport facility, at 600,000 square feet and with 22 gates, handles nearly
six million passengers annually. Seven major carriers service the Sunport including American,
Continental, Delta, Frontier, Southwest, United and US Airways. Southwest Airlines has by far the
largest presence, carrying roughly fifty percent of Sunport passengers. Additionally, the area is
served by the Double Eagle Il general aviation airport. Located on the western flank of the county,
its two runways handle approximately 120,000 annual operations including training flights,
military flights, air ambulance, charter, private and corporate flights.

Utilities

Electrical service to the area is maintained by the Public Service Company of New Mexico (PNM)
and natural gas service is provided by the Gas Company of New Mexico. Water and sewer service
in both incorporated and unincorporated areas is provided by the Albuquerque/Bernalillo County
Water Utility Authority. Qwest communications provides broadband, voice, image and other
telecommunications services throughout New Mexico.

Health Care

The Bernalillo County area is served by three major healthcare systems including the University of
New Mexico Hospital, Presbyterian Hospital and Lovelace Hospital systems.

Education

Bernalillo County is home to the largest school district in the state, Albuquerque Public Schools,
with an enrollment of 94,485 students. Albuquerque also is home to the state’s largest post-
secondary educational institution, the University of New Mexico, with a student body of roughly
27,000. The Central New Mexico Community College, which provides associate degree and
technical and trade certifications serves approximately 24,000 students. The area also is home to
a number of private, for-profit and non-profit colleges and universities targeting nontraditional
students and working adults.

Recreation

Albuquerque and Bernalillo County are home to numerous recreational opportunities, including
over 260 public parks, four public golf courses, two disc golf courses, seventeen public swimming
pools and 34 tennis court locations. Coupled with miles of walking and biking trails, the
opportunity for recreation is always nearby.
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BERNALILLO COUNTY
ORGANIZATIONAL CHART
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Biennial Budget Process Flow Chart

Fiscal Years 2011 & 2012
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General Budget & Financial Policies

Bernalillo County's budget and financial policies are governed by New Mexico State Statute, County
policy and generally accepted accounting standards. These standards set budget calendar dates,
provide for budget control, and describe ways to amend the budget after adoption and identify
appropriate methods for budgeting, accounting and reporting. The County’s fiscal year runs from
July 1 through June 30.

New Mexico State Statute establishes the property tax system and sets tax levy and assessed
valuation limits. The County relies heavily on gross receipts and property taxes as its primary
sources of revenue. New Mexico State Statutes prohibit the County from making expenditures in
excess of the final approved budget at the fund level and sets total bonded debt limits. Bernalillo
County government functions in accordance with Section 6-6-2-(E) NMSA 1978 Compilation - State
Local Government Division of Department of Finance and Administration (DFA).

DFA reviews, approves and monitors the budgets of all local public bodies in New Mexico. By law,
all local governments are required to prepare and submit annual operating budgets to DFA for
approval. When approval is obtained, the local governments are required to operate within those
approved budgets. Since Bernalillo County operates on a biennial budget, the County Commission-
approved budget for the first year of the biennial cycle is submitted to DFA by June 1st, 30 days
prior to the start of the new fiscal year, for approval by July 1st. During the second year of the
biennial cycle, the County submits any necessary adjustments to the approved budget to DFA by
June 1st. The County Commission approves both of these budgets prior to the start of the first fiscal
year of the biennial cycle.

All budget increases and transfers by a local government must be approved by DFA, with the
exception of budget transfers, which are approved by the County Manager in accordance with
Administrative Resolution 2010-78. This resolution grants the County Manager approval of
financial resolutions up to $300,000, which are reported to the Board of County Commissioners on
a monthly basis. Budget increases and transfers over $300,000 are presented to the County
Commission for approval. Sections 6-6-6 through 6-6-11 NMSA 1978 Compilation prohibits
governments from making expenditures in excess of the approved budget. DFA interprets Section
6-6-6 to apply to a fund’s total budget. If a fund is not overspent, then the fund is in compliance
with Section 6-6-6. Each local public body is required to submit monthly and quarterly financial
reports and follow all rules and regulations relating to budgets, records, reports, handling and
disbursements of public funds as required by DFA.

