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INDEPENDENT AUDITOR'S REPORT

Hector H. Balderas
New Mexico State Auditor
Santa Fe, New Mexico

and
Honorable Nan G. Nash, Chief Judge
Second Judicial District Court
Albuguerque, New Mexico

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, each mgjor fund, and
the aggregate remaining fund information, and the budgetary comparisonsfor the combined general fund and
major special revenue funds of the State of New Mexico, Second Judicial Digtrict Court (Court), asof and for
theyear ended June 30, 2014, and therelated notesto the financial statementswhich collectively comprisethe
Court’s basic financial statements as listed in the table of contents. We also have audited the financial
statements of each combining general fund unit, and the budgetary comparisonsfor each combining general
fund unit presented as supplementary information, as defined by the Government Accounting Standards
Board, in the accompanying combining and individual fund financial statements as of and for the year ended
June 30, 2014, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility isto express opinions on thesefinancial 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 disclosuresin the
financia statements. The procedures sel ected depend on the auditor’ sjudgment, including the assessment of
therisks of material misstatement of thefinancia statements, whether dueto fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’ sinternal
control. Accordingly, we express no such opinion.

An audit also includes eval uating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, aswell as evaluating the overall presentation of the
financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide abasis for our
audit opinions.

Opinions
In our opinion, thefinancial statementsreferred to above present fairly, inall material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund
information of the Court as of June 30, 2014, and the respective changesin financial position thereof and the
respective budgetary comparisonsfor the combined general fund and the major special revenue fundsfor the
year then ended in accordance with accounting principlesgenerally accepted in the United States of America.
In addition, in our opinion, thefinancial statements referred to above present fairly, in all material respects,
therespectivefinancial position of each combining general fund unit of the Court asof June 30, 2014, and the
respective changesin financial position thereof and the respective budgetary comparisonsfor each combining
general fund unit for the year then ended in accordance with accounting principles generally accepted in the
United States of America

Other Matters

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 4 to 11 be presented to supplement the basic financial statements. Such
information, although not apart of the basic financial statements, isrequired by the Governmental Accounting
Standards Board who considersit to be an essentia 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 theinformation and comparing the information for consi stency with management’ sresponsesto 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 uswith sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the Court’s financial statements, the
combining and individual fund financial statements, and the budgetary comparisons. The Schedule of
Expenditures of federal awards asrequired by Office of Management and Budget Circular A-133, Audits of
Sates, Local Governments, and Non-Profit Organizations, and the supplementary information listed on the
table of contents and other schedules required by 2.2.2.NMAC are presented for purposes of additional
analysis and are not arequired part of the basic financial statements.

The Schedule of Expenditures of Federal Awards and other schedules required by 2.2.2 NMAC are the
responsibility of management and were derived from and relate directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with the auditing standards
generally accepted in the United States of America. Inour opinion, the Schedule of Expenditures of
Federal Awards and the supplementary information listed on the table of contents and other schedules
required by 2.2.2 NMAC arefairly 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 Gover nment Auditing Standards, we have also issued areport dated November 14, 2014
on our consideration of the Court’s internal control over financial reporting and our tests of its compliance
with certain provision 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 theinternal control over financial reporting or
on compliance. That report isanintegral part of an audit performed in accordance with Government Auditing
Sandardsin considering the Court’ sinternal control over financial reporting and compliance.

Z//oh\[é/f'— )| kw2~ ?.gfa.ofov’j[ P.C

Zlotnick, Laws & Sandoval, P.C.
Santa Fe, NM

November 14, 2014
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The Second Judicial District Court's discussion and analysisis provided as an overview of the
Court'sfinancia activities for the fiscal year ending June 30, 2014. Thisannual report consists
of aseries of financial statements. The Statement of Net Position and the Statement of Activities
(on pages 12 and 13), provide information about the Court as awhole and presents alonger term
view of the court's finances. Fund financial statements start on page 14. For governmental
activities, these statementstell how these services were financed in the short-term as well as
what remains for future spending. Fund financial statements also report the Court's operationsin
more detail than the government-wide statements by providing information about the Court's
most significant funds. The Statement of Fiduciary Net position provides information about
activities for which the Court acts solely as agent for the benefit of others, to whom the resources
belong.

Government-Wide Financial Statements

Government-wide financial statements report information about the Court as a whole using
accounting methods similar to those used by private-sector companies. The Statement of Net
Position includes al of the government's assets and liabilities. All of the current year's revenues
and expenses are accounted for in the Statement of Activities regardless of when cash isreceived
or paid.

Fund Financial Statements

The fund financial statements provide more detailed information about the Court's most
significant funds, not the Court as awhole. Funds are accounting devices that the Court uses to
keep track of specific sources of funding and spending for particular purposes.

The Court has two types of funds:

* Governmental funds - Most of the Court's basic services are included in governmental funds,
which focus on 1) how cash and other financial assets that can readily be converted to cash
flow in and out and 2) the balances | ft at year-end that are available for spending.

* Fiduciary funds - The Court maintains three agency funds to account for monies held on
behalf of others. These funds are purely custodial in nature thus do not include measurement
of the results of operations.
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Condensed Financial |nformation:

Percent
FY2014 FY2013 Change
STATEMENT OF NET POSITION
ASSETS
Current and other assets $ 1,583,758 $ 1,069,291 48.11%
Capital assets, net 782,398 712,023 9.88%
Total assets 2,366,156 1,781,314 32.83%
LIABILITIES
Current liabilities 1,470,377 1,391,745 5.65%
Long term liabilities 120,334 113,777 5.76%
Total liabilities 1,590,711 1,505,522 5.66%
NET POSITION
Invested in capital assets 782,398 712,023 9.88%
Restricted 793,514 376,253 110.90%
Unrestricted (800,467) (812,484) -1.48%
Total net position $ 775,445 $ 275,792 181.17%
STATEMENT OF ACTIVITIES
REVENUES
Program revenues $ 3,799,973 $ 3,396,027 11.89%
General revenue, net of transfers 22,118,867 21,048,768 5.08%
Total revenues 25,918,840 24,444,795 6.03%
EXPENSES
Judicial 25,419,186 24,026,124 5.80%
Change in net position 499,654 418,671 19.34%
Net position, beginning of year 275,791 (142,880) 293.02%
Net position, end of year $ 775,445 $ 275,791 181.17%
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Financial Highlights

The financial position and results from operation for the Second Judicial District Court
during the year ended June 30, 2014 are detailed below. Total assets at June 30, 2014,
were $2,366,156. This includes petty cash of $1,500 and Interest in State General Fund
Investment Pool of $1,169,018, due from external parties of $36,816, due from other state
agencies of $94,119, due from local governments of $179,127, supplies inventory of
$103,178 and capital assets of $3,439,173, net of accumulated depreciation of $782,398.
Total liabilities were $1,590,711, including current liabilities of $1,470,377 and long-
term liabilities of $120,334. Net position includes unrestricted net position of
($800,467), restricted net position of $793,514 and $782,398 invested in capital assets.

Total revenues for the year ended June 30, 2014 were $25,918,840. This included State
general fund appropriation of $21,592,189, net of reversion, bond proceeds appropriation
of $211,978, other state funds of $314,700, charges for services in the amount of
$211,061, court fees of $417,981, revenue from federa grants-operating of $1,011,241
and revenue from other operating grants of $2,156,690. Total expenses were
$25,419,186. The total change in net position for the year was an increase of $499,653,
resulting in a net asset balance of $775,445 as of June 30, 2014.

The amount due to the State General Fund was $1,811. Thisreversion figure includes the
actual amount reverted for fiscal year 2014. The Child Support Hearing Officer Program
reversion for fiscal year 2014 was $1,811.

Total fund equity was $898,192, which includes $1,500 for petty cash, $103,178 for
supplies inventory, $50,602 from Adult Drug Court program fees, $309,289 from the
Residential Mortgage Foreclosure Settlement Facilitation Pilot Project Grant Agreement
between the Court and the Office of the New Mexico Attorney General, $203,692 from
the Court Mediation fund, and $229,931 from the Court Arbitration fund. Specia
Revenue Funds are non-reverting funds used to account for the proceeds of specific
revenue sources that are legally restricted to expenditures for specified purposes. The
Special Revenue Funds include Court Mediation and Court Arbitration.
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Other Financial Highlights

The Second Judicial District Court is responsible for monitoring and maintaining all
litigant funds. Agency funds are not "operating” funds but are purely custodial and thus
do not involve a measurement of results of operations. The funds are deposited into
registry and savings trust accounts. The Court's savings account is established through
the State Treasurer's Local Government Investment Pool (LGIP) and earned an average
of .11% interest during the year ending June 30, 2014. In order for the Court to deposit
funds into this account, deposits must exceed $25,000 or the Court Order must specify
the funds be deposited into a savings account. All other funds are deposited into the
registry account through a local bank and any bank interest accrued is transferred to the
State General Fund.

General Fund Budgetary Highlights

The New Mexico State Legislature makes annual appropriations to the Court. Budget
adjustments require approval by the New Mexico Department of Finance and
Administration. These budget adjustments fall into the following three categories:

*  Amendments approved shortly after the beginning of the year to reflect the actual
beginning account balances.

* Budget adjustment requests that increase or decrease other State funds based on
actual revenues.

* Increases or reallocations of appropriations to prevent budget overruns.

The fiscal year 2014 legidative session lasted 30 days. The Court requested $26.6
million and was appropriated $26.3 million with an additional $326,100 for Capital
Outlay. Amendments to the budget require approval by the Budget Division of the
Department of Finance and Administration.

