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INDEPENDENT AUDITORS’ REPORT

Honorable Michael E. Vigil, Chief Justice

State of New Mexico Supreme Court
and

Mr. Brian Colén

New Mexico State Auditor

Santa Fe, New Mexico

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each
major fund, the budgetary comparisons for the general fund and the aggregate remaining fund
information of the State of New Mexico Supreme Court (the Court) as of and for the year ended
June 30, 2020, and the related notes to the financial statements, which collectively comprise the
Court’s basic financial statements 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 misstatement,
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 auditors’
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 Court’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, each major fund, the respective
budgetary comparisons for the general fund, and the aggregate remaining fund information of the
Court as of June 30, 2020, and the respective changes in financial position and for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

Emphasis of Matters

As discussed in Note A1, the financial statements of the Court are intended to present the financial
position and changes in financial position of only that portion of the governmental activities, major
funds and aggregate remaining fund information of the State of New Mexico that is attributable to
the transactions of the Court. They do not purport to, and do not, present fairly the financial
position of the State of New Mexico as of June 30, 2020, and the changes in financial position
and budgetary comparisons for the year then ended in conformity with accounting principles
generally accepted in the United States of America. Our opinion is not modified for this matter.

As discussed in Note E, the State of New Mexico, as a single employer, follows Governmental
Accounting Standards Board (GASB) Standard No. 68, Accounting and Financial Reporting for
Pensions, in the June 30, 2020, Comprehensive Annual Financial Report (CAFR). Accordingly,
there is no allocation of the proportional share of the net pension liability to individual agencies or
to the Court's financial statements. All other required footnotes and other disclosures required by
GASB are included in the State of New Mexico CAFR for June 30, 2020. Our opinion is not
modified with respect to this matter.

As discussed in Note F, the State of New Mexico, as a single employer, follows GASB Standard
No. 75, Accounting and Financial Reporting for Post-Employment Benefits Other than Pensions,
(OPEB) in the June 30, 2020, CAFR. Accordingly, there is no allocation of the proportional share
of the net OPEB liability to individual agencies or to the Court’s financial statements. All other
required footnotes and other disclosures required by GASB are included in the State of New
Mexico CAFR for June 30, 2020. Our opinion is not modified with respect to this matter.

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 5 through 8 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 financial statements that
collectively comprise the Court’'s basic financial statements, budgetary comparisons for the
general funds and the aggregate remaining fund information. The supplementary information
listed on the table of contents, required by Section 2.2.2 NMAC, is presented for purposes of
additional analysis and is not a required part of the basic financial statements.

The supplementary information is the responsibility of management and was derived from and
relates 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 auditing standards generally accepted in the United
States of America. In our opinion, the supplementary information required by Section 2.2.2 NMAC
is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
October 31, 2020, on our consideration of the Court’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not
to provide an opinion on internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Court’s internal control over financial reporting and compliance.

AT NSON # €2, 4 TP

Atkinson & Co., Ltd.
Albuquerque, New Mexico
October 31, 2020



State of New Mexico Supreme Court
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

June 30, 2020

The discussion and analysis provides an overview of the objective and program of the Supreme
Court of New Mexico. This discussion helps the reader understand the Supreme Court’s
operation in terms of financial planning and expenditures of the annual budget. The Supreme
Court is the entity created by the Constitution to head the judicial branch of state government.

Agency Overview

The Supreme Court of New Mexico is a constitutionally created entity. See N.M. Const. Art. VI,
Sections 1 to 11. The Supreme Court's constitutional powers are also recognized by
statute. See, e.g., NMSA 1978, Sections 34-2-1 et. seq.; NMSA 1978, Sections 34-5-10 & 34-5-
14. The New Mexico Supreme Court is the highest court in the judicial branch of state
government. The Supreme Court hears direct appeals from district court judgments imposing a
sentence of death or life imprisonment and from the Public Regulation Commission. The
Supreme Court has original jurisdiction in quo warranto and mandamus against all state officers,
boards, and commissions, and has superintending control over all inferior courts. The Court also
has the power to issue writs of mandamus, error, prohibition, habeas corpus, certiorari,
injunctions, and other writs necessary or proper for complete exercise of its jurisdiction. In
addition, NM Const. Art. IV, Section 35, provides for the chief justice to preside at impeachment
trials; Art. V, Section 3, provides for the Supreme Court to license attorneys, Art. VI, Section 15,
provides for designation of judges; and Art. VI, Sec. 31 provides for review of the decisions of the
judicial standards commission.

The Court is a statewide program that includes oversight and superintending control over all state
courts. The main premises of the Supreme Court are in the Supreme Court Building and the
assets purchased by the Supreme Court become the property of the Supreme Court Building
Commission, although they are maintained by the Supreme Court.

In accordance with its constitutional authority, the Supreme Court has the inherent power to
manage the judicial branch of government, which includes the promulgation of rules governing
the conduct of court business, the conduct of lawyers and judges, the admission to the practice
of law, and the continuing legal education requirements for lawyers and judges.

USING THIS ANNUAL REPORT

Management’s Discussion and Analysis (MD&A)

This section includes information on the use of the annual report and management’s analysis of
the financial position and results of operations for the Court. Information compares this fiscal year
with the prior fiscal year.

Financial Statements Overview

The financial statements are for the purpose of presenting to the reader the financial position and
financial changes for the Supreme Court. The financial statements are not intended to report the

financial position of the State of New Mexico as a whole. It has one program for judicial activities
which are reported with administrative activities.



State of New Mexico Supreme Court
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) —- CONTINUED

June 30, 2020

The Supreme Court has three funds: SHARE fund 13800 is the general fund, which reverts;
SHARE fund 25100 is the docket fee suspense fund, which is not reverting; and SHARE fund
79300 is the certificate fee fund that is an agency fund which transfers over every month into the
State General Fund and does not accrue to the direct benefit of the Supreme Court. Generally
speaking, the Supreme Court is a reverting agency. The Supreme Court’s general fund reverts
into the State General Fund after the end of the fiscal year. The Supreme Court’s revenues are
mainly from the State General Fund, with no money received from the docket fees except for
$4.00 from every filing fee collected pursuant to Section 34-2-6 NMSA 1978 for deposit into a
suspense fund. The suspense fund is for the purpose of paying the costs of archiving closed
cases and is non-reverting, with a fiscal year 2020 ending balance of $13,171.