BUDGET FORMAT

The mandatory format for the approval of Bernalillo County’s operating budget by New
Mexico Department of Finance and Administration (DFA) includes the following:

Resolution of budget adoption from the governing body

Recap of the entire budget

Anticipated revenues by fund and source

Planned expenditures by fund, department and category

Planned cash transfers between funds

Personnel schedules showing salaries by position, fund and department
Insurance composite

General obligation and revenue bonded debt service
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Basis of Accounting - The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenues are recorded when earned and expenses are record-
ed when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources mea-
surement focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period. For this purpose, the County considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period. Expenditures,
generally are recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is made.

Budget Basis - Actual amounts on the budgetary basis are prepared on the cash basis of account-
ing, which recognizes revenues when received, and expenditures when paid for all funds except
proprietary and fiduciary. Proprietary and fiduciary funds are prepared on the accrual basis of
accounting. Annual budgets are adopted for the general, most special revenue, debt service,
proprietary and certain fiduciary agency funds. Budget amounts for Capital Projects Funds and
certain Special Revenue Funds are individual project budgets authorized by the County Commis-
sion for the entire length of the project. The County Manager has administrative authority to make
line item changes within a specific capital project without County Commission approval if the total
change does not exceed 10 percent of the original budget. Once the County Commission has
approved grant applications for projects, the County Manager is authorized to expend any funds
awarded as a result of the grant application.

Fund Balance - The excess of fund assets over liabilities. These unspent funds can be included as
revenue in the following year’s budget. A negative fund balance is sometimes referred to as a
deficit.

Reserved Fund Balance - DFA requires that 3/12 of budgeted expenditures be reserved for
subsequent-year expenditures to maintain an adequate cash flow until the next significant proper-
ty tax collection. DFA also requires a 1/12 reserve for County Road Restricted Funds.

Encumbrance Accounting is utilized by the County. Encumbrances are commitments related to
unperformed contracts for goods or services. Encumbrances outstanding at year-end are recorded
as reservations of fund balances and are not included in expenditures or liabilities. Encumbered
amounts for annual budgets that do not exceed unexpended appropriations at year-end may be
reappropriated for the following fiscal year.

Procurement of goods and services by the County is in accordance with Chapter 13, NMSA 1978,
otherwise known as the “Procurement Code.” Provisions of the Procurement Code apply to small
purchases, sole source procurement, emergency procurement, and purchases requiring competi-
tive sealed bids and requests for proposals. The purposes of the Procurement Code are to provide
for the fair and equal treatment of all persons involved in public procurement, to maximize the
purchasing value of public funds, and to provide safeguards for maintaining a procurement system
of quality and integrity.
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Fund Accounting - The accounts of the County are organized on the basis of fund groups, each of
which is considered a separate accounting entity. The operation of each fund is accounted for
with a separate set of self-balancing accounts that comprise its assets, liabilities, fund equity/
retained earnings, revenues and expenditures. Funds are classified into three categories:
governmental, proprietary, and fiduciary. Governmental and proprietary funds are appropriated.
Fiduciary funds, while included in audited financial statements, are not appropriated because
they are custodial in nature. Each category, in turn, is divided into separate fund types. The
County uses the following fund types:

Governmental

A

General Fund
This fund is used to account for the
general operations of the County and
all financial activities except those
required to be accounted for in
another fund or account group.

Proprietary

A

A

Special Revenue Funds
These funds account for the proceeds
of specific revenue sources (other
than for major capital projects) that
are legally restricted to expenditures
for specific purposes. The authority
for the creation of the special revenue
funds is by state statute, executive
order, or specific authority.

A

Enterprise Funds
These funds are established to

account for operations (1) that are
financed and operated in a manner
similar to private business
enterprises where the intent of the
governing body is that the costs
(expenses, including depreciation) of
providing services on a continuing
basis be financed or recovered
primarily through user charges; and
(2) when the governing body has
decided that periodic determination
of revenues earned, expenses
incurred, and/or net income is
appropriate for capital maintenance,
public policy, management control,
accountability, or other purposes.

Fiduciary

4

Agency Funds

These funds account for assets held
by the County as an agent for
individuals, private organizations,
other governmental units and/or
other funds. Agency funds are
custodial in nature (assets equal
liabilities) and do not involve
measurement of results of operations.

Debt Service Funds
These funds account for the
accumulation of resources for, and
the payment of, general long-term
debt principal, interest, and related
costs.

A

A

Capital Proi Fund
These funds account for financial
resources to be used for the
acquisition or construction of major
capital facilities other than those
financed by proprietary funds.