Approved budgets increased by $27,231, during the year from the original amount of
$26,637,100 to $26,664,331. This.1% increaseis primarily attributed to establishing the
budget for the Residential Mortgage Foreclosure Settlement Facilitation Pilot Project Grant,
increasing the Bernalillo County Pre Trial Services Grant, Judicial Supervision Program
Grant and the Child Support Grant budgets to match the actual contract amounts, and
decreasing the Bernalillo County Pre Trial Services Expansion Grant and the Probation
Violation Docket Grant budgets to match the actual contract amounts. Actual budgetary
basis expenditures of $25,501,577 are within the total allowed in the final approved
budget by $1,156,754.
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The statement of revenues and expenditures reflects a balance of $417,263 for the net
changein fund balances in the Total Governmental Funds column. Contributing factors
to the increase were that the Court increased the revenue carryover for Special Revenue
Funds and the revenue carryover for the Residential Mortgage Foreclosure Settlement
Facilitation Pilot Project Grant. These specia revenue funds include Mediation and
Court Alternatives (Arbitration).

Capital Assets

The Court's capital assets for the year ended June 30, 2014 increased by $250,050. This
includes furniture and equipment and computers needed for the courthouse. The Court
does not own any real property or infrastructure assets.

Long Term Liabilities

Long term Liabilities consist entirely of accrued compensated absences. The long term
portion of accrued compensated absences increased by $6,557 during the year.

Aqgency Highlights

The fund financial statements provide more detailed information about the Second
Judicia District Court's General Fund and its components, which include the child
support enforcement hearing officer fund, grants, and contracts. The general fund
appropriation of $21,594,000 includes Court Regular, Adult Drug Court, Juvenile Drug
Court and Judicial Supervision Program f/k/aMental Health Court. Thisamount is an
increase of $542,500, or 2.6%, from the prior fiscal year. The other state funds amount
of $314,700 is from the Residential Mortgage Foreclosure Settlement Facilitation Pilot
Project Grant Agreement between the Court and the Office of the New Mexico Attorney
General. The Child Support Enforcement Hearing Officer fund was created through a
grant agreement from the Human Services Department for $1,011,241. Thisamount is an
increase of $40,000, or 4.1% from the prior fiscal year. The amount of $2,159,690 for
other grants under the general fund column consists of funds received from AOC for the
LETF DWI Grant for Juvenile Drug Court, Bernalillo County for the Pre Tria Services
Program, the Judicial Supervision Program and Probation Violation Dockets, and from
OptumHealth for Veterans' Court. Grant revenue is on a cost reimbursement basis.
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The Mgor Fund column in the fund financial statement consists of the Court Mediation
fund, which primarily supports the Court Clinic Division. The Court Clinicisadivision
within the Court that provides servicesto al District Court Judges, Hearing Officers, and
Special Commissioners. The revenue generated comes from a portion of domestic
relations filings fees collected as well as advisory consultation fees collected from clients
based on a diding fee scale and excess parent fees remitted by the provider for the
Neutral Corner Supervised Visitation program. The Court has statutory authority to
collect these fees. Expenses incurred from the Court Mediation fund include salary and
benefits. Revenue generated in fiscal year 2014 was $264,981, an increase of $15,993 or
6% from fiscal year 2013. The Court Mediation fund is non-reverting.

The next Magjor Fund column in the fund financial statements consists of the Court
Alternatives (Arbitration) Program, which offers settlement facilitation for civil and
domestic relations cases. The program generates revenues through a portion of the civil
filing fees collected. Pursuant to statute, any judicial district that has established a Court
Alternatives Program may collect a fee of $15 on al new and reopened civil cases. In
fiscal year 2014, the revenue generated for this program was $153,000, a decrease of
$34,440, or 18% from fiscal year 2013. Thisisaso anon-reverting fund.

The final Mgjor Fund column in the fund financial statements consists of the Severance
Tax Bonds Capital Outlay Funds. The Court was appropriated $174,100 for Security
Equipment and $162,000 for a Server for agrand total of $326,100. The Court expended
$211,978 leaving a balance of $114,122 to be expended in fiscal year 2015.

Economic Factors and Next Y ear’ s Budget

The budget request for fiscal year 2015 was $27.3 million, which included the general
fund and special revenue funds. The approved appropriation was $27.3 million. If the
economic climate continues to stabilize, the Court will be able to continue to pursue
innovative efforts aimed at “individual justice” such as the Elder Couirt.

With the support of the Supreme Court, the Second Judicial District Court isengaged in a
major automation effort, Odyssey, to transform our paper records into atotally electronic
record. Thisincludes the electronic filing of court documents directly from lawyer’s
offices aswell as scanning all other documentsthat are filed in paper form. This change
is having tremendous positive impacts on the processing of casesin the clerk’s offices,
judges chambers and courtrooms. The Court has implemented a paper-on-demand
system and is moving many clerk functions into the courtroom to occur in real time.
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A large example of how €electronic documents are benefiting productivity isin the rapid
processing of cases. To date during this 2014 calendar year the court has filed 38,933
cases and has already closed 39,228 cases! This means that cases are closing islesstime
and the backlog is decreasing.

In the last audit period it was not clear to the Court what the economic effect of the

federal budget cuts would be on the local economy if enacted at the proposed levels.
During this reporting period it seems clear that the impact has been economic stagnation

with little or no growth. Population changes, a macro factor in predicting the courts

workload, are close to zero and portend zero growth for the court. Thiswill be most
auspicious for the long term court goal of matching workload requirements to resources.

One notable negative effect of a stagnant economy is the decline in fee based funding

going into judicial pension plans. The pension plans are partialy supported by a portion

of the civil casefiling fee. In the current climate the number of casesfiled is declining
primarily due to adrop in foreclosure cases and adrop in collection activity (Debt and
Money Due). Asthe economy has climbed out of recession, these case types declined.

Whilethisis good news for the court workload, and the community at large, it is,
unfortunately bad news for the pension funds. The decline in these case types has been

approximately 30% and so would imply a concurrent and significant decline in pension

funding. The relevant figures are below and show a 28% decline:

FY 09 = $745,560

FY 10 = $805,714

FY11=$731,272

FY 12 = $650,750

FY 13 = $624,948

FY 14 = $538,194

The decline in civil filing fees also has a predictable effect on the Arbitration fund. This
fund isimportant because it pays for operational expenses associated with arbitrating
cases. Inthe Second District any case that is alleging damages less than $25,000 is
mandated to go through arbitration. If thisfund were to be diminished then relatively
small cases would be reverted to the traditional litigation track and thereby engendering
tremendously magnified time and expense for the litigants. The relevant figures are
below and aso show alarge decrease of 35%.

FY09 = $235,910

FY 10 = $257,970

FY 11 = $229,665

FY 12 = $197,955

FY 13 = $187,440

FY 14 = $153,000

10



STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2014
In conclusion, although the legislature should be assisting the court to move towards
more stable footing for the above funds, the court’s overall funding is stable. The court is
operating with much more productivity and timeliness and is doing so using less funding

than in past years.

Request for Information

This financial report is designed to provide the general public and other interested parties
with a general overview of this Court’s finances and accountability of funds. Questions
concerning this report or request for additional information should be addressed to the
Second Judicial District Court, 400 Lomas Blvd. NW, Albuquerque, NM 87102.

11
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Governmental
Activities
ASSETS
Petty Cash $ 1,500
Investment in State General Fund Investment Pool 1,169,018
Due from external parties 36,816
Due from other state agencies 94,119
Due from local governments 179,127
Supplies inventory 103,178
Capital assets, net (see Note 8) 782,398
Total assets $ 2,366,156
LIABILITIES
Accounts payable $ 107,841
Accrued payroll 532,913
Due to State General Fund 1,811
Other liabilities 43,000
Compensated absences (see Note 9)
Due within one year 784,812
Due in more than one year 120,334
Total liabilities 1,590,711
NET POSITION
Net investment in capital assets 782,398
Restricted for program expenditures 793,514
Unrestricted (800,467)
Total net position $ 775,445

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

12
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Expenses:
Judicial:
Administrative services
Depreciation expense
Total expenses

Program Revenues:
Charges for services
Court fees
Federal grants - operating
Other operating grants and contributions
Total program revenues

Net program expenses

General Revenue:

General fund appropriation

Other state funds

Bond proceeds appropriation

Reversion to State General Fund

Total general revenue

Change in net position

Net position at beginning of year

Net position at end of year

Governmental
Activities

25,239,511
179,675

25,419,186

211,061
417,981
1,011,241
2,159,690

3,799,973

(21,619,213)

21,594,000
314,700
211,978

(1,811)

22,118,867

499,654

275,791

775,445

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

13
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BALANCE SHEET - GOVERNMENTAL FUNDS
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Major Funds

STB Alternative
Combined Capital Mediation Dispute Total
General Outlay Fund Resolution Governmental
Fund (89200) (92000) (92200) Funds
ASSETS
Petty Cash $ 1500 $ - $ - $ - $ 1,500
Investment in SGFIP 788,455 - 205,205 232,132 1,225,792
Due from external parties 26,898 - 6,528 3,390 36,816
Due from other state agencies 84,270 9,849 - - 94,119
Due from local governments 179,127 - - - 179,127
Supplies inventory 103,178 - - - 103,178
Total assets $ 1,183,428 $ 9,849 $ 211,733 $ 235,522 $ 1,640,532
LIABILITIES AND FUND BALANCES
Liabilities:
Investment in SGFIP - overdraft $ 56,774 $ - $ - $ - $ 56,774
Accounts payable 95,964 9,849 2,028 - 107,841
Accrued payroll 521,310 - 6,013 5,591 532,914
Due to State General Fund 1,811 - - - 1,811
Other liabilities 43,000 - - - 43,000
Total liabilities 718,859 9,849 8,041 5,591 742,340
Fund Balances:
Nonspendable:
Petty cash 1,500 - - - 1,500
Inventory 103,178 - - - 103,178
Restricted 359,891 - 203,692 229,931 793,514
Total fund balances 464,569 - 203,692 229,931 898,192
Total liabilities and fund
balances $ 1,183,428 $ 9,849 $ 211,733 $ 235,522 $ 1,640,532

