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INDEPENDENT AUDITORS' REPORT

Mr. Hector H. Balderas, State Auditor and
Honorable Robert E. Robles, Chief Judge
State of New Mexico

Third Judicial District Court

Las Cruces, New Mexico

We have audited the accompanying financial statésr@fithe governmental activities, each major fuamtt the
aggregate remaining fund information of the Statéaew Mexico Third Judicial District Court, as afcfor the year
ended June 30, 2008, which collectively comprigeTthird Judicial District Court’s basic financiaghtements as
listed in the table of contents. We have also addihe financial statements of each of the Coumtilsmajor
governmental and fiduciary funds presented as sapgtary information in the accompanying individfvadd
financial statements as of and for the year endad 30, 2008, as listed in the table of contemtsese financial
statements are the responsibility of the State efvWexico Third Judicial District Court’s managerhe@ur
responsibility is to express opinions on theserfiai@ statements based on our audit.

We conducted our audit in accordance with audstagdards generally accepted in the United Sta#merica,
and the standards applicable to financial auditgained inGovernment Auditing Standards, issued by the
Comptroller General of the United States. Thosedsteds require that we plan and perform the aoditbtain
reasonable assurance about whether the finanatehstnts are free of material misstatement. Ant&ocludes
examining, on a test basis, evidence supportingriunts and disclosures in the financial statesn@mtaudit also
includes assessing the accounting principles usedsanificant estimates made by management, asasel
evaluating the overall basic financial statemeasentation. We believe that our audit providesisaeable basis for
our opinions.

As discussed in Note 1, the financial statementthefState of New Mexico Third Judicial District @g are
intended to present the financial position, thenglea in financial position, and the respective letaly comparisons
of only that portion of the governmental activitieach major fund, and the aggregate remainingififodmation of
the State of New Mexico that is attributable to ttamsactions of the Third Judicial District Courhey do not
purport to, and do not, present fairly the finahpiasition of the State of New Mexico as of JuneZmWD8, and the
changes in its financial position for the year teaded in conformity with accounting principles geally accepted
in the United States of America.



Mr. Hector H. Balderas, State Auditor and
Honorable Robert E. Robles, Chief Judge
State of New Mexico

Third Judicial District Court

Las Cruces, New Mexico

Page Two

In our opinion, the financial statements referrecabove present fairly, in all material respedig, tespective
financial position of the governmental activitieach major fund, and the aggregate remaining fofodmation of
the Third Judicial District Court, as of June 3008, and the respective changes in financial positiereof, and the
respective budgetary comparisons for the Generad FAlternative Dispute Fund and the Human Senfiieision
Fund for the year then ended in conformity withcastting principles generally accepted in the Uniteates of
America. In addition, in our opinion, the finan@gatements referred to above present fairlyll material respects,
the respective financial position of each nonmgmrernmental fund of the State of New Mexico Thitdlicial
District Court as of June 30, 2008, and the re$peachanges in financial position thereof, and rthgpective
budgetary comparison of the nonmajor fund for tearythen ended in conformity with accounting piphes
generally accepted in the United States of America.

In accordance witBovernment Auditing Sandards, we have also issued our report dated DecemB&08, on our
consideration of the Third Judicial District Cosrihternal control over financial reporting and ¢ests of its
compliance with certain provisions of laws, regialas, contracts and grant agreements and otheemnafthe
purpose of that report is to describe the scopeunftesting of internal control over financial refrmg and
compliance and the results of that testing andtmgirovide an opinion on the internal control ofieancial

reporting or on compliance. That report is an irdégart of an audit performed in accordance @tvernment

Auditing Standards, and should be considered in assessing the refudts audit.

The Management’s Discussion and Analysis on pagésotigh 12 is not a required part of the basiarfirial

statements but is supplemental information requiseaiccounting principles generally accepted irLthited States
of America. We have applied certain limited proaedy which consisted principally of inquiries of mgement
regarding the methods of measurement and presentdithe required supplementary information. Hogvewe did

not audit the information and express no opiniorit.on

Our audit was performed for the purpose of formangopinion on the basic financial statements thbectively
comprise the Third Judicial District Court’s basi@ancial statements and individual fund finansiatements. The
additional schedules listed as “other supplememiémymation” in the table of contents are preséiite purposes of
additional analysis and are not a required pati@basic financial statements. Such informatambeen subjected
to the auditing procedures applied in the audibefbasic financial statements and, in our opingfajrly presented
in all material respects, in relation to the bdisiancial statements taken as a whole.

Kriegel/Gray/Shaw & Co., P.C.

December 5, 2008



STATE OF NEW MEXICO

THIRD JUDICIAL DISTRICT COURT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2008

The following is a discussion and analysis of the State of New Mexico Third Judicial District Court’s (the District
Court’s) financial performance, providing an overview of the activities for the fiscal year ended June 30, 2008. Please
read it in conjunction with the transmittal letter at the front of this report and with the District Court’s financial
statements, which follow this section.

FINANCIAL HIGHLIGHTS - PRIMARY GOVERNMENT
Government-Wide Highlights

. The assets of the District Court exceeded its liabilities at the close of the fiscal year by $695,200 (reported as
net assets). Of this amount, $227,073 (unrestricted net assets) may be used to meet the District Court’s
ongoing obligations to citizens and creditors and $468,127 is invested in capital assets, net of related debt.