Government-Wide Financial Statements

The government-wide financial statements are designed to be corporate-like in that all
governmental activities are consolidated into one column. The Supreme Court has no business-
type activities. The focus of the Statement of Net Position (Unrestricted Net Position) is designed
to be similar to a bottom line for the Supreme Court and its governmental activities. This statement
combines and consolidates the governmental fund’s financial resources (short-term spendable
resources) with capital assets and long-term liabilities.

The Statement of Activities is focused on the cost of various activities that are provided by the
Supreme Court’s general revenues. This is intended to summarize and simplify the user’s analysis
of the cost of services.

The governmental activities reflect the Supreme Court’s basic services of providing judicial review
and oversight of the Judicial Branch of state government.

Fund Financial Statements

Traditional users of governmental financial statements will find the Fund Financial Statements
presentation more familiar. The focus is now on Major Funds, rather than fund types. The
Supreme Court only has two such funds: the general fund and the suspense fund. The
Governmental Fund presentation is presented on a sources and uses of current resources basis.

Budgetary Comparisons

The budgetary comparison schedules present both the original and the final appropriated budgets
for the reporting period as well as the actual inflows, outflows and balances, as stated on the
government's budgetary basis.

As required by the Office of the State Auditor under 2 NMAC 2.2, the Statements of Revenues
and Expenditures - Budget and Actual - are also presented. This information is provided at the
approved budget level to demonstrate compliance with legal requirements.



State of New Mexico Supreme Court
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) — CONTINUED
June 30, 2020
GOVERNMENT-WIDE FINANCIAL ANALYSIS

Statement of Net Position

Government Activities
2020 2019
Current assets $ 736,948 $ 691,019
Capital assets, net 1,518,335 1,786,707
Total assets $ 2,255,283 $ 2,477,726

For more detailed information, see the Statement of Net Position.

The Supreme Court’s total net position for the fiscal year 2020 was $1,312,150. Net position in
fiscal year 2019 was $1,748,808. The Court has a positive net position at June 30, 2020. The
$436,658 decrease is due to depreciation expense of $332,196 and increased personnel services
and benefits costs.

All amounts appropriated were expended as of June 30, 2020, but for $242,491 of reversions to
the state general fund. The Supreme Court identified an additional reversion in the amount of
$110,386 related to FY2019 and the current year reversion was $132,105. This was the result of
a multi-year funding source of which the unexpended fund balance from FY2018 was
appropriately recorded to Restricted Fund Balance. This amount was not taken into consideration
when calculating the FY2019 reversion. This has since been corrected and the remaining
reversion for FY2019 has been reverted to the General Fund.

Statement of Activities

The following schedule represents the revenues and expenses for the current and prior year.

Government Activities
2020 2019
State General Fund appropriations $ 6,379,400 $ 6,162,500
Capital assets transferred out - (2,195,139)
Miscellaneous revenue 1,149 1,834
Reversions to State General Fund (132,105) (196,576)
Total revenues 6,248,444 3,772,619
Program expenses (6,557,421) (5,466,555)
Total expenses (6,557,421) (5,466,555)
Change in net position (308,977) (1,693,936)
Net position, beginning, before restatement 1,748,808 3,014,921
Prior period restatement - 427,823
Net position, beginning, after restatement 1,748,808 3,442,744
Net position, end of year $ 1,439,831 $ 1,748,808




State of New Mexico Supreme Court
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) - CONTINUED
June 30, 2020
For more detailed information, see the Statement of Activities.

The Supreme Court’s total revenues for fiscal year 2020, excluding reversions, were $6,380,549.
The revenues in fiscal year 2019 were $6,164,334 excluding capital assets transferred out and
reversions. The increase in revenue, excluding reversions, for fiscal year 2020 was due to an
increased general fund appropriation.

THE SUPREME COURT’S FUNDS

The Supreme Court has one governmental fund which is solely a State general fund appropriated
by the State Legislature. As noted above the general fund appropriation increased in 2020. The
docket fee fund, also known as the suspense fund, had revenues of $624 and no expenditures in
fiscal year 2020.

BUDGETARY HIGHLIGHTS

The Supreme Court fiscal year 2020 appropriation increased by $216,900 which includes funding
the operations of the Supreme Court Building Commission and the Supreme Court Law Library.
However, the Supreme Court’'s appropriation was cut for fiscal year 2021, which leaves the
Court’s funding for fiscal year 2021 below its fiscal year 2020 budget as summarized in Note | to
the financial statements.

LONG-TERM DEBT ACTIVITY

The Supreme Court’s long-term liabilities are for compensated absences as summarized in Notes
A5 and D to the financial statements.

ANTICIPATED CHANGES

The Supreme Court anticipates seeking restoration of the funding cut from its fiscal year 2021
budget for its fiscal year 2022 budget.

FINANCIAL CONTACT

Wanda M. Gonzales, Court Financial Manager, Supreme Court, Co-CFO,
supwmg@nmcourts.com.

Joey D. Moya, Chief Clerk and CFO, Supreme Court of New Mexico,
supjdm@nmcourts.gov



State of New Mexico Supreme Court
STATEMENT OF NET POSITION

June 30, 2020

ASSETS
Interest in State General Fund Investment Pool
Capital assets, net

Total assets

LIABILITIES
Accounts payable
Payroll benefits payable
Payroll taxes payable
Accrued payroll
Due to State General Fund
Compensated absences:
Due within one year
Due after one year

Total liabilities
NET POSITION
Net investment in capital assets

Restricted
Unrestricted

Total net position

Total liabilities and net position

Governmental
Activities

$ 736,948
1,518,335

$ 2255283

$ 467,543
80,055

50,074

113,508

182,460
32,198

925,838

1,518,335
25,768
(214,658)

1,329,445

$ 2,255,283

The accompanying notes are an integral part of this financial statement.