The accompanying notes are an integral part of these financial statements.
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RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

June 30, 2014

Total fund balances for governmental funds $ 898,192

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 the following:

Property, plant & equipment 3,439,173
Accumulated depreciation (2,656,775)
Total capital assets 782,398

Some liabilities are not due and payable in the current
period and therefore are not reported in the funds. Those
liabilities consist of the following:
Compensated absences (905,145)

Net Position of Governmental Activities $ 775,445

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

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

For the Year Ended June 30, 2014

Major Funds

STB Alternative
Combined Capital Mediation Dispute Total
General Outlay Fund Resolution Governmental
Fund (89200) (92000) (92200) Funds
REVENUES
Charges for services $ 211,061 $ - $ - $ - $ 211,061
Court fees - - 264,981 153,000 417,981
Federal grants - operating 1,011,241 - - - 1,011,241
Other grants 2,159,690 - - - 2,159,690
Total revenues 3,381,992 - 264,981 153,000 3,799,973
EXPENDITURES
Judicial
Current:
Administrative services 24,905,992 14,373 264,167 66,995 25,251,527
Capital outlay 52,445 197,605 - - 250,050
Total expenditures 24,958,437 211,978 264,167 66,995 25,501,577
Excess (deficiency) of revenues
over expenditures (21,576,445) (211,978) 814 86,005 (21,701,604)
OTHER FINANCING SOURCES (USES)
Transfers out:
Reversions to the State General Fund:
FY2014 (1,811) - - - (1,811)
Transfers in:
General fund appropriation 21,594,000 - - - 21,594,000
Other state funds 314,700 - - - 314,700
Bond proceeds appropriation - 211,978 - - 211,978
Total other financing sources (uses) 21,906,889 211,978 - - 22,118,867
Net change in fund balances 330,444 - 814 86,005 417,263
Fund balances at beginning of year 92,115 - 202,878 143,926 438,919
Decrease in reserve for supplies inventory 42,010 - - - 42,010
Fund balances at end of year $ 464,569 $ - $ 203,692 $ 229,931 $ 898,192

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

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

For the Year Ended June 30, 2014

Net Change in fund balances - total governmental funds $ 417,263

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

Certain outlays are reported as expenditures in
governmental funds. However, in the statement of
activities, these costs are expensed as they are consumed or
allocated over their estimated useful lives. In the current
period these amounts are:

Capital outlay 250,050

Depreciation expense (179,675)

Excess of capital outlay over depreciation expense 70,375
Supplies inventory 42,010

Expenses recognized in the Statement of Activities, not
reported in governmental funds:

(Increase) decrease in compensated absences (29,994)

Change in Net Position of Governmental Activities $ 499,654

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL

(NON-GAAP BUDGETARY BASIS)
GENERAL FUND

For the Year Ended June 30, 2014

COMBINED GENERAL FUND

Actual Variance with
Amounts Final Budget
Budget Budget (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Other gifts & grants $ 2,344,200 $ 2,331,390 $ 2,159,690 $ (171,700)
Misc. revenue 230,000 230,000 211,061 (18,939)
Appropriations 21,594,000 21,594,000 21,594,000 -
Federal grants 971,200 1,011,241 1,011,241 -
Other financing sources 314,700 314,700 314,700 -
Total revenues 25,454,100 25,481,331 25,290,692 (190,639)
EXPENDITURES
Administrative Services:
Personal services & benefits 23,026,800 23,587,456 23,216,252 371,204
Contractual services 362,100 524,700 460,414 64,286
Other costs 2,065,200 1,369,175 1,281,771 87,404
Total expenditures $25,454,100 $25,481,331 $24,958,437 $ 522,894
Excess of revenue and other financing sources over expenditures
and transfers 332,255
Less reversion FY14 (1,811)
Changes in fund balances per statement of revenues, expenditures
and changes in fund balance (GAAP Basis) $ 330,444

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO

SECOND JUDICIAL

DISTRICT COURT

STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
(NON-GAAP BUDGETARY BASIS)
MAJOR FUND

For the Year Ended June 30, 2014

MEDIATION FUND (92000)

Actual Variance with
Amounts Final Budget
Budget Budget (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Court costs $ 172,500 $ 172,500 $ 148,020 $ (24,480)
Pay/care individual 172,500 172,500 116,961 (55,539)
Total revenues 345,000 345,000 264,981 (80,019)
Fund balance 161,600 161,600
Total resources 506,600 506,600
EXPENDITURES
Administrative Services:
Personal services & benefits 406,600 406,600 264,167 142,433
Contractual services 100,000 100,000 - 100,000
Total expenditures $ 506,600 $ 506,600 264,167 $ 242,433
Changes in fund balances per statement of revenues,
expenditures and changes in fund balance (GAAP Basis) $ 814

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO

SECOND JUDICIAL DISTRICT COURT

STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL

(NON-GAAP BUDGETARY BASIS)

MAJOR FUND

For the Year Ended June 30, 2014

ALTERNATIVE DISPUTE RESOLUTION (92200)

Actual Variance with
Amounts Final Budget
Budget Budget (Budgetary Positive
Original Final Basis) (Negative)
REVENUES
Court costs $ 230,000 230,000 $ 153,000 $ (77,000)
Fund balance 120,300 120,300
Total resources 350,300 350,300
EXPENDITURES
Administrative Services:
Personal services & benefits ~ $ 350,300 350,300 66,995 $ 283,305
Changes in fund balances per statement of revenues, expenditures
and changes in fund balance (GAAP Basis) $ 86,005

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUND

June 30, 2014

AGENCY
FUND
ASSETS
Cash and cash equivalents $ 913,833
Interest in local government investment pool 4,979,358
Total $ 5,893,191
LIABILITIES
Due to external parties $ 5,893,191

The accompanying notes are an integral part of these financial statements.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

NOTESTO FINANCIAL STATEMENTS

June 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Reporting Entity

The Second Judicial District Court (Court) operates under Section 34-6-1, 34-6-2, 34-6-5
and 34-6-17 through 34-6-46, NMSA 1978 Compilation. The Court covers Bernalillo
County, New Mexico. The Court iscomprised of twenty six divisions as authorized in the
above sections. The Court isthe State Court of general jurisdiction and isauthorized to hear
and determine all civil and criminal cases which are not specifically exempted from its
jurisdiction. Financing of the court is by state appropriation.

The financial reporting entity as defined by GASB Statement 14 consists of the primary
government, organi zationsfor which the primary government isfinancially accountable, and
other organizations for which the nature and significance of their relationship with the
primary government are such that exclusion would cause the reporting entity's financial
statements to be misleading or incomplete. This definition of the reporting entity is based
primarily on the notion of financial accountability as the "cornerstone of all financial
reporting in government.”

The Second Judicial District Court is a part of the Judicial Branch of the State of New
Mexico and thesefinancial statementsinclude all funds and activities over which the Court
has oversight responsibility. 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.
However, New Mexico does not at present issue an audited Comprehensive Annual
Financial Report inclusive of all agencies of the primary government. The District Court has
decision-making authority, the power to designate management, the responsibility to
significantly influence operations, and primary accountability for fiscal matters. The Court
has no component units that are required to be reported in its financial statements.

The accounting policies of the Second Judicial District Court conform to generally accepted
accounting principles (GAAP) as applicable to governments. A summary of the Court’s
significant accounting policies follows:

A. Basisof Accounting/ Measurement Focus

The accounts of the Court are organized on the basis of funds, each of which is
considered a separate accounting entity. The operations of each fund are accounted for
with a separate set of self-balancing accounts that comprise its assets, deferred
outflows of resources, liabilities, deferred inflow of resources, fund equity, revenues
and expenditures, or expenses as appropriate. Government resources are allocated to
and accounted for in individual funds based upon the purposes for which spending
activities are controlled.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

NOTESTO FINANCIAL STATEMENTS

June 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

A.

Basis of Accounting /M easurement Focus (Continued)

The basic financial statements include both government-wide and fund financial
statements. Both the government-wide and fund financial statements categorize
primary activities as governmental activities.

Government-Wide Financial Statements

The Court’ sgovernment-widefinancial statementsinclude a statement of net position
and a statement of activities and display information about the Court, the primary
government, asawhole, without displaying individual fundsor fund types. Generally,
these statements di stingui sh between activitiesthat are governmental and thosethat 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 asset used. Revenues, expenses, gains,
losses, assets, deferred outflows of resources, liabilities and deferred inflows of
resources resulting from exchange-like transactions are recogni zed when the exchange
takesplace. Revenues, expenses, gains, losses, assets, deferred outflows of resources,
liabilitiesand deferred inflows of resources resulting from non-exchange transactions
are recognized in accordance with the requirements of GASB 33. Grantsrevenueis
recorded when all applicable eligibility or reimbursement requirements are met.

Basis of Presentation - Fund Accounting

Fund Financial Satements

The governmental fund financial statements are presented on the current financial
resources measurement focus and the modified accrual basisof accounting. Under the
modified accrual basis of accounting, revenues are recognized when “ measurable and
available’. Measurable means knowing or being able to reasonably estimate the
amount. Available means collectible within the current period or within sixty daysin
order to pay current liabilities. Expenditures (including capital outlay) are recorded
when the related fund liability isincurred.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

NOTESTO FINANCIAL STATEMENTS

June 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B.