. The District Court’s total net assets increased in fiscal year 2008 by $107,280, all of which are governmental
activities. The District Court does not engage in business-type activities.

Fund Highlights

. At the close of fiscal year 2008, the District Courtlls governmental funds reported combined ending fund
balances of $419,718, an increase of $8,612 from the beginning of the year. The full amount is available to
meet the District Court’s current and future needs of specific programs.

Long-term Debt

. As in prior years, the Third Judicial District Court has not participated in the financing of capital assets through
the sale of bonds or issuance of long-term notes. The only long-term debt incurred by the District Court is
Accrued Compensated Absences. Compensated Absences increased by $25,292 (12%) during the fiscal
year.

OVERVIEW OF THE FINANCIAL STATEMENTS

The District Court’s annual report consists of four parts — management’s discussion and analysis, the basic financial
statements, required supplementary information, and a section that presents combining statements for nonmajor
governmental funds. The basic financial statements include two kinds of statements that present different views of the
District Court:

e The first two statements are government-wide financial statements that provide both long-term and short-term
information about the District Court’s overall financial status.

» The remaining statements are fund financial statements that focus on individual parts of the District Court,
reporting the District Court’s operations in more detail than the government-wide statements.

o] The governmental funds statements tell how general government services (the primary function of the
District Court) were financed in the short-term as well as what remains for future spending or
reversions.

o] Fiduciary fund statements provide information about the financial relationships in which the District
Court acts solely as a trustee or agent for the benefit of others to whom the resources in question
belong.
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THIRD JUDICIAL DISTRICT COURT
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2008

» The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial
statements. Figure 1 shows how the required parts of this annual report are arranged and related to
one another. In addition to these required elements, we have included a section with combining
statements that provide details about our nonmajor governmental funds, each of which are added
together and presented in a single column in the basic financial statements.

Management's Discussion and Analysis

Basic Financial Staterments ﬂ

Required Supplementary Information ﬂ

Sovernmentwide Financial Staternents | Fund Financial Staternents

=

P

L Motes to the Financial Statements

[

Motes to the Financial Staternents

Figure 1. Required Components of the District Court’s

Annual Financial Report

Government-wide Statements

The government-wide statements report information about the District Court as a whole using accounting methods
similar to those used by private-sector companies. The statement of net assets includes all of the District Court’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 is received or paid.

The two government-wide statements report the District Court’s net assets and how they have changed. Net assets
(the difference between the District Courtlls assets and liabilities) are one way to measure the District Court’s financial

health or position.

. Over time, increases or decreases in the District Court’s net assets are indicators of whether its financial

health is improving or deteriorating, respectively.

. To assess the overall health of the District Court, you need to consider additional non-financial factors such as

changes in the District Court’s grant funding or the addition of a new program.
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THIRD JUDICIAL DISTRICT COURT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2008

Fund Financial Statements

The fund financial statements provide more detailed information about the District Court’s most significant funds, not
the District Court as a whole. Funds are accounting devices that the District Court uses to keep track of specific
sources of funding and spending for particular purposes. State law requires the establishment of certain funds. The
State of New Mexico legislature establishes other funds to control and manage money for particular purposes or to
show that it is properly using certain grants.

The District Court has two types of funds ¥ Governmental and Fiduciary. The District Court does not have business-
type activities and, therefore, does not maintain proprietary funds.

. Governmental Funds

Most of the District 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 left at year-end that are available for spending. Consequently, the governmental fund
statements provide a detailed short-term view that helps you determine whether there are more or
fewer financial resources that can be spent in the near future to finance the District Court’s programs.
Because this information does not encompass the additional long-term focus of the government-wide
statements, we provide additional information with the governmental funds statements that explain the
relationship (or differences) between them.

. Fiduciary Funds

The District Court is the trustee, or fiduciary, for bond, restitution and other deposits made with the
District Court in compliance with District Court orders.

The District Court is responsible for those assets that, because of a trust arrangement, can be used
only for the trust beneficiaries. The District Court is responsible for ensuring that the assets reported
in these funds are used for their intended purposes. All of the District Court’s fiduciary activities are
reported in a separate statement of fiduciary assets and liabilities and a statement of changes in
fiduciary assets and liabilities. We exclude these activities from the District Court’s government-wide
financial statements since the District Court cannot use these assets to finance its operations.

FINANCIAL ANALYSIS OF THE GOVERNMENT AS A WHOLE
Net Assets

Net assets measure the difference between what the District Court owns (assets) and what the District Court owes
(liabilities). Net assets may serve over time as a useful indicator of the District Court’s financial position. The amount
of total net assets is one measure of the health of the District Court’s finances. This measure must be used with care
because large portions of the balances related to capital assets that are unavailable to meet the day-to-day payments
of the District Court.