-9-



State of New Mexico Supreme Court
STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2020

Governmental
Activities
EXPENSES
Judicial:
Judicial and administrative services $ 6,557,421
Total expenses 6,557,421
PROGRAM REVENUES
Court fees 616
Miscellaneous revenues 533
Total program revenues 1,149
Deficiency of revenue over expenses (6,556,272)
GENERAL REVENUES AND TRANSFERS
State General Fund appropriations 6,172,600
Other State funds - transfers in 206,800
Reversion to the State General Fund for FY20 (132,105)
Reversion to the State General Fund for FY19 (110,386)
CHANGE IN NET POSITION (419,363)
NET POSITION, beginning 1,748,808
NET POSITION, ending $ 1,329,445

The accompanying notes are an integral part of this financial statement.
-10-



State of New Mexico Supreme Court

BALANCE SHEET - GOVERNMENTAL FUNDS

June 30, 2020

Supreme Court
General Fund

Supreme Court
Suspense Fund

13800 25100 Total

ASSETS

Interest in State General Fund

Investment Pool $ 723,773 $ 13,175 736,948

Total assets $ 723,773 $ 13,175 736,948
LIABILITIES

Accounts payable $ 467,543 $ - 467,543

Payroll benefits payable 80,055 - 80,055

Payroll taxes payable 50,074 - 50,074

Accrued payroll 113,508 - 113,508

Total liabilities 711,180 - 711,180
FUND BALANCES

Restricted 12,593 13,175 25,768

Unassigned - - -

Total fund balances 12,593 13,175 25,768

Total Liabilities and Fund Balances $ 723,773 $ 13,175 736,948

The accompanying notes are an integral part of this financial statement.

-11-



State of New Mexico Supreme Court

RECONCILIATION OF THE BALANCE SHEET—- GOVERNMENTAL FUNDS TO THE
STATEMENT OF NET POSITION

Year Ended June 30, 2019
Total Fund Balance - Governmental Funds
(Governmental Fund Balance Sheet) $ 25,768

Amounts reported for governmental activities in the Statement of Net Position
are different because:

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

Capital assets $ 4,054,289
Accumulated depreciation (2,535,954)
Total capital assets, net 1,518,335

Certain other liabilities are not due and payable in the current period and therefore
are not reported as liabilities in the funds. Liabilities at year end consist of:

Compensated absences payable (214,658)
Net position of governmental activities (Statement of Net Position (Deficit)) $ 1,329,445

The accompanying notes are an integral part of this financial statement.
-12-



State of New Mexico Supreme Court

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS

For the Year Ended June 30, 2020

General Suspense
Fund Fund
13800 25100 Total
REVENUES
Court fees $ 521 $ 628 $ 1,149
EXPENDITURES
Judicial:
Current:
Personnel services and benefits 4,870,860 - 4,870,860
Contract services 111,186 - 111,186
Other costs 1,201,948 - 1,201,948
Capital outlay 63,826 - 63,826
Total expenditures 6,247,820 - 6,247,820
Excess (deficiency) of revenues over
expenditures (6,247,299) 628 (6,246,671)
OTHER FINANCING SOURCES (USES)
Transfer In:
State General Fund appropriations 6,172,600 - 6,172,600
Other State funds ) 206,800 - 206,800
Transfer Out:
Reversion to the State General Fund for FY20 (132,105) - (132,105)
Reversion to the State General Fund for FY19 (110,386) - (110,386)
Total Other Financing Sources 6,136,909 - 6,136,909
NET CHANGE IN FUND BALANCES (110,390) 628 (109,762)
FUND BALANCES, beginning 122,983 12,547 135,530
FUND BALANCES, ending $ 12,593 $ 13,175 $ 25,768

The accompanying notes are an integral part of this financial statement.
13-



State of New Mexico Supreme Court

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES

Year Ended June 30, 2019

Net Changes in Fund Balances - Total Governmental Funds
(Statement of Revenues, Expenditures, and Changes in Fund Balances)

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

In the Statement of Activities, certain operating expenses - compensated
absences (sick and annual leave) are measured by the amounts earned during
the year. Inthe Governmental Funds, however, expenditures for these items
are measured by the amounts of financial resources used (essentially, the
amounts actually paid). The net (increase) decrease in the liabilities for the year was:

Governmental Funds report capital outlays as expenditures. However, in the
Statement of Activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. In the current
period, these amounts are:

Additions $ 63,824
Depreciation expense (332,196)

Change in Net Position of Governmental Activities (Statement of Activities)

The accompanying notes are an integral part of this financial statement.
-14-
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State of New Mexico Supreme Court

STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL -
GENERAL FUND

REVENUES
Court fees
General fund appropriation
Other financing sources

Total revenues

EXPENDITURES
Administrative Services:
Personnel services
Contractual services
Other costs
Capital outlay

Total Expenditures

For the Year Ended June 30, 2020

Excess of revenue and other financing sources

over expenditures

Reversion to the State General Fund for FY20
Reversion to the State General Fund for FY19

Changes in fund balances per statement of
revenues, expenditures and changes in fund

balance (GAAP Basis)

Actual Variance with

Amounts Final Budget

Budget (Budgetary Positive

Original Final Basis) (Negative)
$ 1,500 1,500 $ 521 $ (979)
6,172,600 6,172,600 6,172,600 -

206,800 206,800 206,800 -

$ 6,380,900 6,380,900 $ 6,379,921 $ (979)
$ 5,292,900 4,906,900 $ 4,870,860 $ 36,040
92,700 128,700 111,186 17,514
995,300 1,345,300 1,201,948 143,352
- - 63,826 (63,826) *

$ 6,380,900 6,380,900 6,247,820 $ 133,080

132,101
(132,105)
(110,386)
(110,390 *

* The level of budgetary control for the Supreme Court is at the program level which is the total appropriation.

** Prior year reversion adjustment made in FY20

The accompanying notes are an integral part of this financial statement.



State of New Mexico Supreme Court
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES - AGENCY FUND

June 30, 2020

Supreme Court Fees

Fund 79300
ASSETS
Cash $ -
LIABILITIES
Deposits Held for Others $ -

The accompanying notes are an integral part of this financial statement.
-16-



State of New Mexico Supreme Court
NOTES TO FINANCIAL STATEMENTS

June 30, 2020

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the State of New Mexico Supreme Court (Court) have been
prepared in conformity with accounting principles generally accepted in the United States of
America (GAAP) as applied to governmental entities. The Governmental Accounting Standards
Board (GASB) is the accepted standard setting body for establishing governmental accounting
and financial reporting principles. The more significant of the Supreme Court’'s accounting
policies are described below:

1. Reporting Entity

The Judicial Branch of government for the State of New Mexico is created by Article VI, Section
1 of the New Mexico Constitution. The Supreme Court is the court of last resort in the State of
New Mexico. The New Mexico Constitution gives the Supreme Court control over all other State
Courts. The Supreme Court promulgates the rules and regulations governing procedures for all
courts, as well as the Bar and other areas of the judiciary. The rules are published in New
Mexico Rules Annotated.