Basis of Presentation - Fund Accounting (continued)

This presentation is deemed appropriate to (a) demonstrate legal compliance, (b)
demonstrate the source and use of liquid resources, and (c) demonstrate how the Courts
actual experience conformsto 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, a reconciliation is presented on the page
following each fund statement, which briefly explains the adjustment necessary to
transform the fund based financial statementsinto the government-wide presentation.

The Court’ sfiduciary fund (agency fund) is presentedin thefund financial statements.
The agency fund is presented on the accrual basis of accounting. Since by definition
these assets are being held for the benefit of athird party and cannot be used to address
activities or obligations of the government, these funds are not incorporated in the
government-wide financial statements.

Governmental Funds

Court Regular - The Court Regular isthe general operating fund of the District Court.
It isused to account for all financial resources except those required to be accounted
for in another fund. Any unencumbered balance remaining in the General Fund at the
end of the fiscal year reverts to the General Fund of the State of New Mexico. The
Court calculates reversions to the State General Fund in accordance with the
Department of Finance and Administration’ s White Paper. The SHARE fund number
IS#14200 - Court Regular.

In Fiscal Year 2011, the Court began collecting Drug Court Fees from Adult Drug
Court participants pursuant to Statute 34-6-47, NMSA 1978 Comp. Thefeesareto be
used to offset client service costs of the drug court program, consistent with standards
approved by the Supreme Court. As of June 30, 2014, there was aremaining balance
of $50,602. Any remaining balancesdo not revert to the general fund at the end of the
fiscal year. Revenue and expenditures for this program is tracked by department
number 1401060011in fund 14200.

Hearing Officer - The Child Support Enforcement Hearing Officer Fund is a
component of the General Fund. It was created through a contract with the Human
Services Department. Unused fundsat the end of fiscal year revert to the State General
Fund. The SHARE fund number is# 67900.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

NOTESTO FINANCIAL STATEMENTS

June 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B.

Basis of Presentation - Fund Accounting (continued)

Special Revenue Funds

Court Mediation - The Court has established a domestic relations mediation program
pursuant to Section 5 (40-12-5, NMSA 1978 Comp.) of the Domestic Relations
Mediations Act. Deposits to this fund shall include payments made through the
imposition of a sliding fee scale and the collection of a surcharge provided for in the
Domestic Relations Mediation Act. The fund is non-reverting. The SHARE fund
number of the Mediation Fund is# 92000. Thisfund is considered a major fund.

Alternative Dispute Resolution - The Court has established an Alternative Dispute
Resolution Fund pursuant to Section 34-6-45 NMSA 1978. The fund obtains its
resources from the imposition of a $15 fee on all new and reopened civil cases. The
fundisnon-reverting. The SHARE fund number is#92200. Thisfundisconsidered a
major fund.

Specia revenue funds account for revenue sources that are legally restricted to
expendituresfor specific purposes. No expenditures can be made from special revenue
fundsfor operations of the Court. Unexpended amounts at year end are restricted for
future program expenditures in the statement of net position.

Capital Project Fund

Capita Project funds are used to account for financial resources to be used for the
acquisition or construction of major capita facilities. Capital project funding is
comprised of severance tax bonds specified for capital projects.

Fiduciary Funds

Agency Funds - Agency Funds are used to account for assets held by the Court in a
trustee capacity or as an agent for individuals, private organizations, other
governments and/or other funds. Agency funds are custodial in nature (assets equal
liabilities) and do not involve measurement of results of operations. The agency funds
are used to collect and distribute court fees assessed per State Statute.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

NOTESTO FINANCIAL STATEMENTS

June 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C.

Assets, Liabilities and Equity

Cash and Investments
The Court’ s cash and cash equivalentsinclude demand deposits and savings accounts.

The Court also hasinvestment pools maintained at the State Treasurer’ s Officeto hold
litigant deposits and to use for its operations.

Receivables
All receivables are fully collectible.

Supplies Inventory

Supplies inventory consists of non-resale paper, postage and office supplies. The
Court uses the purchases method to account for itsinventory. At year end, the Court
had a net increase of $42,010 to its supplies inventory.

Capital Assets
In the government-wide financial statements, property, plant and equipment is

accounted for as capital assets. All capital assets are valued at historical cost or
estimated historical cost if actual is unavailable, except for donated assets which are
recorded at their estimated fair value at the date of donation. Capital assets with a
value exceeding $5,000 are capitalized and depreciated. Any software acquiredisalso
included in capital assets and depreciated.

Depreciation is provided over the assets’ estimated useful lives using the straight-line
method of depreciation. The range of estimated useful lives by type of asset is as
follows:

Furniture and Fixtures 10 years
Equipment and Machinery 5-10 years
Data Processing 35 years
Vehicles 7 years
Software 3 years

The Court does not depreciateitsart collection to reflect theinexhaustible nature of art
work.

In the fund financial statements, capital assets used in governmental fund operations

are accounted for as capital outlay expenditures of the governmental fund upon
acquisition.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

NOTESTO FINANCIAL STATEMENTS

June 30, 2014

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C. Assets, Liabilities and Equity (continued)

Long-Term Liabilities

Compensated Absences -- The Court’s policies regarding annua leave permits
employees to accumulate earned but unused annual leave. The liability for these
compensated absences is recorded as current and noncurrent liabilities in the
government-wide statements. In the fund financial statements, governmental funds
report only the compensated absences liability payable from expendable available
financial resources.

Equity

Government-Wide Statements
Equity is classified as net position and displayed in three components:

I. Invested in capital assets consists of capital assets net of accumulated
depreciation and reduced by any outstanding debt. The Court has no
outstanding debt relating to capital assets.

ii. Restricted resources consist of assets (reduced by liabilities and deferred
inflowsrelated to those assets) with constraints placed on their use either by (1)
external groups such as creditors, grantors, contributors or laws or regulations
of other governments; or (2) law through constitutional provisionsor enabling
legislation.

iii. Unrestricted resources are all other assets (reduced by liabilities and deferred
inflowsrelated to those assets) that do not meet the definition of “restricted” or
“invested in capital assets.” The deficit reflected in the statement is caused
primarily by accrued compensated absences at year end that have not been
funded.

When an expenseisincurred for purposesfor which both restricted and unrestricted net
resources are available, the Court first uses restricted resources then unrestricted
resources.

Fund Financial Statements

Governmental fund equity isclassified as fund balance. Fund balances are classified
into spendable and non-spendable classifications. The non-spendable classification
includes amountsthat cannot be spent becausethey are either (a) not in spendableform
or (b) legally or contractually required to be maintained intact. The spendable
classifications are as follows:
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

NOTESTO FINANCIAL STATEMENTS

June 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C.

Assets, Liabilities and Equity (continued)

Restricted Fund Balances

In the governmental fund financial statementsrestrictions of fund balance are reported
when constraints placed on the use of resources are either: (1) Externally imposed by
creditors (such as through debt covenants), grantors, contributors, or laws or
regulations of other governments; or (2) imposed by law through constitutional
provisions or enabling legislation. The amount of net resources restricted due to
enabling legidation at June 30, 2014 is summarized below:

Restricted for Adult Drug Court $ 50,601
Restricted for foreclosure settlement 309,290
Restricted for Mediation 203,692
Restricted for Arbitration 229,931
Total $ 793,514
Committed fund balances

Committed fund balances consist of amounts which can only be used for specific
purposes pursuant to constraints imposed by formal action of the government’s
highest level of decision-making authority (the Court through policy action). The
Court has no committed fund balances as of June 30, 2014.

Assigned fund balances

Assigned fund balances consist of fund balances which are constrained by the
government intent to be used for specific purposes, but are neither committed nor
restricted. Intent can be expressed by (a) the governing body itself, or (b) abody (a
budget or finance committee, for example) or official to which the governing body
has del egated the authority to assign amountsto be used for specific purposes. The
Court has no assigned fund balances as of June 30, 2014.

Unassigned fund balances

Unassigned fund balances consist of are all other fund balances which have not been
assigned to other funds and have not been restricted, committed, or assigned to
specific purposes within the general fund. Generaly, the policy of the Court isto
first apply committed resources when an expense is incurred for purposes which
have committed, assigned, or unassigned fund balancesavailablefor use. The Court
has no unassigned fund balances at year end.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

NOTESTO FINANCIAL STATEMENTS

June 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D.

Compensated Absences Payable

V acation and sick |eave earned and not taken is cumul ative; however, upon termination
of employment, sick pay for such leave hours accumulated up to 600 hoursisforfeited,
and vacation pay is limited to payment of 240 hours. Vacation leave up to the
maximum of 240 hours is payable upon separation from service at the employee’'s
current hourly rate. Sick leave is payable annually to qualified employees for hours
accumulated above 600 hours at arate equal to 50 percent of their hourly rate, not to
exceed 120 hours. Upon retirement, payment for sick leave is limited to 400 hours
accumulated in excess of 600 hours at the 50 percent hourly rate.

Accrued vacation and sick leave pay are recorded as aliability and as an increase or
decrease in expenses in the Government-Wide financial statements. Qualified
employees accumulate sick leave of 8 hours a month and annual leave as follows:

Years Hours Earned
of Service Per Month
1 month - 3yrs 10
Over 3-7yrs 12
Over 7 - 14 yrs 14
Over 14 yrs - beyond 16

The maximum accrued annual leave of 240 hours may be carried forward into the
beginning of the next calendar year and any excessis|ost.