The District Court’s overall financial position and operations for the past year are summarized as follows based on the
information included in the government-wide financial statements.
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THIRD JUDICIAL DISTRICT COURT
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2008

State of New Mexico - Third Judicial District Court
Assets, Liabilities and Net Assets as of June 30,

Governmental Activities

2008 2007 Percent Change
Current Assets $1,019,220 $1,486,861 (31%)
Capital Assets 468,127 371,885 26%
Total Assets 1,487,347 1,858,746 (20%)
Current Liabilities 599,502 1,072,300 (44%)
Long-term Liabilities 192,645 195,071 (1%)
Total Liabilities 792,147 1,267,371 (37%)
Net Assets:
Invested in Capital Assets 468,127 371,885 26%
Unrestricted Net Assets 227,073 219,490 3%
Total Net Assets $695,200 $591,375 18%

The largest portion of the District Court’s net assets, $468,127 or 67%, represents capital assets. The District Court
uses these capital assets to provide services to citizens; consequently, these assets are not available for future
spending.

The remaining balance of the District Court's net assets, $227,073 or 33%, represents unrestricted net assets that may
be used to meet the District Court's ongoing obligations to citizens and creditors. These assets may be used at the
State's discretion but often have limitations on use based on state statutes.

The following condensed financial information was derived from the government-wide Statement of Activities and
reflects how the State’s net assets changed during the fiscal year. As previously noted, the District Court does not
engage in business-type activities and, therefore, only reports governmental and fiduciary activities.
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THIRD JUDICIAL DISTRICT COURT
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2008

State of New Mexico - Third Judicial District Court
Changes in Net Assets
For the Fiscal Years ended June 30,

Governmental Activities

2008 2007 Percent Change!

Revenues
Program Revenues

Charges for Services $136,100 $132,888 2%

Operating Grants and Contributions 386,330 362,969 6%

Capital Grants and Contributions 213,544 31,456 579%
General Revenues

State Appropriations 6,241,686 5,722,966 9%

Transfer in — AOC 456,645 594,195 (23%)
Total Revenues 7,434,305 6,844,474 9%
Expenses

General Government 7,327,025 6,742,812 9%
Total Expenses 7,327,025 6,742,812 9%
Increase (Decrease) in Net Assets 107,280 101,662 5%
Net Assets, July 1, as Restated 587,920 489,713 20%
Net Assets, June 30 $695,200 $591,375 18%

'The Percent Change column shows the percentage change in operations from fiscal year 2007 to 2008 for each line item. The reader should be
cautious when using this column to evaluate the overall change in net assets. Although a line may show a large percentage change, it may not have
as significant effect as a change in a more material line item with a smaller percentage change.

General Revenues for the District Court consist primarily of State general fund appropriations. State general fund
appropriations reported in fiscal year 2007 were $5,722,966 and $6,241,686 in 2008, an increase of $518,720. This
increase was primarily due to an increase for personnel related costs.

Total expenses for the District Court are all categorized as Primary government/Governmental activities. The District
Court does not participate in any business-type activities.

General government expenses increased by $584,213 from $6,742,812 in fiscal year 2007 to $7,327,025 in fiscal year
2008. This represents an increase of 9% and is primarily due to the increase in personnel costs and capital grant
expenditures in FY08.

Depreciation expenses increased from $92,508 in fiscal year 2007 to $99,716 in fiscal year 2008, an increase of 8%.
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FINANCIAL ANALYSIS OF THE STATE’S FUNDS
Governmental funds

As noted earlier, the District Court uses fund accounting to ensure and demonstrate compliance with legal
requirements. The general government functions are contained in the General and Special Revenue funds. The focus
of the District Court’s governmental funds is to provide information on near-term inflows, outflows and balances of
spendable resources.

General Fund

The general fund is the chief operating fund of the District Court. At June 30, 2008, the District Court’s general fund
reported a fund balance of $36,340.

Alternative Dispute Fund

The Alternative Dispute (ADR) Fund is used to account for fees collected and expenses incurred pursuant to Section
34-6-45 of the New Mexico State Statutes. The District Court collects a fee of fifteen dollars on all new and reopened
civil cases except domestic relations cases. The fee is deposited into the Alternative Dispute Resolution fund to be
used to defray the cost of operating the District Court’s Alternative Dispute Resolution program. Total fund balance
increased by $44,655 or 16% over the June 30, 2007 fund balance. The fund balance increase is due to an increase
in Court fees collected and a substantial decrease in related expenditures. The decrease in expenditures was primarily
due to the purchase of non capitalizable furniture and fixtures in the prior year but not in the current year. This fund is
non-reverting.

Human Services Division Fund

The Human Services Division Fund is used to account for the proceeds and related expenditures from an interagency
agreement between the Court and the New Mexico State Department of Human Services pursuant to Section 40-4B-1
(Child Support Hearing Officer Act) of the New Mexico Statutes. The purpose of the Child Support Hearing Officer Act
is to provide the personnel necessary to insure prompt and full payment by obligated parties of child support
obligations for their dependent children and, where applicable, attendant spousal support obligations. The Human
Services Division fund balance changed only for a prior year restatement related to the correction of payroll liabilities.
All unexpended funds are reverted.

The contract from the New Mexico State Department of Human Services increased from $362,969 in fiscal year 2007
to $386,330 in fiscal year 2008, an increase of 6%.
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THIRD JUDICIAL DISTRICT COURT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2008

Nonmajor Funds

The District Court maintains one other fund listed on the Governmental Funds statements as a nonmajor fund -
Mediation Fund.