The Supreme Court is a component unit of the Judicial Branch and these financial statements
include all funds and judicial and administrative activities for Supreme Court operations. The
Court has decision-making authority, the power to designate management, the responsibility to
significantly influence operations, and primary accountability for fiscal matters. The Court is
part of the primary government of the State of New Mexico and its financial data should be
included with the financial data of the State.

In evaluating how to define the Court for financial reporting purposes, management has
evaluated the Court's potential component units. The basic, but not the only, criterion for
including a potential component unit as part of the reporting entity is the governing body's ability
to exercise oversight responsibility. The most significant manifestations of this ability include,
but are not limited to, the selection of governing authority, the designation of management, the
ability to significantly influence operations, and the accountability for fiscal matters. A second
criterion used in evaluating potential component units is the scope of public service. Application
of the criterion involves considering whether the activity benefits the Court. A third criterion used
to evaluate potential component units for inclusion or exclusion from the reporting entity is the
existence of special financing or fiduciary relationships, regardless of whether the Court is able
to exercise oversight responsibilities.

Effective July 1, 2018, pursuant to Chapter 39, of New Mexico Laws of 2018, the Law Library
and Building Commission were combined for funding and operational oversight purposes into
the Supreme Court as all assets, liabilities and net position account balances were transferred
into the Supreme Court’s operations. The Supreme Court has no component units for the year
ended June 30, 2020.

The following entities are included within the Court’s general fund appropriation but remain
separate legal entities that are overseen by the Justices of the Supreme Court:

-17-



State of New Mexico Supreme Court
NOTES TO FINANCIAL STATEMENTS — CONTINUED

June 30, 2020

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

1. Reporting Entity — Continued

The New Mexico Supreme Court Law Library (Library) is a New Mexico judicial state agency
located in the Supreme Court building in Santa Fe, New Mexico. The Library is an agency
created by the Legislature to provide access to the primary law and related legal materials for
the citizens of the State of New Mexico, including the judiciary, the legislature, and the executive
branches of state government, as well as the general public, and in so doing fulfills the
constitutional requirement of providing equal access to the law. The Law Library also has a
special, distinct mission in support of the legal research needs of the judiciary. The Library has
no component units.

The Supreme Court Law Library was created by statute in 1915. The current statutory authority
is found at NMSA 1978, § §34-2-10 to -15. Pursuant to statute, the New Mexico Supreme Court
has responsibility for the management, control and supervision of the Supreme Court Law
Library. NMSA 1978, § 34-2-11. The New Mexico Supreme Court appoints a Law Librarian
who is responsible for the care and custody of the law library. NMSA 1978, § 34-2-13(A).

The New Mexico Supreme Court Building Commission (Building Commission) is a New
Mexico judicial state agency located in the Supreme Court building in Santa Fe, New Mexico.
The Supreme Court Building Commission is responsible for the building and grounds of the
Supreme Court Building and all material contents including books and computer equipment.
The Building Commission consists of the Chief Justice and Justices of the Supreme Court. The
Building Commission has no component units.

The Supreme Court Building Commission was created by statute. See NMSA 1978, Section
34-3-1 (1967). The Chief Justice serves as chair of the Building Commission and the Supreme
Court Clerk serves as its Secretary. The Secretary of the Building Commission is responsible
for administrative operations and for handling budget matters and all financial transactions. The
Building Superintendent is under the Clerk’s supervision.

The Supreme Court Building houses the Supreme Court, Supreme Court Building Commission,
and Supreme Court Law Library. The Supreme Court Building Commission also provides office
space for the New Mexico Court of Appeals and the Administrative Office of the Courts. By
statute, the Supreme Court Building Commission has care, custody and control of the Supreme
Court Building and its grounds, along with all equipment, furniture and fixtures purchased or
used by agencies of the judicial branch housed within it. See NMSA 1978, Section 34-3-3
(2018). Such equipment and furniture may also be maintained in part by the individual agencies
that purchase or use it.
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State of New Mexico Supreme Court
NOTES TO FINANCIAL STATEMENTS — CONTINUED

June 30, 2020

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

2. Basic Financial Statements

The basic financial statements include both government-wide (based on the Supreme Court as
a whole) and fund financial statements. Both the government-wide and fund financial
statements categorize primary activities as either governmental or business-type. The Supreme
Court is a single-purpose government entity and has no business type activities. In the
government-wide Statement of Net Position, the governmental activities are presented on a
consolidated basis and are reflected on the full accrual, economic resource basis, which
incorporates long-term assets, receivables and deferred outflows of resources, as well as long-
term debt and deferred inflows of resources.

The government-wide Statement of Activities reflects both the gross and net cost per functional
category, which are otherwise being supported by general government revenues. The
Statement of Activities reduces gross expenses by related program revenues, as well as
operating and capital grants. The program revenues must be directly associated with the
function and consist of fees. The net cost by function is normally covered by general revenue.
Since the Supreme Court only has one program, it does not employ indirect cost allocation in
the financial statements.

The fund financial statements differ from the government-wide financial statements. Emphasis
is on the major funds of the governmental category. The Supreme Court's only major fund is its
General Fund; however, management has elected to present the Suspense Fund (25100) also
as a major fund.

The governmental funds in the fund financial statements are presented on a current financial
resource and modified accrual basis of accounting. This is the manner in which these funds
are normally budgeted. This presentation is deemed more appropriate to demonstrate legal
and covenant compliance, to demonstrate the source and use of liquid resources and to
demonstrate how the Supreme Court’s actual experience conforms to the budget or fiscal plan.
Since the governmental fund statements are presented on a different measurement focus and
basis of accounting than the government-wide statements governmental column, a
reconciliation is presented on the page following each statement, which briefly explains the
adjustment necessary to transform the fund based financial statements into the governmental
column of the government-wide presentation.

The Supreme Court Funds are classified into two categories: governmental and fiduciary. Each
category, in turn, is divided into separate “fund types.”
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State of New Mexico Supreme Court
NOTES TO FINANCIAL STATEMENTS — CONTINUED

June 30, 2020

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

2. Basic Financial Statements — Continued

Governmental Funds - are used to account for all or most of the Supreme Court’s general
government activities, including the collection and disbursement of earmarked monies (Special
Revenue Fund).