Internal Service Fun
This fund accounts for services
furnished by a designated

department to other departments.

Amounts expended by the fund are
restored from operating earnings or
by transfers from other funds so that
the original fund capital is kept intact.
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FINANCIAL POLICIES

Balanced Budget - It is the policy of the Bernalillo County Commission to adopt a balanced budget
for all funds. A budget is balanced when revenues and expenditures are equal (no deficit spend-
ing). The approved budget is binding and no claims in excess of the budget may be paid. If actual
revenues are less than expected, actual expenditures may exceed revenues and a fund balance
appropriation would be required. Fund balance is the excess of revenue over expenditures from
prior years. State law requires Bernalillo County to apply excess revenues from one fiscal year to
the budget estimate for the next year [Section 4-51-1 NMSA 1978 Compilation].

Long-Range Planning - Biennial budgeting was implemented with the goal of promoting strategic
planning and to encourage County departments to look beyond a single year. The Budget Depart-
ment initiates, prepares and monitors the County's annual budget based on guidelines received
from the New Mexico Department of Finance and Administration (DFA). It is the responsibility of
department directors to adequately prepare a budget presentation for budget hearings. This
presentation is to include an explanation of any past or anticipated changes in the department’s
financial picture, such as an increase or decrease in revenues, requested position(s), and other
pertinent information which the County Manager and Commission should know in order to plan
adequately for the County’s future needs.

The comprehensive budget package is brought before the County Commission for approval by
resolutions for each of the two years of the biennial cycle. The proposed biennial budget is then
submitted by June 1 to the New Mexico Department of Finance and Administration’s Local Gov-
ernment Division for approval. By law, the County is required to prepare and submit operating
budgets to DFA for approval annually, so the County presents a mid-cycle budget adjustment
resolution to DFA in addition to the resolution submitted at the start of the biennial cycle. DFA
certifies a pending budget by July 1 with final certification of the budget by the first Monday of
September. The expenditure section of the budget, once adopted, is legally binding. Based on the
final certified budget submitted, DFA certifies the allowable millage rates for property taxes in
September.

Under the County’s biennial budget plan, operating program appropriations not spent during the
first year may be carried over for specific, one-time, purposes into the second year with approval of
the County Manager. Allowing for the carryover of unexpended operating appropriations from the
first year of the financial plan into the second year assists management in achieving three key
financial goals:

e Eliminating the “use it or lose it” mentality that can exist under one-year budget practices when
all unspent appropriations lapse at year-end;

e Providing departments with incentives for effectively using their operating budget;

e  Ensuring resource continuity in accomplishing multi-year objectives.

Both replacement as well as new capital needs must be financed within the limited resources of a
community. The Board of County Commissioners sets a schedule for the development of the
Infrastructure Capital Improvements Program and the Capital Improvements Program (CIP). The
CIP affects the operating budget by increasing operating costs when new or rehabilitated projects
are brought online. The County’s long range planning provides a longer-term context for the
biennial budget, clarifies and illustrates the Commission’s long-range financial policy direction, and
integrates the estimated long term operating impacts of capital projects into operating budget
projections.
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Cash Management - Pursuant to Section 4-43-2, New Mexico Statutes Annotated 1978 (NMSA),
the elected Treasurer is responsible for:

e Accounting for all monies received and disbursed by the County, including fees for servic-
es, licenses and revenues from bond issues and special assessments;

e Receiving and tracking revenues, including funds received from the state for Bernalillo
County's share of gross receipts and gasoline taxes;

e Maintaining accounts on all warrants and checks drawn on the County;

e Depositing, investing and safekeeping County funds. The public monies of the County are
placed under the supervision of the Treasurer, who makes investment decisions subject
to the advice and consent of the Board of Finance (County Commission) and in accor-
dance with Sections 6-10-10(f) and 6-10-44 NMSA 1978. The Treasurer’s investment
procedures must be consistent with the County Investment Policy established by the
Board of Finance.

Investment Policies - It is the goal of the investment policy to protect public funds in a way that
provides safety of principal, liquidity of the portfolio and achieves maximum income within stated
constraints, in that order of priority. Investment controls include the following in accordance with
State Statutes, 6-10-10 and 6-10-10.1 NMSA 1978: Internal Controls; Prudent Person Rule;
Investment priorities; Collateral Policy; Bonding; and Permissible Investments.