The Mediation Program Fund is used to account for fees collected and expenses incurred pursuant to Section 40-12-4
of the New Mexico State Statutes. The District Court collects a surcharge of thirty dollars on all new and reopened
domestic relations cases. Parents involved in domestic relations cases and utilize mediation services also pay a
portion of the cost of domestic relations mediation pursuant to a sliding fee scale approved by the supreme court and is
based upon the parentlls ability to pay for the specific service rendered. Money in this fund is used to offset the cost of
operating the domestic relations mediation program and the supervised visitation program. The Mediation Program
fund balance decreased from $62,038 as of June 30, 2007 to $53,332 as of June 30, 2008. The amount, $8,706
represents a 14% decrease over fiscal year 2007. Fiscal year 2008 expenditures of $65,626 indicate an increase in
spending of $9,944 over fiscal year 2007 expenditures. This increase is attributable to an increase in number of cases
assigned to mediation during fiscal year 2008 by the division judges and the domestic violence special commissioner.
This fund is non-reverting.

GENERAL FUND BUDGETARY HIGHLIGHTS

The State of New Mexico Legislature makes annual appropriations to the District Court for general operations and drug
court programs. Additionally, appropriations are made to the Administrative Office of the Courts for the Court
Appointed Special Advocate (CASA) and Water Adjudication programs that are then transferred to the District Court.
The District Courtlls original fiscal year 2008 budget included $6,243,700 in legislative appropriations for general
operations and drug court programs, $227,800 in Compensation Package, $86,100 for CASA, $139,800 for Water
Adjudication, $29,000 for copies and tapes reimbursement, and $10,800 for Drug Court program fees all of which are
included in the General Fund.

During fiscal year 2008, the District Court’s overall general fund revenue budget increased by $3,238, or less than 1%.
The increase was for CASA, due to an increase in allocation from the Administrative Office of the Courts.

The variance between the final budget and actual in the expenditures section of the General Fund budgetary
comparison was a favorable $178,323. This was primarily due to non-expenditure of capital projects funds.

All increases to the District Court's budget were made with the approval of the State Budget Division.

-10-



STATE OF NEW MEXICO

THIRD JUDICIAL DISTRICT COURT
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2008

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

As of June 30, 2008, the Third Judicial District Court had $468,127 invested in capital assets, net of accumulated
depreciation, including furniture, fixtures, equipment, data processing equipment, and vehicles (see table below). This
amount represents a net increase of $96,242 or 26% over fiscal year 2007 figures. While governmental standards do
not prescribe a minimum level for the capitalization of assets, the District Court has followed the Department of
Finance and Administrationls capitalization policy of $5,000. This is the dollar value above which asset acquisitions
are added to the capital accounts. As such, all capital assets with an original cost of less than $5,000 that were
purchased in the current fiscal year are not included on the reportable fixed asset list, however, remain on the physical
inventory list for the District Court. During fiscal year 2008, the Court made several large capital acquisitions of
vehicles and courtroom equipment.

Depreciation charges for this fiscal year totaled $99,716.
State of New Mexico - Third Judicial District Court
Capital Assets as of June 30

Governmental Activities

2008 2007 Percent Change
Furniture and fixtures $201,071 $201,071 0%
Equipment 725,136 565,734 28%
Data Processing 150,630 150,630 0%
Vehicles 184,298 147,742 25%
Total $1,261,135 $1,065,177 18%

As part of GASB 34 implementation, the District Court depreciated its capital assets using the straight-line depreciation
method for all assets for which depreciation is applicable as instructed by the Department of Finance and
Administration. In determining the estimated useful life, the District Court considered the asset's class, present
condition, use of the asset and how long the asset was expected to meet service and technology standards. In all
cases, salvage value was assumed to be zero.

Long-term Debt

As in prior years, the Third Judicial District Court has not participated in the financing of capital assets through the sale
of bonds or issuance of long-term notes.

Infrastructure Assets

Infrastructure assets are defined as long-lived capital assets that are normally stationary in nature and that can
normally be maintained for a significantly greater number of years than most capital assets. Infrastructure assets
include roads, bridges, tunnels, drainage systems, water and sewer systems, dams and lighting systems. GASB 34
requires agencies with infrastructure assets to capitalize them and report major general infrastructure assets that were
acquired in fiscal years ending after June 30, 1980, or that received major renovations, restorations or improvements
during that period.

The Third Judicial District Court does not own any infrastructure assets and, as such, does not include any information
under this heading.

-11-



STATE OF NEW MEXICO

THIRD JUDICIAL DISTRICT COURT
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2008

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Third Judicial District Court requested a total budget of $7.57 million dollars for Fiscal Year 2009 for base budgets
of all programs managed by the District Court including the General Court, Juvenile and Adult Drug Courts, Water
Rights Adjudication, Court Appointed Special Advocate Program, Alternative Dispute Resolution, Mediation and
Human Services Division (Child Support Hearing Officer program). The Court received $7.2 million dollars for fiscal
year 2008, which includes $227,800 in funding for state approved employee compensation.

CONTACTING THE DISTRICT COURT’S FINANCIAL MANAGEMEN T

This financial report is designed to provide our citizens, taxpayers, customers, creditors and the general public with a
general overview of the District Court’s finances and to show the District Court’s accountability for the money it
receives. If you have questions about this report or need additional financial information, please contact the Court
Executive Officer, 201 W. Picacho, Las Cruces, New Mexico 88005 (505) 523-8283.