General Fund - The general fund is the primary operating fund of the Supreme Court and is
presented as a major fund. It accounts for all financial resources except those required to
be accounted for in another fund. The operations of the Supreme Court are funded primarily
by appropriations from the State General Fund which are recorded as “other financing
sources” in the general fund in the year appropriated. The General Fund is a reverting fund.
The New Mexico Supreme Court was created by Article VI, Section 1 of the NM Constitution
and is SHARE fund 13800.

Supreme Court Suspense Fund - This special revenue fund accounts for revenue sources
that are legally restricted to expenditures for specific purposes. No expenditures from the
special revenue fund can be made for the general operations of the Supreme Court except
as authorized by NMSA 1978 34-2-6. The Suspense Fund was established by NMSA 1978,
Section 34-2-6. This statute authorized the Supreme Court to retain in the Suspense Fund
four dollars ($4) of fees collected on each case docketed in the Supreme Court. These funds
are designated to defray the cost of filming, binding and storing Supreme Court documents
and records. The Suspense Fund is not budgeted in current fiscal year for expenditures,
and does not revert to the State General Fund. This is the only special revenue fund of the
New Mexico Supreme Court and it is SHARE fund 25100. The Supreme Court has elected
to present this fund as a major fund to streamline the financial statement presentation.

The restricted fund balance of $12,593 in the general fund does not revert as the primary
source of funds in the amount of $123,000 came from the NM General Services Department
Capital Building Repair Fund on June 27, 2018, reported as other financing sources
specifically for building improvements, which included expenditures for stucco repairs during
FY20, and authorization to use the remainder of the restricted fund balance expires on June
30, 2021.

Supreme Court Fees Fund — This agency fund receives certificate fees which it remits to
the State General Fund.

Fiduciary Funds - are used to account for all assets held on behalf of outside parties, including

other governments. Since the activities in these funds are on behalf of other governments, it is
excluded from the entity-wide financial statements.
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State of New Mexico Supreme Court
NOTES TO FINANCIAL STATEMENTS — CONTINUED

June 30, 2020

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

3. Basis of Accounting

Basis of accounting refers to the point at which revenues or expenditures are recognized in the
accounts and reported in the financial statements. It relates to the timing of the measurements
made, regardless of the measurement focus applied.

The Statement of Net Position and the Statement of Activities display information about the
Court, the primary government, as a whole, without displaying the individual funds or fund types.
Generally, these statements distinguish between activities that are governmental and those that
are considered business-type activities. The Court has no business-type activities; therefore,
these statements only reflect governmental activities. Government-wide financial statements
exclude information about fiduciary funds and component units that are fiduciary in nature.

The government-wide financial statements are prepared using the economic resources
measurement focus and the accrual basis of accounting. Under the accrual basis of
accounting, revenues are recognized when earned and expenses are recorded when the liability
is incurred or economic assets used. Revenues, expenses, gains, losses, assets, deferred
outflows of resources and liabilities, deferred inflows of resources resulting from exchange
transactions are recognized when the exchange takes place. Revenues, expenses, gains,
losses, assets and liabilities resulting from non-exchange transactions are recognized in
accordance with requirements of Governmental Accounting Standards Board Statement No. 33
(GASB 33).

The General Fund utilizes the modified accrual basis of accounting. Under this method,
revenues and other governmental fund financial resource increments are recognized in the
accounting period in which they become susceptible to accrual that is, when they become both
measurable and available to finance expenditures of the current fiscal period; available means
collectible within the current period or soon enough thereafter (60 days) to be used to pay
liabilities of the current period.

Expenditures are recorded as liabilities when incurred.

In applying the “susceptible to accrual” concept to intergovernmental revenues pursuant to
Governmental Accounting Standards Board Statement No. 33 (GASB 33), Accounting and
Financial Reporting for Nonexchange Transactions, the provider should recognize liabilities and
expenses and the recipient should recognize receivables and revenues when the applicable
eligibility requirements, including time requirements, are met. Resources transmitted before the
eligibility requirements are met, under most circumstances, should be reported as advances by
the provider and unearned revenue by the recipient.

4. Capital Assets

Property and equipment purchased or acquired at a value of $5,000 or greater are capitalized
in accordance with 12-6-10 NMSA 1978. By State statute, all capital assets used by the
Supreme Court are accounted for by the State of New Mexico Supreme Court Building
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NOTES TO FINANCIAL STATEMENTS — CONTINUED

June 30, 2020

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

4. Capital Assets — Continued

Commission. The Building Commission is responsible for the care, custody, and control of
capital assets used by agencies of the judicial branch housed within the Supreme Court
Building. Capital assets purchased by the Supreme Court are reported as capital outlay
expenditures in the General Fund.

5. Compensated Absences

Qualified employees accumulate annual leave to a maximum of 240 hours as follows:

Hours Earned

Years of Service Bi-Weekly
1-3years 4.62
4 — 6 years 5.54
7 — 13 years 6.46
14 years or more 7.39

The maximum accrued annual leave may be carried forward into the beginning of the next
calendar year and any excess is lost. When employees terminate, they are compensated for
accumulated annual leave as of the date of termination, up to the maximum of 240 hours.

Employees who have over 600 hours of accumulated sick leave can receive payment for hours
over 600, up to 120 hours, on July 1 or January 1 of each year. However, sick leave is paid at
50% of the employee's regular hourly wage. At retirement, employees can receive 50% payment
for up to 400 hours of accumulated sick leave above 600 hours. Therefore, the only sick leave
which has been accrued represents the hours earned at June 30th, over 600 hours.
Expenditures for accumulated sick pay for hours under 600 hours will be recognized as
employees take such absences.

In addition, the Court allows FLSA non-exempt employees to accumulate compensatory leave
in certain approved circumstances. Compensatory leave may be carried forward into the next
calendar year and any unused portion is paid at termination to non-exempt employees under
the Federal Labor Standards Act.

Accrued compensated absences are recorded as liabilities and net changes are recorded as
expenditures in the government-wide financial statements. The fund financial statements do not
recognize compensated absences as due and payable at year end.

6. Net Position

The government-wide financial statements utilize a net position presentation. Net position is
categorized as invested in capital assets (net of related debt), restricted and unrestricted.
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June 30, 2020

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

6. Net Position — Continued

Invested in Capital Assets (net of related debt) — is intended to reflect the portion of net position
which is associated with non-liquid, capital assets less outstanding capital asset related debt.
The Court does not have any related debt.