In addition, the Court alows 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.

Court General Fund resources have been used to liquidate accrued compensated
absencesin the past.

Program Revenues

Program revenues include federal and state grants, charges for tapes and copies of
court proceedings and court fees collected per statute designated for court operations.
Grant revenues are recognized when all eligibility requirements have been met.

The Court does not employ indirect cost allocations method in the accompanying
financial statements.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

NOTESTO FINANCIAL STATEMENTS

June 30, 2014

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

F.

Budgets and Budgetary Accounting

The Second Judicia District Court follows these procedures in establishing the
budgetary datareflected in the financial statements:

@)

(2)

3)

(4)

()

(6)

(7)
(8)

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

Appropriation request hearings are scheduled by the IBO. Recommendationsare
made by the JBO to the Supreme Court for their approval. The Supreme Court
approved appropriation request is then submitted to the Legidature as the
Supreme Court’s recommended appropriation request for the Second District.

Budget hearings are scheduled before the New Mexico House Appropriations
and Senate Finance Committees. The final outcome of these hearings is
incorporated into the General Appropriations Act.

The Act issigned into law by the Governor of the State of New Mexico within
the legally prescribed time limit.

The Court submits, no later than May 1, to DFA an annual operating budget by
category and line item based upon the appropriations made by the L egislature.
The DFA - Budget Division reviews and approves the operating budget which
becomes effectivein July.

All subsequent budget adjustments must be approved by the JBO and the director
of the DFA - Budget Division. The current year budget was revised in alegal
manner.

Legal budget control for expenditures and encumbrancesis by category.

Forma budgetary integration is employed as a management control device
during the fiscal year for the Governmental Funds.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

NOTESTO FINANCIAL STATEMENTS

June 30, 2014

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

F. Budgets and Budgetary Accounting (continued)

(9) The budget for this State Agency is adopted on the modified accrual basis of
accounting except for the accounts payable accrued at the end of the fiscal year
that do not get paid by the statutory deadline (Section 6-10-4 NM SA 1978), that
must be paid out of the next year’ s budget.

(10) Appropriations lapse at the end of the fiscal year unless specifically re-
appropriated by the legislature. Unexpended amounts within the General Fund
revert to the State General Fund.

(11) The State of New Mexico and the Second Judicial District Court budget the
Child Support Hearing Officer grant asfederal money. The New Mexico Human
Services Department considers the pass through fund to be 2/3 federal money.

G. Useof Estimates

The preparation of financial statements in conformity with generaly 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.

H. Inter-fund Activity

Amounts due to and due from other funds were created because general fund money
was used to pay for special projects of other funds which was then reimbursed by
grantors. Inter-fund receivables or payables at year end are netted as part of the
reconciliation to the government-wide financial statements.

(2 GENERAL FUND INVESTMENT POOL NOT RECONCILED

In June 2012 an independent expert diagnostic report revealed that the General Fund
Investment Pool balances have not been reconciled at the business unit/fund level sincethe
inception of the Statewide Human resources, Accounting, and management Reporting
system (SHARE) in July of 2006. The Diagnostic reports are available in the Resources
section of the Cash Control page of the New Mexico Department of Finance &
Administration’s website at: http://www.nmdfa.state.nm.us/Cash_Control.aspx.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

NOTESTO FINANCIAL STATEMENTS

June 30, 2014

GENERAL FUND INVESTMENT POOL NOT RECONCILED (Continued)

The General Fund Investment Pool is the State of New Mexico’s main operating account.
State revenues such as income taxes, sales taxes, rents and royalties, and other recurring
revenues are credited to the General Fund Investment Pool. The fund also comprises
numerous State agency accounts whose assets, by statute (Section 8-6-3 NM SA 1978), must
be held at the State Treasury.

As of June 30, 2014, the General Fund Investment Pool has not been reconciled at the
business unit/fund level. It is the responsibility of the Department of Finance and
Administration (DFA) to reconcile the Genera Fund Investment Pool. Essentialy,
independent, third-party verification/confirmation of the balances at the business unit/fund
level isnot possible.

Under the direction of the State Controller/Financial Control Division Director, the Financial
Control Division of the New Mexico Department of Finance & Administration (DFA/FCD)
istaking aggressive action to resolve this serious problem. DFA/FCD has commenced the
Cash Management Remediation Project (Remediation Project) in partnership with the New
Mexico State Treasurer’ s Office, the New Mexico Department of Information Technology,
and a contracted third party PeopleSoft Treasury expert.

The purpose of the Remediation Project isto design and implement the changes necessary to
reconcile the General Fund Investment Pool in a manner that is complete, accurate, and
timely. The Remediation Project will make changes to the State' s current SHARE system
configuration, cash accounting policies and procedures, business practices, and banking
structure. The scheduled implementation date for the changes associated with the
Remediation Project is February 1, 2013. An approach and plan to addressthe population of
historical reconciling itemswill be devel oped during the Remediation Project, but aseparate
initiative will be undertaken to resolve the historical reconciling items.

The initial phase of the Remediation Project, completed on October 11, 2012, focused on
devel oping aproject plan and documenting current statewide business processes. Thework
product of the initial phase of the Remediation Project is a document entitled Cash
Management Plan and Business Processes. Thisdocument isavailable on the Cash Control
page of the New Mexico Department of Finance & Administration’s website at:
http://www.nmdfa.state.nm.us/Cash_Control .aspx.

32



(2)

©)

STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

NOTESTO FINANCIAL STATEMENTS

June 30, 2014

GENERAL FUND INVESTMENT POOL NOT RECONCILED (Continued)

Tothe extent possible the Court doesreconcileal fines, feesand transfersthat comeintoits
possession including those receipts that are statutorily mandated to be sent to the state
general fund. The cash transactions processed by the Court flow through the state general
fund investment pool. Since SHARE wasimplemented, the Court recognized the statewide
cash reconciliation issue and in response, developed internal reconciliation procedures to
ensure that cash receipts and disbursements recorded in the SHARE system are in fact
transactionsthat have beeninitiated by the Court. Thereconciliation occurs each month and
any required adjustments are forwarded to the Financial Control Division at DFA for
correction. Monthly reconciliation procedures throughout the Fiscal Y ear, include, but are
not limited to validation of: allotments, deposits, expenditures, all general entries, operating
transfers, payroll expenditures/payroll liabilitiesby fund, and review of outstanding warrants
within the court’ s statewide case management system. Thismonthly internal reconciliation
of cash receipts and disbursements flowing through the Court’ s share of the state general
fund investment pool provides management assurance that the balance reflected in State
General Fund Investment Pool account is accurate as of the end of the reporting period. In
addition, the Court reconciles other asset and liability accounts on the Balance Sheet of each
fund type. This process also provides additional assurance that transactions affecting the
Court’ s share in the State General Fund Investment Pool account are accurate.

INTEREST IN THE STATE 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, 2014 the Court had the following invested in the General Fund
Investment Pool:

SHARE SHARE
Account Balance
Interest in State General Fund Investment Pool:
Court Regular 14200 $ 788,455
Child Support Hearing Officer - overdraft 67900 (56,774)
Court Mediation 92000 205,205
Court Arbitration (Alternative Dispute) 92200 232,132
Total $ 1,169,018
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INTEREST IN THE STATE GENERAL FUND INVESTMENT POOL (Continued)

Interest Rate Risk - The New Mexico State Treasurer’ s Office hasan investment policy that
limitsinvestment maturitiesto five years or less on allowable investments. Thispolicy isa
means of managing exposureto fair valuelossesarising fromincreasing interest rates. This
policy is reviewed and approved annually by the New Mexico State Board of Finance.

Credit risk - The New Mexico State Treasurer investment 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, 2014.

COLLATERAL PLEDGED BY FINANCIAL INSTITUTIONS

Section 6-10-17, NM SA 1978 compilation requiresthat banks or savings and loans provide
additional collateral onfunds held that exceed the FDIC insurancelimit. These excessfunds
are required to be fifty percent collateralized. The collateralization of the Court’s bank
accounts is monitored by the State Treasurer’s Office. The State Treasurer’s Office issues
separatefinancial statementswhich disclosethe collateral pledged to secure State Treasurer
cash and investments, and can be accessed at the State Treasurer’ swebsite www.nmsto.gov.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents at year end are classified as follows:

Bank Book
Balance Balance

Governmental Funds:

Petty cash $ 1,500
Agency Funds:

Cash in Bank $ 1,053,043 $ 913,833

Less: FDIC coverage 250,000

Uninsured litigant funds 803,043

Pledged Collateral held by pledging bank’s trust
department or agent but not in the Court’ s name (401,522)

Uninsured and uncollateralized $ 401,521

Custodial Credit Risk — Cash in Bank

Custodial credit risk isthe risk that in the event of abank failure the Court’ s deposits may
not be returned. The Court does not have a policy for custodial credit risk. Asof June 30,
2014 $803,043 of the Court’ s bank account balances were exposed to custodial credit risk.
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INVESTMENTS
Investments at year end are classified as follows:
State Treasurer
Balance
Governmental Funds:
State Treasurer’s General Fund Investment Pool (GFIP) $ 1,169,018
Agency Funds:
State Treasurer’s Local Government Investment Pool (LGIP) $ 4,974,798
State Treasurer’ s Reserve Contingency Fund 4,560
Total external investment pools $ 4,979,358

With respect to the LGIP, public funds are not required to disclose custodial credit risk and
concentration of credit risk for external investment pool. However, the LGIP portfoliois
posted on the State Treasurer's website www.nmsto.gov and available for review by
participants at any time. The LGIP has no foreign currency risk as al investmentsin the
pool arein U.S. dollar denominated assets.