-12-
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ASSETS
Current Assets:

Investment in the State Treasurer General Fund Investment Pool $1,019,220
Total current assets 1,019,220

Noncurrent Assets:

Capital assets 1,261,135

Less: accumulated depreciation (793,008)
Total capital assets, net of depreciation 468,127
Total noncurrent assets 468,127
Total assets 1,487,347

LIABILITIES

Current Liabilities:

Accounts payable 89,093

Accrued payroll and payroll liabilities 246,820

Compensated absences - short term 27,718

Due to Human Services Department 63,577

Due to state general fund 2,294

Deferred revenues 170,000
Total current liabilities 599,502

Long-Term Liabilities:

Compensated absences - long term 192,645
Total liabilities 792,147

NET ASSETS

Invested in capital assets 468,127

Unrestricted 227,073
Total net assets $695,200

The Notes to Financial Statements are an integral part of these statements.
-13-
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THIRD JUDICIAL DISTRICT COURT

STATEMENT OF ACTIVITIES
JUNE 30, 2008

Program Revenues

Operating Capital Net
Charges for Grants and Grants and (Expense)
Functions/Programs Expenses Services Contributions  Contributions Revenue
Primary Government:
Governmental Activities:
Judiciary $7,227,309 $136,100 $386,330 $213,544  ($6,491,335)
Depreciation expense - unallocated 99,716 0 0 0 (99,716)
Total governmental activities 7,327,025 136,100 386,330 213,544 (6,591,051)
Business-type activities: 0 0 0 0 0
Total primary government $7,327,025 $136,100 $386,330 $213,544  ($6,591,051)

Primary Government
Governmental Business-Type

Activities Activities Total
Change in Net Assets:
Net (expense) revenue ($6,591,051) $0  ($6,591,051)
General Revenues and Transfers:
State general fund appropriations 6,243,980 0 6,243,980
Transfers - Administrative Office of the Courts 456,645 0 456,645
Reversions to State General Fund - 2008 (2,294) 0 (2,294)
Total revenues and transfers 6,698,331 0 6,698,331

Change in net assets 107,280 0 107,280
Net assets - June 30, 2007, as

previously stated 591,375 0 591,375
Restatement (3,455) 0 (3,455)
Net assets - June 30, 2007, as

restated 587,920 0 587,920
Net assets - June 30, 2008 $695,200 $0 $695,200

The Notes to Financial Statements are an integral part of these statements.
-14-



STATE OF NEW MEXICO
THIRD JUDICIAL DISTRICT COURT
GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2008

Major Funds

Human
Alternative Services
General Dispute Division Nonmajor
Fund Fund Fund Fund Total
ASSETS
Investment in the State Treasurer
General Fund Investment Pool $543,763 $329,237 $88,436 $57,784  $1,019,220

Due from other state agencies 0 0 0 0 0

Total assets $543,763 $329,237 $88,436 $57,784  $1,019,220
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable $74,271 $74 $10,296 $4,452 $89,093
Accrued payroll and payroll liabilities 233,140 0 13,680 0 246,820
Accrued compensated absences - short term 27,718 0 0 0 27,718
Due to other state agencies 2,294 0 63,577 0 65,871
Deferred revenues 170,000 0 0 0 170,000

Total liabilities 507,423 74 87,553 4,452 599,502
FUND BALANCES
Unreserved, Designated for future

expenditures:

Reported in:
General fund 36,340 0 0 0 36,340
Special revenue funds 0 329,163 883 53,332 383,378

Total fund balances 36,340 329,163 883 53,332 419,718

Total liabilities and fund balances $543,763 $329,237 $88,436 $57,784  $1,019,220

The Notes to Financial Statements are an integral part of these statements.

-15-
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THIRD JUDICIAL DISTRICT COURT
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2008

FUND BALANCE of Governmental Funds $419,718

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

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds. 468,127

Long-term liabilities, including compensated absences, are not due and payable
in the current period and therefore are not reported in the funds. (192,645)

Net assets of governmental activities $695,200

The Notes to Financial Statements are an integral part of these statements.
-16-



STATE OF NEW MEXICO
THIRD JUDICIAL DISTRICT COURT

GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Major Funds
Human
Alternative Services
General Dispute Division Nonmajor
Fund Fund Fund Fund Total
REVENUES
HSD contract revenue $0 $0 $386,330 $0 $386,330
Court fees 34,165 45,015 0 56,920 136,100
Total revenues 34,165 45,015 386,330 56,920 522,430
EXPENDITURES
Current:
Personal services 5,377,584 0 315,857 0 5,693,441
Contractual services 837,657 360 1,000 56,103 895,120
Other costs 544,592 0 69,473 9,523 623,588
Capital Outlay 213,544 0 0 0 213,544
Total expenditures 6,973,377 360 386,330 65,626 7,425,693
OTHER FINANCING SOURCES (USES)
State general fund appropriations 6,457,244 0 0 0 6,457,244
Transfers from other state agencies 456,925 0 0 0 456,925
Transfers - reversion to State General
Fund 2008 (2,294) 0 0 0 (2,294)
Total other financing sources (uses) 6,911,875 0 0 0 6,911,875
Net change in fund balance (27,337) 44,655 0 (8,706) 8,612
Fund balance, beginning of year,
as previously stated 68,015 284,508 0 62,038 414,561
Restatement (4,338) 0 883 0 (3,455)
Fund balance, beginning of year,
as restated - 6/30/2007 63,677 284,508 883 62,038 411,106
Fund balance, end of year - 6/30/2008 $36,340 $329,163 $883 $53,332 $419,718