Capital Assets - Capital assets are defined by the County as assets with an initial, individual cost of
more than $5,000 and estimated useful life in excess of one year. Assets purchased before July 1,
2005 valued between $1,000 and $5,000 are considered capital assets and are reported as such on
the County’s Comprehensive Annual Financial Report (CAFR). All assets valued under $5,000
purchased after July 1, 2005 are no longer required to be capitalized per the Audit Act (Section 12-
6-10 NMSA 1978). Purchased or constructed assets are recorded at cost. Donated capital assets
are recorded at estimated fair market value at the date of the donation. The cost of normal main-
tenance and repairs that do not add to the value of the asset or materially extend the life of an asset
are not capitalized.

REVENUE POLICIES

Revenue Diversification - Bernalillo County relies on the collection of revenues to operate.
Revenues are generated from a variety of sources, including but not limited to, property taxes,
gross receipts taxes, license/permit fees, and investments. All revenue sources of Bernalillo County
are defined in this budget presentation. The different types of revenue combined with the method
in which they are collected allow the County to manage cash flow throughout the fiscal year.

Fees and Charges - New or amended fees and charges for services provided by Bernalillo County
are approved by the Bernalillo County Commission. The department responsible for generating the
revenue will analyze the fiscal implications and provide that information to the Legal and Budget
departments as well as the appropriate Deputy County Manager for review. Once approved, the fee
schedule is brought before the County Commission for final approval. Any proposed changes to the
fee schedule must be approved by the County Commission. All fees and charges are reviewed
periodically to ensure that they cover the costs associated with providing the service.
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Use of One-time and/or Unpredictable Revenues - Management has periodic meetings to
determine what the needs of the County are. As one-time monies become available, these needs
are addressed. Deciding what should be funded and when that funding will be made available
depends on what has the most long term value and/or savings potential to the County. For exam-
ple, recently the County purchased an Enterprise Resource Planning (ERP) system to integrate all
of the County’s core financial data into one system. This purchase was funded with one-time
monies and has provided the County with many benefits since its implementation in July 2008.
County management and the Board of County Commissioners have a very strict philosophy of
utilizing one-time revenues for non-recurring expenditures.

EXPENDITURE POLICIES

Debt Capacity, Issuance, and Management - In accordance with state law, the County is not
allowed to issue general obligation (GO) bonds in an amount exceeding four percent of the value of
taxable property based on the current valuation. An exception to the four percent rule is the
purchase or construction of sewer and water systems.

The ratio of net bonded debt (net of balances set aside for GO debt service) to the taxable valuation
and the amount of bonded debt per capita are useful indicators of the debt position of the County.
On July 1, 2010, the net bonded debt of the County was $105,675,000, which is 18% of the GO
bonding capacity. The ratio of net bonded debt to taxable value is 0.74:1 and net bonded debt per
capita is 160.04:1 as of July 1, 2010.

GO bond issues for Bernalillo County are developed on a two-year cycle and placed before the
electorate for approval. The County maintains debt service funds to administer the debt associated
with its GO and revenue bonds. A separate ad valorem tax is levied and collected to provide funds
to retire such debt. The County has issued revenue bonds guaranteed by gross receipts tax reve-
nues. County gross receipts tax (GRT) revenue bonds require a minimum debt coverage ratio of
2:1. The County’s debt coverage ratio for GRT bonds is 3.78:1 as of July 1, 2010.

Reserve or Stabilization Accounts - DFA requires that 3/12ths of budgeted expenditures be
reserved for subsequent-year expenditures to maintain an adequate cash flow until the next
significant property tax collection. DFA also requires a 1/12 reserve for County road restricted
funds. The County reports its ending cash balance to DFA prior to the start of each fiscal year and
has always been in compliance with these requirements. See the DFA budget recapitulations for
FY11 and FY12 in this budget presentation for more details.

Operating/Capital Expenditure Accountability - In order for Bernalillo County to operate
efficiently, revenues must be collected in a timely manner and expenditures must be kept within
budget. Department directors are responsible for ensuring the expenditures for their departments
do not exceed the amount that was approved by the County Commission. Additionally, there are
various system controls in place to control compliance with commission-approved budgets.
Quarterly meetings are held between the Deputy County Managers and management. During these
meetings, any shortcomings in anticipated revenues or department overspending are discussed
and addressed. If the situation warrants, a plan of corrective action is generated, implemented and
monitored.
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