Interest Rate Risk & Credit Risk - LGIP

Interest rate risk istherisk that interest rate variations may adversely affect an investment's
fair value. The acceptable method for reporting interest rate risk is weighted average
maturity (WAM). The State Treasurer’ s Office uses this method for reporting purposes for
the LGIP. The WAM of the LGIP is identified on the monthly LGIP investment report
found on the State Treasurer's website www.nmsto.gov. The LGIPisrated by Standard &
Poor’s. The Court’sinvestment in the LGIP at June 30, 2014 consists of the following:

LGIP AAAmrated  $4,974,798  48.6day WAM(R); 116.2 day WAM (F)

Update on Reserve Contingency Fund

In 2009, the LGIP's remaining position in The Reserve Primary Fund was transferred to an
entity held by the State Treasurer's Office called the Reserve Contingency Fund. 1n 2008,
the LGIP's investment in the Reserve Primary Fund was frozen pending an orderly
liquidation of the Reserve Primary Fund by the SEC. During the liquidation process,
approximately $0.9904 has been returned for each dollar invested in the reserve fund as of
September 2008.

In August 2010, the remaining Reserve Primary Fund holdings were converted to a pass-
through entity for tax purposes. In connection with the conversion, a"deemed distribution”
of shareswere madeto holders of the Reserve Primary Fund. Thisdeemed distribution was
shown as a decrease in expected receipts from future distributions.
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INVESTMENTS (Continued)

The current trustee believes that there will be no further distributions from the Reserve
Primary Fund estate. Significant legal claimsin excess of the RPF assets have been filed
with the courts. All updated information regarding the Reserve Primary Fund can be found
at the following website: http://primary-yieldplus-inliquidation.com/fundupdate.html

DUE FROM /DUETO

Due from in the Statement of Net Position consists of grants and other receivable from
external parties at year end.

The due to State General Fund in the Statement of Net Position includes $1,811 of 2014
fiscal year reversion that will be remitted to the state general fund.

CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2014 was as follows:

Balance Balance
June 30, 2013 Additions Deletions June 30, 2014
Depreciable
Furniture & Fixtures $ 1,744,536 $ -0- $ -0- $ 1,744,536
Data Processing 373,734 170,506 -0- 544,240
Machinery & Equipment 989,004 59,031 -0- 1,048,035
Vehicles 51,850 20,512 -0- 72,362
Sub-total 3,159,124 250,049 -0- 3,409,173
Non-depr eciable
Artwork 30,000 -0- -0- 30,000
Tota 3,189,124 250,049 -0- 3,439,173
Accumulated Depreciation:
Furniture & Fixtures (1,565,938) (27,303) -0- (1,593,241)
Data Processing (350,820) (44,676) -0- (395,496)
Machinery & Equipment (508,493) (107,696) -0- (616,189)
Vehicles (51,850) 1 -0- (51,849
Total (2,477,101) (179,674) -0- (2,656,775)
Capital assets, net $ 712,023 $ 70,375 $ -0- $ 782,398

Current year depreciation expense is $179,675.
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COMPENSATED ABSENCES

The following is a summary of changes in compensated absences:

Due
Beginning Ending within
Balance Additions Deletions Balance One Year
Annual Leave $ 850,622 $ 1,066,245 $1,035,595 $881,272 $ 765,181
Sick Leave 18,151 12,115 11,253 19,013 14,770
Compensatory Leave 6,379 -0- 1,518 4,861 4,861
Tota $ 875,152 $ 1,078,360 $1,048,366 $ 905,146 $ 784,812

OPERATING LEASES

The Court leases office equipment under operating leases with third party vendors. The
contracts for lease include annual non-appropriation clauses which can terminate the
respectiveleases. Lease expense under these leases amounted to $75,002 for the year ending
June 30, 2014.

Annual future minimum lease payments are as follows:

June 30, 2015 $ 73,736
June 30, 2016 62,535
June 30, 2017 30,928
June 30, 2018 3,768
June 30, 2019 320

Total $171,287

DEFERRED COMPENSATION

The State of New Mexico offers state, local government and school district employees a
deferred compensation plan created in accordance with Internal Revenue Code Section 457.
The plan, available to all State employees and those local government and school district
employees whose employers have elected participation in the plan, permits participants to
defer aportion of their salary until futureyears. The deferred compensation isnot available
to employees until termination, retirement, death, or unforeseeable emergency. There are
employees that are making contributions to the Deferred Compensation Plan. Neither the
Court nor the State of New Mexico makes any contributionsto the Deferred Compensation
Plan. All contributions withheld from participants by the Court have been paid to the New
Mexico Public Employees Retirement Association, which administers the plan.
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JRA RETIREMENT PLAN

Plan Description

All of the Court’s Judges or Justices participate in a public employee retirement system
authorized under the Judicial Retirement Act [10-12B-1 NMSA 1978]. The Public
Employees Retirement Association (PERA) isthe administrator of the plan, whichisacost-
sharing multiple-employer defined benefit retirement plan. The plan providesfor retirement,
disability benefits and cost-of-living adjustmentsto plan membersand beneficiaries. PERA
issues a separate, publicly available financial report that includes financial statements and
required supplementary information. That report may be obtained by writing to PERA, P.O.
Box 2123, Santa Fe, NM 87504-2123. The report is also available on PERA’s website at
WWW.pera.state.nm.us.

Funding Policy

Plan membersarerequired to contribute 7.5% of their grosssalary. The Court isrequiredto
contribute 12.0% of the gross covered salary. The Court’ s contributionsto JRA for theyears
ending June 30, 2014, 2013 and 2012 were $347,385, $298,917 and $252,361, respectively,
equal to the amount of the required contributions for each year.

In addition to the above, the Court remits $38 of each filing fee collected by the Court into
the Judicial Retirement Act plan asrequired by Section 10-12b-11, NMSA 1978. Thesefees
are remitted directly to PERA and are not included within the accompanying financial
statements. The Court remitted $538,194, $624,948 and $650,750, infiling feesfor the year
ending June 30, 2014, 2013 and 2012, respectively (attributed to JRA portion only).

PERA RETIREMENT PLAN

Plan Description

Substantially all of the Court’s full-time employees participate in a public employee
retirement system authorized under the Public Employees Retirement Act (Chapter 10,
Article 11, NMSA 1978). The Public Employees Retirement Association (PERA) is the
administrator of the plan, which is a cost-sharing multiple-employer defined benefit
retirement plan. The plan provides for retirement, disability benefits and cost-of-living
adjustmentsto plan members and beneficiaries. PERA issuesaseparate, publicly available
financial report that includes financial statements and required supplementary information
for the plan. That report may be obtained by writing to PERA, P.O. Box 2123, Santa Fe,
NM 87504-2123. Thereport isalso available on PERA’ swebsite at www. pera.state.nm.us.
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PERA RETIREMENT PLAN (Continued)

Funding Policy

Plan members are required to contribute 8.92% of their gross salary. The Court isrequired
to contribute 16.59% of the gross covered salary. The contribution requirements of plan
members and the Court are established under Chapter 10, Article 11 NMSA 1978. The
requirements may be amended by actsof thelegislature. The Court’ s contributionsto PERA
for the years ending June 30, 2014, 2013 and 2012 were $2,241,342, $1,902,795 and
$1,686,708, respectively, equal to the amount of the required contributions for each fiscal
year

POST-EMPLOYMENT BENEFITS—-STATE RETIREE HEALTH CARE PLAN

Plan Description

Second Judicial District Court contributes to the New Mexico Retiree Health Care Fund, a
cost-sharing multiple-employer defined benefit postemployment hedthcare plan
administered by the New Mexico Retiree Health Care Authority (RHCA). The RHCA
provides health care insurance and prescription drug benefits to retired employees of
participating New Mexico government agencies, their spouses, dependents, and surviving
spouses and dependents. The RHCA Board was established by the Retiree Health Care Act
(Chapter 10, Article 7C, NMSA 1978). The Board is responsible for establishing and
amending benefit provisions of the healthcare plan and is aso authorized to designate
optional and/or voluntary benefitslike dental, vision, supplemental lifeinsurance, and long-
term care policies.

Eligible retirees are: (1) retirees who make contributions to the fund for at least five years
prior to retirement and whose €ligible employer during that period of time made
contributions as a participant in the Retiree Health Care Act on the person’ s behalf, unless
that person retires before the employer’ sNMRHCA effective date, in which event the time
period required for employee and employer contributions shall become the period of time
between the employer’ s effective date and the date of retirement; (2) retirees defined by the
Act who retired prior to July 1, 1990; (3) former legislators who served at least two years,
and (4) former governing authority members who served at |least four years.

The RHCA issues a publicly available stand-alone financial report that includes financial
statements and required supplementary information for the postemployment healthcare plan.
That report and further information can be obtained by writing to the Retiree Health Care
Authority at 4308 Carlisle NE, Suite 104, Albuquerque, NM 87107.
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POST-EMPLOYMENT BENEFITS-STATE RETIREE HEALTH CARE PLAN
(Continued)

Funding Policy

The Retiree Health Care Act (Section 10-7C-13 NM SA 1978) authorizesthe RHCA Board
to establish the monthly premium contributions that retirees are required to pay for
healthcare benefits. Each participating retiree pays a monthly premium according to a
service based subsidy rate schedule for the medical plus basic life plan plus an additional
participation fee of five dollars if the eligible participant retired prior to the employer’s
RHCA effective date or is a former legislator or former governing authority member.
Former legislators and governing authority members are required to pay 100% of the
insurance premium to cover their claims and the administrative expenses of the plan. The
monthly premium rate schedul e can be obtained from the RHCA or viewed on their website
at www.nmrhca.state.nm.us.