The Notes to Financial Statements are an integral part of these statements.
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STATE OF NEW MEXICO
THIRD JUDICIAL DISTRICT COURT
RECONCILIATION OF THE CHANGE IN FUND BALANCES
OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Net Change in Fund Balances - Governmental Funds $8,612
Governmental funds report capital outlays as expenditures, however, in the statement of activities,

the cost of those assets is allocated over their estimated useful lives as depreciation expense.

Capital outlays and depreciation in the current period are:

Depreciation expense (99,716)
Capital outlay 195,958

Some expenses reported in the statement of activities do not require the use of current financial
resources and therefore, are not reported as expenditures in governmental funds.

Change in compensated absences 2,426

Change in net assets of governmental activities $107,280

The Notes to Financial Statements are an integral part of these statements.
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STATE OF NEW MEXICO
THIRD JUDICIAL DISTRICT COURT

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Variance
Budget Budget Favorable
Original Final Actual (Unfavorable)
REVENUES
State general fund appropriations $6,243,700 $6,243,700 $6,243,700 $0
Other state funds 39,800 39,800 34,165 (5,635)
Intra fed 0 0 0 0
Other financing sources 453,700 456,938 456,925 (13)
Fund balance (deferred revenue) 383,544 383,544 213,544 (170,000)
Total revenues 7,120,744 7,123,982 6,948,334 (175,648)
EXPENDITURES
Personal services 5,408,900 5,353,500 5,349,866 3,634
Contractual services 927,700 839,638 837,657 1,981
Other costs 400,600 547,300 544,592 2,708
Capital outlay 383,544 383,544 213,544 170,000
Total expenditures 7,120,744 7,123,982 6,945,659 178,323
Excess (deficiency) of revenues over expenditures $0 $0 $2,675 $2,675
Budgetary - GAAP Reporting Reconciliation:
Excess (deficiency) of revenues over expenditures and
other financing sources (uses) $2,675
Adjustments for current year reversions (2,294)
Adjustments for current portion of accrued compensated absences (27,718)
Net change in fund balance ($27,337)

The Notes to Financial Statements are an integral part of these statements.
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STATE OF NEW MEXICO
THIRD JUDICIAL DISTRICT COURT
ALTERNATIVE DISPUTE RESOLUTION FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Variance
Budget Budget Favorable
Original Final Actual (Unfavorable)
REVENUES
Court costs $30,000 $30,000 $45,015 $15,015
EXPENDITURES
Current:
Contractual services 30,000 30,000 360 29,640
Other costs 0 0 0 0
Total expenditures 30,000 30,000 360 29,640
Excess (deficiency) of revenues over expenditures $0 $0 $44,655 ($44,655)

The Notes to Financial Statements are an integral part of these statements.
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STATE OF NEW MEXICO
THIRD JUDICIAL DISTRICT COURT
HUMAN SERVICES DIVISION FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Variance
Budget Budget Favorable
Original Final Actual (Unfavorable)
REVENUES
Other financing sources $363,000 $387,488 $387,488 $0
EXPENDITURES
Current:
Personnel services 292,500 316,988 315,857 1,131
Contractual services 1,000 1,000 1,000 0
Other costs 69,500 69,500 69,473 27
Total expenditures 363,000 387,488 386,330 1,158
Excess (deficiency) of revenues over expenditures $0 $0 $1,158 ($1,158)

Budgetary - GAAP Reporting Reconciliation:

Excess (deficiency) of revenues over expenditures and
other financing sources (uses)

Adjustments for current year reversions

$1,158

(1,158)

Net change in fund balance

$0

The Notes to Financial Statements are an integral part of these statements.
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STATE OF NEW MEXICO
THIRD JUDICIAL DISTRICT COURT
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES - AGENCY FUNDS
JUNE 30, 2008

Agency
Funds
ASSETS
Cash $3,479,717
Due from the State Treasurer 1,356
Total assets $3,481,073
LIABILITIES
Due to State Treasurer $36,719
Deposits held in custody for others 3,444,354
Total liabilities $3,481,073

The Notes to Financial Statements are an integral part of these statements.
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STATE OF NEW MEXICO

THIRD JUDICIAL DISTRICT COURT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Third Judicial District Court (District Court) opegtes under Section 34-6-1 through 34-6-3, 34-616,3-6-17 through
34-6-46, NMSA, 1978 Compilation. The Third Judidaatrict covers Dona Ana County. The Third JudiDiatrict Court

is the state court of general jurisdiction andutharized to hear and determine all civil and cniaticases that are not
specifically exempted from its jurisdiction. Finamg of the court is by state appropriation.

The accounting policies of the Third Judicial D&t€ourt conform to generally accepted accourirciples (GAAP) as
applicable to governments.