Restricted Net Position — are liquid assets which have third-party, legally enforceable, (statutory,
bond covenant or granting agency) limitations on their use. When there is an option, the
Supreme Court spends restricted resources first.

Unrestricted Net Position — represent unrestricted liquid assets. The balance at June 30 of
($214,658) represents unfunded accrued compensated absences, which will be paid out of
current resources when redeemed.

7. Fund Balances

Governmental funds report fund balance classifications that comprise a hierarchy based
primarily on the extent to which the government is bound to honor constraints on the specific
purposes for which amounts in those funds can be spent. The classifications used in the
governmental fund financial statements are as follows:

Nonspendable — This classification includes amounts that cannot be spent because they are
either (a) not in spendable form or (b) legally or contractually required to be maintained intact.

Restricted — This classification includes amounts that are restricted to a specific purpose. Fund
balances are restricted when constraints placed on the use of resources are either: (a) externally
imposed by creditors (such as debt covenants), grantors, contributors, or laws or regulations of
other governments; (b) enabling legislation, as the term is used authorizes the Court to assess,
levy, charge or otherwise mandate payment of resources and includes a legally enforceable
requirement that those resources be used only for the specific purposes stipulated in the
legislation.

Commiitted — This classification includes amounts that can only be used for specific purposes
to constraints imposed by formal action of the Court's highest level of decision-making authority.
Those committed amounts cannot be used for any other purpose unless the Court removes or
changes the specific use by taking the same type of action (for example resolution or order) it
employed to previously commit those amounts.

Assigned — This classification includes amounts that are constrained by the Court's intent to
be used for specific purposes, but are neither restricted nor committed. Intent should be
expressed by (a) the governing body itself or (b) a body or official to which the governing body
has delegated the authority to assign amounts to be used for specific purposes.

Unassigned — This classification is the residual classification for the general fund. This
classification represents a fund balance that has not been assigned to other funds and that has
not been restricted, committed, or assigned to specific purposes within the general fund. The
general fund should be the only fund that reports a positive unassigned fund balance amount.
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June 30, 2020

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

8. Budgets

The Supreme Court follows these procedures in establishing the budgetary data reflected in the
financial statements:

No later than September 1, the Supreme Court submits to the Judicial Budget Office (JBO), the
Legislative Finance Committee (LFC), and the Department of Finance and Administration (DFA)
an appropriation request for the fiscal year commencing the following July 1. The appropriation
request includes proposed expenditures and the means of financing them.

Appropriation request hearings are scheduled by the DFA. Budget hearings are scheduled
before the New Mexico House Appropriations and Senate Finance Committees. The final
outcomes of these hearings are incorporated into the General Appropriations Act. The Act is
signed into law by the Governor of the State of New Mexico within the legally prescribed time
limit.

The Supreme Court submits to the DFA, no later than May 1, an annual operating budget by
category and line item based upon the appropriation made by the Legislature. The DFA —
Budget Division reviews and approves the operating budget which becomes effective on July 1.
All subsequent budget adjustments must be approved by the State of New Mexico,
Administrative Office of the Courts and the director of the DFA - Budget Division and the LFC.
The current year budget was adjusted in a legal manner.

The legal level of budgetary control is at the appropriation program level, meaning total
expenditures for the program need to be compared to the program’s approved final budget for
compliance.

Appropriations lapse at the end of the fiscal year except for multi-year special appropriations.
All amounts within the General Fund revert annually to the State General Fund, with the
exception of unspent multi-year special appropriations.

Each year the Legislature approves multiple year appropriations, which the State considers as
continuing appropriations. The Legislature authorizes these appropriations for two to five years;
however, it does not identify the authorized amount by fiscal year. Consequently, the
appropriation is budgeted in its entirety the first year the Legislature authorizes it.

The unexpended portion of the budget is carried forward as the next year’s beginning budget
balance until either the project period has expired or the appropriation has been fully expended.
The budget presentation in these financial statements is consistent with this budgeting
methodology.

The budget for the General Fund is adopted on the modified accrual basis of accounting except
for accounts payable accrued at the end of the fiscal year that do not get paid by the statutory
deadline (Section 6-10-4 NMSA 1978), that must be paid out of next year's budget. A
reconciliation of budgetary basis to GAAP basis will be necessary if all accounts payable at the
end of the fiscal year are not paid by the statutory deadline.
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NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

9. Inter-Fund Activity

Inter-fund transactions are treated as transfers. Transfers between governmental funds are
netted as part of the reconciliation of the government-wide financial statements. There were no
transfers between the general fund and the suspense fund during FY20.

10. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

11. Subsequent Events

Subsequent events have been evaluated through October 31, 2020, the date which the financial
statements were available to be issued, to determine whether such events should be recorded
or disclosed in the financial statements for the year ended June 30, 2020. Management believes
no material subsequent events have arisen that would require adjustment or disclosure.

NOTE B — STATE TREASURER GENERAL FUND INVESTMENT POOL
State law (Section 8-6-3 NMSA 1978) requires the Court’s cash be managed by the New Mexico
State Treasurer's Office. Accordingly, the investments of the Court consist of an interest in the

General Fund Investment Pool managed by the New Mexico State Treasurer's Office.

At June 30, 2020, the Court had the following invested in the General Fund Investment Pool:

Share Account Fair

Fund # Maturity Balance Value
General Fund 13800 1 day $ 723,773 $ 723,773
Supreme Court Fees Fund 79300 1 day - -
Supreme Court Suspense Fund 25100 1 day 13,171 13,171
Total governmental funds $ 736,944 $ 736,944

Interest Rate Risk — The New Mexico State Treasurer’s Office has an investment policy that
limits investment maturities to five years or less on allowable investments. This policy is a means
of managing exposure to fair value losses arising from increasing interest rates. This policy is
reviewed and approved annually by the New Mexico State Board of Finance.
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NOTE B - STATE TREASURER GENERAL FUND INVESTMENT POOL — CONTINUED
Credit Risk — The New Mexico State Treasurer pools are not rated.
For additional GASB 40 disclosure information regarding cash held by the New Mexico State

Treasurer, the reader should see the separate audit report for the New Mexico State Treasurer's
Office for the fiscal year ended June 30, 2020.