The employer, employee and retiree contributions are required to be remitted to the RHCA
onamonthly basis. The statutory requirementsfor the employer and employee contributions
can be changed by the New Mexico State Legislature. Employers that choose to become
participating employers after January 1, 1998, are required to make contributions to the
RHCA fund in the amount determined to be appropriate by the board.

The Retiree Health Care Act (Section 10-7C-15 NM SA 1978) isthe statutory authority that
establishes the required contributions of participating employers and their employees. For
employees that were members of an enhanced retirement plan (state police and adult
correctional officer member coverage plan 1; municipal police member coverage plans 3, 4
or 5; municipal fire member coverage plan 3, 4 or 5; municipal detention officer member
coverage plan 1; and members pursuant to the Judicial Retirement Act) during thefiscal year
ended June 30, 2013, the statute required each participating employer to contribute 2.5% of
each participating employee’ sannual salary; and each participating employee was required
to contribute 1.25% of their salary. For employees that were not members of an enhanced
retirement plan during the fiscal year ended June 30, 2014, the statute required each
participating employer to contribute 2.0% of each participating employee' s annual salary;
each participating employee was required to contribute 1.0% of their salary. In addition,
pursuant to Section 10-7C-15(G) NMSA 1978, at the first session of the Legidature
following July 1, 2013, the legislature shall review and adjust the distributions pursuant to
Section 7-1-6.1 NM SA 1978 and the employer and employee contributions to the authority
in order to ensure the actuarial soundness of the benefits provided under the Retiree Health
Care Act.

The Second Judicial District Court's contributionsto the RHCA for the years ended June 30,
2014, 2013 and 2012 were $343,499, $323,646 and $269,341, respectively, which equal the
required contributions for each year.
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RISK OF LOSS

The Court is exposed to various risks of loss for which it carries insurance (auto,
unemployment compensation, crime, genera liability, civil rights and property) with the
State of New Mexico Risk Management Division of the General Services Department.
There are no material matters outstanding at June 30". The Court expended $240,440 for

this coverage.
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COURT HEARING
REGULAR OFFICER
(14200) (67900) TOTAL
ASSETS

Petty Cash $ 1,500 $ - $ 1,500
Investment in SGFIP 788,455 - 788,455
Due from external parties 26,898 - 26,898
Due from other state agencies - 84,270 84,270
Due from local governments 179,127 - 179,127
Supplies inventory 103,178 - 103,178

Total assets $ 1,099,158 $ 84270 $ 1,183,428

LIABILITIES AND FUND BALANCES
Liabilities:

Investment in SGFIP - overdraft $ - $ 56774 $ 56,774
Accounts payable 93,797 2,167 95,964
Accrued payroll 497,792 23,518 521,310
Due to State General Fund - 1,811 1,811
Other liabilities 43,000 - 43,000

Total liabilities 634,589 84,270 718,859

Fund Balances:

Nonspendable:

Petty cash 1,500 - 1,500

Inventory 103,178 - 103,178
Restricted 359,891 - 359,891

Total fund balances 464,569 - 464,569

Total liabilities and fund balances $ 1,099,158 $ 84,270 $ 1,183,428

See Independent Auditor's Report.
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COURT HEARING
REGULAR OFFICER
(14200) (67900) TOTAL
REVENUES
Charges for services $ 211,061 $ - $ 211,061
Federal grants - operating - 1,011,241 1,011,241
Other grants 2,159,690 - 2,159,690
Total revenues 2,370,751 1,011,241 3,381,992
EXPENDITURES
Judicial
Current:
Administrative services 23,896,562 1,009,430 24,905,992
Capital outlay 52,445 - 52,445
Total expenditures 23,949,007 1,009,430 24,958,437
Excess (deficiency) of revenues
over expenditures (21,578,256) 1,811 (21,576,445)
OTHER FINANCING SOURCES (USES)
Transfers out:
Reversions to the State General Fund:
FY2014 - (1,811) (1,811)
Transfers in:
General fund appropriation 21,594,000 - 21,594,000
Other state funds 314,700 - 314,700
Total other financing sources (uses) 21,908,700 (1,811) 21,906,889
Net change in fund balances 330,444 - 330,444
Fund balances at beginning of year 92,115 - 92,115
Increase in reserve for supplies inventory 42,010 - 42,010
Fund balances at end of year $ 464,569 $ - $ 464,569

See Independent Auditor's Report
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BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)
GENERAL FUND

REVENUES
Other gifts & grants
Misc. revenue
Appropriations
Other financing sources
Total revenues

EXPENDITURES
Administrative Services:
Personal services & benefits
Contractual services
Other costs
Total expenditures

REVENUES
Federal grants
Total revenues

EXPENDITURES
Administrative Services:
Personal services & benefits
Other costs
Total expenditures

For the Year Ended June 30, 2014

Actual Variance with
Amounts Final Budget
Budget Budget (Budgetary Positive
Original Final Basis) (Negative)
COURT REGULAR (14200)
$ 2,344,200 $ 2,331,390 $ 2,159,690 $ (171,700)
230,000 230,000 211,061 (18,939)
21,594,000 21,594,000 21,594,000 -
314,700 314,700 314,700 -
24,482,900 24,470,090 24,279,451 (190,639)
22,096,700 22,632,315 22,262,656 369,659
362,100 524,700 460,414 64,286
2,024,100 1,313,075 1,225,937 87,138
$ 24,482,900 $ 24,470,090 $ 23,949,007 $ 521,083
HEARING OFFICER (67900)
$ 971,200 $ 1,011,241 $ 1,011,241 $ -
$ 971,200 $ 1,011,241 $ 1,011,241 $ -
930,100 955,141 953,596 1,545
41,100 56,100 55,834 266
3 971,200 $ 1,011,241 $ 1,009,430 $ 1,811

See Independent Auditor's Report.
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BUDGET AND ACTUAL (NON-GAAP BUDGETARY BASIS)
GENERAL FUND

REVENUES
Other gifts & grants
Misc. revenue
Appropriations
Federal grants
Other financing sources
Total revenues

EXPENDITURES
Administrative Services:
Personal services & benefits
Contractual services
Other costs
Total expenditures

For the Year Ended June 30, 2014

Actual Variance with
Amounts Final Budget
Budget Budget (Budgetary Positive
Original Final Basis) (Negative)
TOTAL GENERAL FUND

2,344,200 2,331,390 2,159,690 (171,700)

$ 230,000 $ 230,000 $ 211,061 $ (18,939)
21,594,000 21,594,000 21,594,000 -
971,200 1,011,241 1,011,241 -
314,700 314,700 314,700 -

25,454,100 25,481,331 25,290,692 (190,639)

23,026,800 23,587,456 23,216,252 371,204

362,100 524,700 460,414 64,286

2,065,200 1,369,175 1,281,771 87,404

$ 25,454,100 $ 25,481,331 $ 24,958,437 $ 522,894

See Independent Auditor's Report.
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(NON-GAAP BUDGETARY BASIS)
MAJOR FUND

For the Year Ended June 30, 2014

STB CAPITAL OUTLAY (89200)

Actual Variance with
Amounts Final Budget
Budget Budget (Budgetary Positive
Original Final Basis) (Negative)

REVENUES

Severance tax bond appropriation  $326,100 $326,100 $ 211,978 $ 114,122

EXPENDITURES

Administrative Services:

Contractual services 5,450 5,450 5,450 -
Other costs 320,650 320,650 206,528 114,122
Total expenditures $326,100 $326,100 211,978 $ 114122

Changes in fund balances per statement of revenues,
expenditures and changes in fund balance (GAAP Basis) $ -

Note> In fiscal year 2014, the Court received capital projects appropriation of $326,100 for security
and IT equipment for use through fiscal year 2017. At year end, the Court expended $211,978 and
carried over an unexpended balance of $114,122. There were no outstanding encumbrances at year end.

See Independent Auditor's Report.

46



STATE OF NEW MEXICO

SECOND JUDICIAL DISTRICT COURT

SCHEDULE OF CHANGES IN FIDUCIARY ASSETS AND LIABILITIES

ASSETS
Cash and cash equivalents
Interest in local
government investment
pool

Total

LIABILITIES
Due to litigants

For the Year Ended June 30, 2014

Agency Fund

Beginning Ending
Balance Increase Decrease Balance
$ 928,816 $ 15,569,865 $ 15,584,848 $ 913,833

3,448,318 7,266,585 5,735,545 4,979,358
$ 4,377,134 $ 22,836,450 $ 21,320,393 $5,893,191
$ 4,377,134 $ 22,836,450 $ 21,320,393 $5,893,191

See Independent Auditor's Report.
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SCHEDULE OF OPERATING TRANSFERS

For the Year Ended June 30, 2014

SHARE TRANSFER

FUND TITLE In Out
General Fund - Court Regular (14200)
1) 85300 Department of Finance & Administration $ 21,594,000 $ -
2 85300 Department of Finance & Administration 171,700 -
3 13900 Administrative Office of the Courts 143,000 -
Capital Outlay (89200)
4 89200 Department of Finance & Administration 152,000 -
5) 89200 Department of Finance & Administration 59,978 -
Child Support Hearing Officer (67900)
(6) 85300 Department of Finance & Administration - 1,811

$ 22,120,678 $ 1811

(1) General Fund Appropriation - Laws of 2013, First Session, Chapter 227, Section

(2)  Other Financing Sources - Compensation Package - Laws of 2013, First Session,
Chapter 227, Section 8.