Reporting Entity

In evaluating how to define the government, foafinial reporting purposes, management has condi@dérpotential
component units. The decision to include any paeabmponent units in the reporting entity was mhag applying the
criteria set forth in GAAP. The basic, but not trdy, criterion for including a potential componanmtit within the
reporting entity is the governing body’s abilitydrercise oversight responsibility. The most gigant manifestation of
this ability is financial interdependency. Othemifiestations of the ability to exercise oversigigponsibility include, but
are not limited to, the section of governing auitlyothe designation of management, the abilitgigmificantly influence
operations, and accountability for fiscal mattérsecond criterion used in evaluating potential ponents units is the
scope of public service. Application of this criter involves considering whether the activity bétsethe government
and/or its citizens, or whether the activity is doated within the geographic boundaries of the gowent and is generally
available to its citizens. A third criterion useddvaluate potential component units for inclusiomxclusion from the
reporting entity is the existence of special finagaelationships, regardless of whether the gawemt is able to exercise
oversight responsibilities. Based upon the apptioatf these criteria, the District Court has nmponent units, and is not
a component unit of another governmental agency.

Basis of Accounting

The accounts of the District Court are organized fumd basis, each of which is considered a sapacaounting entity.
The operations of each fund are accounted for wieparate set of self-balancing accounts that Gsenjis assets,
liabilities, fund equity, revenues, and expendium@ expenses, as appropriate. Government resoane allocated to and
accounted for in individual funds based upon thgpses for which spending activities are controlled

The various funds are grouped into two broad fuastégories and two generic fund types as follows:

Governmental Fund Type

General Fund The General Fund is the general operating furlleoDistrict Court. It is used to account fdrfadancial
resources except those required to be account@ddonther fund. Any unencumbered balance remginithe General
Fund at the end of the fiscal year reverts to thedeal Fund of the State of New Mexico with theaption of certain fees
generated by the court, certain contracts relatgplants of another agency and appropriationsaebliat capital projects.
The SHARE number for the General Fund of the Qis@ourt is 14300. Because reverting and non-ieggiunds are in
the same fund class coding in the SHARE systersad to identify each type.
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STATE OF NEW MEXICO

THIRD JUDICIAL DISTRICT COURT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Alternative Dispute Resolution Fundlhe Alternative Dispute Resolution Fund is use@ccount for proceeds from
surcharges on all civil cases except for domestations and children’s cases. These fees do ettt the State of New
Mexico; rather they are used to provide arbitrafmrcivil cases except for domestic relations ahildren’s cases. The
authority to establish the fund is NM State StaB4e5-45. The Third Judicial District Court hasatatined this fund to be
a major fund whose SHARE number is 87700.

Human Services Division Fundrhe Human Services Division Fund is used to anttor the proceeds from state grants
through the New Mexico State Department of HumanwiBes and the expenditures there from. These fanelsised to
provide for the enforcement of child support payteeand prohibitions against domestic violence. Angncumbered
balance remaining is reverted to the General Fiufnithe State of New Mexico. The authority for theation and
maintenance of the fund is given under New Mexitates Statute 40-4b-1. The Third Judicial Districtu@ has
determined this fund to be a major fund whose SHAREber is 92400.

Mediation Program FundThe Mediation Program Fund is used to accoungriaceeds from surcharges on domestic filing
fees. The authority for the creation and mainteaari¢he fund is given under New Mexico State Séafid-12-5. These
fees are used to provide mediation services anasading for cases involving children or contestettes. These funds
do not revert to the State of New Mexico. The TWiudicial District Court has determined this fuadbé a nonmajor fund
whose SHARE number is 92300.

Fiduciary Funds

Agency Funds Agency Funds are used to account for assetddyetlte District Court in a trustee capacity oaasagent
for individuals, private organizations, other goweents, and/or other funds. Agency funds are cigtmohature (assets
equal liabilities) and do not involve measuremdmnesults of operations.

Litigant’s Fund- These monies are amounts collected from peiisenb/ed in pending lawsuits. The court has
custody and, if directed by the court, may invasse monies until refunded to litigants. The irgeearned, if
stated in the court order, is refunded and, ifstated, the interest earned is transferred totttte general fund.

Court Clerk’s Fund These monies are collected from individualsi§jlivith the court. These monies are remitted
intact to the New Mexico State Treasurer.

Basis of Presentation - Fund Accounting

Government-Wide Financial Statements

The statement of net assets and the statementiaitias display information about the District Qouthe primary
government, as a whole, without displaying indidtiiwnds or fund types. Eliminations have beenertadninimize the
double counting of internal activities. Theseetants distinguish between the governmental aniddmssstype activities
of the District Court. The District Court has nosess-type activities; therefore, these statementg reflect
governmental activities. Government-wide finanstatements exclude information about fiduciangfiand component
units that are fiduciary in nature.
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STATE OF NEW MEXICO

THIRD JUDICIAL DISTRICT COURT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The government-wide statements are prepared usingdonomic resources measurement focus and theabbasis of

accounting. Under the accrual basis of accountengnues are recognized in the accounting periachioh they are

earned and become measurable, and expenses agrizedan the period incurred, if measurable. Reesnexpenses,
gains, losses, assets, and liabilities resultioghfexchange and exchange-like transactions argmezmal when the
exchange takes place.

Private-sector standards of accounting and findreerting (FASB pronouncements) issued prior éz@mber 1, 1989,
generally are followed in the government-wide ficiahstatements to the extent that those standardst conflict with or
contradict guidance of the Governmental AccounStandards Board.