NOTE C - CAPITAL ASSETS

Balance Balance
June 30, 2019 Additions Disposals June 30, 2020
Capital assets:
Land $ 100,311 $ - $ - $ 100,311
Building and improvements 3,333,143 18,200 - 3,351,343
Autos and trucks 111,096 - - 111,096
Information tech equipment 189,014 45,624 - 234,638
Furniture and fixtures 256,901 - - 256,901
Total capital assets at cost 3,990,465 63,824 - 4,054,289
Less accumulated depreciation for:
Building and improvements 1,896,151 267,734 - 2,163,885
Autos and trucks 24,663 17,587 - 42,250
Information tech equipment 100,803 36,114 - 136,917
Furniture and fixtures 182,141 10,761 - 192,902
Total accumulated depreciation 2,203,758 332,196 - 2,535,954
Total capital assets, net $ 1,786,707 $ (268,372) $ - $ 1,518,335

Current depreciation expense is $332,196.

NOTE D - COMPENSATED ABSENCES

The following is a summary of changes in compensated absences:

Balance Balance Due Within
June 30, 2019 Additions Deletions June 30, 2020 One Year
$ 173,429 $ 298,273 $ (257,044) $ 214,658 $ 182,460
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NOTE E - PENSION PLANS - PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

The New Mexico Supreme Court, as part of the primary government of the State of New Mexico,
is a contributing employer to a cost-sharing multiple employer defined benefit pension plan
administered by the Public Employees Retirement Association (PERA). Disclosure
requirements for governmental funds apply to the primary government as a whole, and as such,
this information will be presented in the Component Appropriation Funds Annual Financial
Report (General Fund) and the Comprehensive Annual Financial Report (CAFR) of the State of
New Mexico.

The New Mexico Supreme Court also has a single employer defined benefit pension plan for
Supreme Court Justices (Judicial Retirement) administered by PERA. Disclosure requirements
for governmental funds apply to the primary government, as a whole, and as such, this
information will be presented in the Component Appropriation Funds Annual Financial Report
(General Fund) and the CAFR of the State of New Mexico.

Information concerning the net pension liability, pension expense, and pension-related deferred
inflows and outflows of resources of the primary government will be contained in the General
Fund financial statements for the State and the CAFR and will be available, when issued, from
the Office of State Controller, Room 166, Bataan Memorial Building, 407 Galisteo Street, Santa
Fe, New Mexico, 87501.

The Supreme Court’s contributions to PERA including JRA for the years ended June 30, 2020,
2019 and 2018 were $597,630, $495,747 and $392,387, respectively, which equal to the
required contributions for each year.

NOTE F - POST-EMPLOYMENT BENEFITS — STATE RETIREE HEALTH CARE PLAN

The Court, as part of the primary government of the State of New Mexico, is a contributing
employer to a cost-sharing multiple-employer defined benefit postemployment health care plan
that provides comprehensive group health insurance for persons who have retired from certain
public service positions in New Mexico. The Other Postemployment Benefits (OPEB) Plan is
administered by the Retiree Health Care Authority of the State of New Mexico. Overall, total
OPERB liability exceeds OPEB Plan net position resulting in a net OPEB liability. All required
disclosures will be presented in the CAFR of the State of New Mexico.
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NOTE F - POST-EMPLOYMENT BENEFITS — STATE RETIREE HEALTH CARE PLAN -
CONTINUED

Information concerning the net liability, benefit expense, and benefit-related deferred inflows
and deferred outflows of resources of the primary government will be contained in the State of
New Mexico CAFR for the year ended June 30, 2019, and will be available, when issued, from
the Office of the State Controller, Room 166, Bataan Memorial Building, 407 Galisteo Street,
Santa Fe, New Mexico, 87501.

The Supreme Court’s contributions to RHCA for the years ended June 30, 2020, 2019 and 2018
were $75,007, $51,039 and $49,461, respectively, which equal to the required contributions for
each year.

NOTE G - RISK MANAGEMENT

The Supreme Court is exposed to various risks of loss related to torts; theft of, damage to, or
destruction of assets; errors and omissions; injuries to employees or others; or acts of God. The
Court is insured through Risk Management Division of the General Services Department, which
is accounted for as a separate fund within that agency of the State of New Mexico. In general,
Risk Management Division responds to suits against the state and state agencies; manages the
fund to provide unemployment compensation, tort liability insurance, workman’s compensation,
and general and property insurance, and attempts to reduce the number of suits against the
state and state agencies through the risk management process. Any claims against the
Supreme Court have not exceeded available coverage. In accordance with its policy the
Supreme Court may share in any litigation awards according to policy terms. The Supreme
Court’s policy with the Risk Management Division may require the Court to share in litigation
assessments or settlements that may arise after July 1, 2019, determined on a case by case
basis. There were no material outstanding matters at June 30, 2020, and through the date of
issuance of these financial statements.

NOTE H — REVERSIONS TO STATE GENERAL FUND

Current year reversions for the State General Fund as of June 30, 2020, were as follows:

Appropriation SHARE
Year Fund Type System Fund Reversion
Laws of 2020 General Fund 13800 $ 132,105
Laws of 2019 General Fund 13800 110,386

$ 242,491

In accordance with statute Section 6-5-10(A) NMSA 1978, all unreserved, undesignated fund
balances in reverting funds and accounts as reflected in the central accounting system as of
June 30 shall revert.
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NOTE | - COVID-19 IMPACT DISCLOSURE

In response to the COVID-19 (Coronavirus) Pandemic, the Court has implemented several
significant changes to its operations for the last few months of fiscal year 2020 and to the start
of fiscal year 2021, including revised work processes to limit gatherings and other in-person
contact with the Supreme Court Building, holding Supreme Court oral arguments by audio-video
connection, and screening of all staff and visitors to the Supreme Court Building, including
temperature checks, before allowing entry to the building. Most of the Court’s staff has been
teleworking throughout the public health emergency. However, the Court and the Supreme
Court Building have remained open to the public for all normal business hours by maintaining
limited staffing, including maintenance, security, and law library staff, to handle tasks that must
take place onsite and to keep the Supreme Court Building safe, secure, and open to the public.
Notwithstanding the Court’s revised work processes, internal controls over financial transactions
and reporting have not been compromised. The safety and health of Court employees and the
public remains of the utmost importance.

As a result of current events, the economy in which the State operates has seen significant
declines in the market values of investments, gross receipts tax revenues, and revenues derived
from the oil and gas industry. These are significant sources of revenue for the State of New
Mexico, which allocates the funds through appropriations to individual state agencies. Due to
these significant declines, a Special Session of the Legislature was called in June of 2020 to
discuss budget cuts to ensure the continued operation of state government, which resulted in a
four percent cut to the Court’s fiscal year 2021 appropriation that leaves the Court below its
fiscal year 2020 budget.