(3)  Other Financing Sources - LETF for Juvenile Drug Court - Laws of 2013, First
Session, Chapter 227, Section 4.

(4) Other Financing Sources - Capital Outlay for Server - Laws of 2013, First
Session, Chapter 226, Section 15, Item 3.

(5) Other Financing Sources - Capital Outlay for Security - Laws of 2013, First
Session, Chapter 226, Section 15, Item 2.

(6) Reversion to State General Fund.

See Independent Auditor's Report.
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SCHEDULE OF DEPOSITS AND INVESTMENTS

AGENCY FUND
Cash in Bank
Wells Fargo
Wells Fargo

State Treasurer
Local Gov't Investment Pool
Reserve Contingency Fund

Total Agency Fund

June 30, 2014

Reconciled
Balance

Type of Bank
Account Balance
Checking $ 140,010
Checking 913,033
Investment 4,974,359
Investment 4,560
$ 6,031,962

$ -
913,833

4,974,798
4,560

See Independent Auditor's Report
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SCHEDULE OF MEMORANDUMS OF UNDERSTANDING

For the Year Ended June 30, 2014

Total
Operation Estimated Agency Audit
Participants Responsibility Description Term Amount Contribution Responsibility

Second District Court &:

-Office of the New Residential Mortgage -
Mexico Attorney [fles(;?lr(l? Court Foreclosure Settlement 10/4/2013 - $350,000 $ - (?sl(j?tnd District
General Facilitation Pilot Project 12/31/2015

-Administrative Second 7/01/2013 - Second District

Office of the Courts  District Court ~ UPPOTtAMUg COUtOTNM. 14 $143000 " court

(1) Reporting is the responsibility of all parties involved.

(2) The revenues and expenditures are reported in the books of the responsible party.

See Independent Auditor's Report
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended June 30, 2014

Federal Agency or
Federal Grantor/Pass-through CFDA Pass Through Federal
Grantor/Program Title Number Number Expenditures
U.S. Department of Health and Human Services
Pass through from:

NM Human Services Department
* Child Support Enforcement 93-563 GSA 13-630-7101-0002 $ 675,261

Total $ 675,261

* Denotes Major Program

Note 1> Basis of Presentation
The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal grant
activity of the Second Judicial District Court under programs of the federal government for the year ended June
30, 2014. The information in this schedule is presented in accordance with the requirements of the Office of
Management and Budget (OMB) Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Because the schedule presents only a selected portion of the operations of the Court, it is not
intended to and does not present the financial position, changes in net position or cash flows of the Second
Judicial District Court.

Note 2> Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on an accrual basis of accounting. Such expenditures are
recognized following the cost principles contained in 2 CFR Part 225, Cost Principles for State, Local and
Indian Tribal Governments (OMB Circular A-87), wherein certain types of expenditures are not allowable or
are limited as to reimbursement. Pass-through entity identifying numbers are presented where available.

Note 3> Outstanding Loans and Subrecipients
The Court does not receive any non-cash assistance, outstanding loan nor provides federal awards to
subrecipients.

Note 4> Other
About 2/3 of the pass through grant from NM Human Services Department is considered to be federal funds.

See Independent Auditor's Report.
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ZLOTNICK Serving clients since 1972
LAWS David G. Zlotnick
SAND OVAL PC Asa Laws

Richard D. Sandoval

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER INANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERSBASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Hector H. Balderas
New Mexico State Auditor

and
Honorable Nan G. Nash, Chief Judge
Second Judicia District Court
Albuquerque, New Mexico

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, and the aggregate remaining fund information, the
budgetary comparisonsfor the combined general fund unitsand major special revenue funds, of the
State of New Mexico, Second Judicial District Court (Court), as of and for the year ended June 30,
2014, and the related notesto thefinancia statements, which collectively comprisethe Court’ sbasic
financia statements, and the combining and individual funds and related budgetary comparisons of
the Court, presented as supplemental information, and have issued our report thereon dated
November 14, 2014.

Internal Control over Financial Reporting

In planning and performing our audit of thefinancial 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, inthe normal course of performing their assigned functions, to prevent,
or detect and correct misstatements on atimely 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 entity’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, ininternal control that isless severe than amaterial weakness, yet important enough to
merit attention by those charged with governance.
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Our consideration of internal control wasfor 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 weaknessesor significant deficiencies. Giventheselimitations, during our audit we did not
identify any deficienciesin internal control that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

Compliance and Other Matters

Aspart of obtaining reasonabl e assurance about whether the Court’ sfinancial statementsarefree 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 onthe 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. Theresults of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

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 result of that testing, and not to provide an opinion on the effectiveness of the
entity’ sinternal control or on compliance. Thisreport isan integral part of an audit performed in

accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, thiscommunication is not suitable for any other purpose.

Z’/ak\lé/i:‘ i kw2 $.§h.ofwjl P.L

Zlotnick, Laws & Sandoval, P.C.

November 14, 2014
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ZLOTNICK Serving clients since 1972
LAWS David G. Zlotnick
SAND OVAL PC Asa Laws

Richard D. Sandoval

INDEPENDENT AUDITOR'SREPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM AND REPORT ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

Hector H. Balderas
New Mexico State Auditor

and
Honorable Nan G. Nash, Chief Judge
Second Judicia District Court
Albuquerque, New Mexico

Report on Compliance for Each Major Federal Program

We have audited the State of New Mexico, Second Judicial District Court’ s (Court) compliancewith
thetypes of compliance requirements described inthe OMB Circular A-133 Compliance Supplement
that could have a direct and material effect on each of the Court’s major federal programs for the
year ended June 30, 2014. The Court’s major federal programs are identified in the summary of
auditor’ s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility
Management isresponsible for compliance with the requirements of laws, regul ations, contracts, and
grants applicable to its federal programs.

Auditor’s Responsihility

Our responsibility is to express an opinion on compliance for each of the Court’s maor federal
programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States, and OMB Circular A-
133, Audits of Sates, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of compliance requirements referred to above that
could have a direct and material effect on a mgjor federal program occurred. An audit includes
examining, on a test basis, evidence about the Court’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believethat our audit provides areasonable basisfor our opinion on compliance for each major

federal program. However, our audit does not provide a legal determination of the Court’s
compliance.
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Opinion on Each Major Federal Program

In our opinion, the Court complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended June 30, 2014.

Report on Internal Control Over Compliance

Management of the Court is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the Court’s internal control over compliance
with the types of requirements that could have a direct and material effect on each major federal
program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and
report oninternal control over compliancein accordance with OMB Circular A-133, but not for the
purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the Court’ sinternal control over
compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of afederal program on atimely basis. A material weaknessin internal control over
complianceisadeficiency, or combination of deficiencies, ininternal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of afederal programwill not be prevented, or detected and corrected, on atimely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, ininternal control over compliance with atype of compliance requirement of afederal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be material weaknesses or significant deficiencies. Wedid not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

The purpose of thisreport on internal control over complianceis solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements
of OMB Circular A-133. Accordingly, thisreport is not suitable for any other purpose.

Z'/olmé/i’— ) a,ixz/ ?5nafowﬂl P.L

Zlotnick, Laws & Sandoval, P.C.

November 14, 2014
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2014

Section | - Summary of Auditor’s Results

Financial Statements

Type of auditors’' report issued:

Internal control over financial reporting:

A. Material weaknesses identified

B. Significant deficienciesidentified that
are not considered to be materia
weaknesses?

Noncompliance material to the financial
statements noted?

Federal Awards

Internal control over major programs:
A. Material weaknesses identified?
B. Significant deficiencies identified that
are not considered to be material
weaknesses?

Unmodified Opinion

____ Yes _ X No

__ Yes _ X No

__ Yes _ X _No

____ Yes X No
Yes X _No

Type of auditors’ report issued on compliance for major programs:. Unmodified Opinion

Any audit findings disclosed that are
required to be reported in accordance
with 510(a) of Circular A-133?

| dentification of major programs:

CEDA Numbers
93-563

Dollar threshold used to distinguish
between type A and type B programs:

Auditee qualified as low-risk auditee?

Yes X No

Name of Federal Program or Cluster
Child Support Enforcement

$300,000

X Yes No
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2014

Section |1 - Financial Statement Findings

No matters were reported.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2014

Section 111 - Federal Awards Findings

No matters were reported.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

PRIOR YEAR FINDINGS

Year Ended June 30, 2014

Reference
Number Condition Disposition
None noted.
The financial statements were prepared by the Although the Court has
auditors, Zlotnick, Laws & Sandoval, P.C. expertise to prepare the
financia statements, they
contracted with and paid the

auditor to prepare the report and
assigned an individual to
oversee the services.
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STATE OF NEW MEXICO
SECOND JUDICIAL DISTRICT COURT

EXIT CONFERENCE

June 30, 2014

The contents of this report were discussed at an exit conference held on December 4, 2014 with the
following in attendance:

2" Judicial District Court

Honorable Nan Nash, Chief Judge
Gregory Ireland, Court Executive Officer
Farah French, Fiscal Services Director

Dimple Tafoya, Financial Manager

Zlotnick, Laws & Sandoval, P.C.

Ban Trinh, CPA

AsalLaws, CPA

We appreciate the opportunity to be of service to the Second Judicial District Court and also
appreciate the assistance provided to us by the management and staff.

60



	Cover Pg
	Table of Contents

	Official Roster

	Independent Auditor's Report

	MD&A
	Gov't-Wide FS 
	Funds FS

	Notes to FS
	Supplementary Information
	Other Independent Reports

	Schedule of Findings & Queestioned Costs

	Prior Year Findings

	Exit Conference