The duration and continued effects from the pandemic are uncertain and cannot be predicted.

NOTE J — NEW ACCOUNTING STANDARDS

GASB 87 — Leases

GASB Statement No. 87, Leases (GASB 87) establishes a single model for lease accounting
based on the foundational principle that leases are financings of the right to use an underlying
asset. Under this Statement, a lessee is required to recognize a lease liability and an intangible
right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred
inflow of resources, thereby enhancing the relevance and consistency of information about
governments' leasing activities.

Lessor accounting for recognition of lease receivables and deferred inflows of receivables at
commencement of the lease term will need to be considered. The lessor should not derecognize
the asset underlying the lease. Lessee accounting for operating leases also will be more like
capital lease accounting.
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NOTE J - NEW ACCOUNTING STANDARDS - CONTINUED

GASB 87 — Leases — Continued

GASB 87 increases the usefulness of governments' financial statements by requiring
recognition of certain lease assets and liabilities for leases that previously were classified as
operating leases and recognized as inflows of resources or outflows of resources based on the
payment provisions of the contract. GASB 87 is effective for periods beginning after
December 15, 2020 (FY22) with earlier application encouraged. This statement may have some
impact on the assets and liabilities of the Court.

GASB 95 — Postponement of the Effective Dates of Certain Authoritative Guidance

The effective dates of certain provisions contained in the following pronouncements are
postponed by one year:

Statement No. 83, Certain Asset Retirement Obligations

Statement No. 84, Fiduciary Activities

Statement No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and
Direct Placements

Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction
Period

Statement No. 90, Majority Equity Interests

Statement No. 91, Conduit Debt Obligations

Statement No. 92, Omnibus 2020

Statement No. 93, Replacement of Interbank Offered Rates

Implementation Guide No. 2017-3, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions (and Certain Issues Related to OPEB
Plan Reporting)

Implementation Guide No. 2018-1, Implementation Guidance Update—2018
Implementation Guide No. 2019-1, Implementation Guidance Update—2019
Implementation Guide No. 2019-2, Fiduciary Activities

Many of the above issued GASB standards were set for implementation in FY20 and thus are
delayed until FY21.

The effective dates of the following pronouncements are postponed by 18 months:

Statement No. 87, Leases
Implementation Guide No. 2019-3, Leases
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State of New Mexico Supreme Court
STATEMENT OF CHANGES IN FIDUCIARY ASSETS AND LIABILITIES — AGENCY FUND

June 30, 2020

Balance Balance

July 01, 2019 Additions Deletions June 30, 2020

ASSETS

Cash $ - $ - $ - $ -
LIABILITIES

Deposits Held for Others $ - $ - $ - $ -
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(1)
(2)
(3)
(4)

State of New Mexico Supreme Court

SCHEDULE OF OPERATING TRANSFERS

For the Year Ended June 30, 2020

Share Transfer
Fund Title In Out
85300 Department of Finance &

Administration $ 6,172,600 $ -
85300 Department of Finance &

Administration 206,800 -
85300 Department of Finance &

Administration - FY20 Reversion to the

State General Fund - 132,105
85300 Department of Finance &

Administration - FY19 Reversion to the

State General Fund - 110,386
Total $ 6,379,400 $ 242,491

2019 N.M. Laws, CH 271, Section 4

2019 N.M. Laws, CH 271, Section 8

Fiscal year 2020 reversion to the State General Fund

Fiscal year 2019 reversion to the State General Fund
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING, AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Michael E. Vigil, Chief Justice

State of New Mexico Supreme Court
and

Mr. Brian Coldn

New Mexico State Auditor

We have audited, in accordance with the 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, the financial
statements of the governmental activities, each major fund, the budgetary comparisons for the
general funds and the aggregate remaining fund information of the State of New Mexico Supreme
Court (the Court), as of and for the year ended June 30, 2020, and the related notes to the financial
statements, which collectively comprise the Court’s basic financial statements, and have issued
our report thereon dated October 31, 2020.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Court’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Court’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Court’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the Court’s financial statements will not be prevented
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
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Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Court’s basic financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards and 2.2.2 NMAC.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the Court’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Court’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

ATk nson) ¢ Co,-TD

Atkinson & Co., Ltd.
Albuquerque, New Mexico
October 31, 2020
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State of New Mexico Supreme Court
SCHEDULE OF FINDINGS AND RESPONSES

June 30, 2020

FINANCIAL STATEMENTS

Type of auditors' report issued: Unmodified

INTERNAL CONTROL OVER FINANCIAL REPORTING
Material weakness(es) identified? Yes _ X No

Significant deficiency(ies) identified? Yes X None Reported

COMPLIANCE AND OTHER MATTERS

Noncompliance material to the financial statements noted? Yes X No

CURRENT YEAR FINDINGS

Findings — Financial Statement Audit

None

Findings in Accordance with 2.2.2 NMAC (State Audit Rule)

None

PRIOR YEAR FINDINGS

Findings — Financial Statement Audit

None

Findings in Accordance with 2.2.2 NMAC (State Audit Rule)

None
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State of New Mexico Supreme Court
EXIT CONFERENCE
Year ended June 30, 2020
An exit conference was held on October 29, 2020. The conference was held online using a virtual

forum as allowed in accordance with 2.2.2.10(M)(1) NMAC. The following individuals were
present:

New Mexico Supreme Court

Honorable Michael E. Vigil Chief Justice

Joey D. Moya Attorney, Clerk of the Supreme Court, CFO
Wanda Gonzales Court Financial Manager, Co-CFO

Artie Pepin Director, Administrative Office of the Courts
Jen Scott Deputy Clerk of the Supreme Court

Jeff Young Chief Justices Administrative Counselor

Atkinson & Co., Ltd.:

Clarke Cagle, CPA, CCIFP, CGFM Audit Director
Andrea Brewer, CPA, CFE Audit Senior Manager
Valerie Torrez, CPA Audit Senior

PREPARATION OF FINANCIAL STATEMENTS

Management is responsible for ensuring that the books and records adequately support the
preparation of financial statements in accordance with generally accepted accounting principles
and that records are correct and in balance. The financial statements presented in this report
have been prepared by the independent auditor with the assistance of the Court. Management
has reviewed and approved the financial statements.
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