Non-exchange transactions, in which the Court gieegeceives) value without directly receiving ¢iring) equal value in
exchange include grants, entitlements, and dorati®evenue from grants, entitlements, and domatsrecognized in
the fiscal year in which all eligibility requiremisrhave been satisfied.

Program revenues derive directly from the progresalfior from parties outside the court or citizeras a whole; they
reduce the net cost of the function to be finaniteth the court's general revenues. These statesreport three
categories of program revenues as follows:

Charges for servigavhich arise from charges to customers or appioaho purchase, use or directly benefit from
the service provided. The Court charges for varicaurt costs.

Operating grants and contributicassing from other governments, organization@dividuals that are restricted
for use in a particular program. The categoryidek contract receipts received for the operatibtte Juvenile
Drug Court and Family Dependency Court.

Capital grants and contributioassing from other governments, organizationdividuals that are restricted for
capital purposes - to purchase, construct or rdeos@pital assets associated with a specific pnogrdhis
category consists of state capital outlay bondsived by the Court.

It is the Court’s policy to first apply restricteglsources (grant funds) when an expense is inctorgulirposes for which
both restricted and unrestricted resources ardsi@i

Fund Financial Statements

The governmental fund and agency fund financiatestants are prepared using the current financedurees
measurement focus and the modified accrual basisaoiunting. Under this measurement focus and baaccounting,
revenues are recognized in the accounting perioghich they become available and measurable; exjpeed are
recognized in the accounting period in which thedfliability is incurred, if measurable. “Measurabmeans the amount
of the transaction can be determined and “availabéans collectible within the current period cos@nough thereafter
to pay current liabilities of the current period.

Those revenues susceptible to accrual are fededtatate grants and as such are recognized io¢barding period when

they become both measurable and available. A rd@dion is provided with brief explanations to tetidentify the
relationship between the government-wide statermardshe statements for governmental funds.
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THIRD JUDICIAL DISTRICT COURT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Assets, Liabilities, and Equity

Cash and Investments

The District Court cash and cash equivalents amsidered to be demand deposits, savings accoudtseatificates of
deposits.

Capital Assets

In the government-wide financial statements, fiaesets are accounted for as capital assets. Athcagsets are valued at
historical cost, or estimated historical cost ifuat is unavailable, except for donated fixed assehich are recorded at
their estimated fair value at the date of donatidhe court defines capital assets as assetsiwéth ¢f greater than one
year and a cost or donated value of $5,000 or greathe court includes software in capital asseider the data

processing category.

Depreciation is provided over the assets’ estimasedul lives using the straight-line method ofréefation. The range of
estimated useful lives by type of asset is asvidlo

Furniture and fixtures 10 years
Equipment and machinery 5 years
Automotive 5 years

Data Processing 3 years

In the fund financial statements, fixed assets usegbvernmental fund operations are accountecgocapital outlay
expenditures of the governmental fund upon acqaiisit

Equity

Government-Wide Statements

Equity is classified as net assets and display¢ldrée components:

1. Invested in capital assets, net of related debsists of capital assets net of accumulated depi@tiand reduced
by any outstanding debt. The District Court ha®utstanding debt relating to capital assets.
2. Restricted net assets, consists of net asseteanitttraints placed on the use either by (1) extgnoaps such as

creditors, grantors, contributors, or laws or ratjohs of other governments; or (2) law throughstibutional
provisions or enabling legislation.

3. Unrestricted net assets are all other net ass#tddmot meet the definition of “restricted” onViested in capital
assets, net of related debt.”

Fund Financial Satements

Governmental fund equity is classified as fund beda Fund balance is further classified as reseamedunreserved.
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THIRD JUDICIAL DISTRICT COURT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Budgets and Budgetary Accounting

The District Court follows these procedures in lelishing the budgetary data reflected in the finalnstatements:

1. Prior to September®] the District Court submits to the Department fafce and Administration (DFA) an
appropriation request for the fiscal year commendite following July 1. The appropriation request includes
proposed expenditures and the means of financem.th

2. Budget hearings are scheduled before the New Mékicse Appropriations and Senate Finance Commiftées
final outcome of these hearings is incorporated the General Appropriations Act.

3. The Governor of the State of New Mexico within tbgally prescribed time limit signs the Act intava

4, The District Court submits, no later than May o DFA an annual operating budget by categorylaveditem

based upon the appropriation made by the Legiglatiihe DFA - Budget Division reviews and approtres
operating budget, which becomes effective on JulyThe Director of the DFA - Budget Division mugipaove
all subsequent budget adjustments. The budgétdoturrent year was amended in a legal manner.

5. Legal budget control for expenditures is by exptmdicategory.

6. Formal budgetary integration is employed as a mamagt control device during the fiscal year for@eneral
Fund.

7. The budget for the General Fund is adopted on ia bassistent with generally accepted accountirciples

(GAAP) modified accrual basis. The District Cocinianged its method of budgeting for the fiscal yrating
June 30, 2008 to the modified accrual basis fromoxGAAP method where encumbrances are treated as
expenditures. The budget for this State Ageneaglapted on the modified accrual basis of accourgiogpt for
accounts payable accrued at the end of the figealtirat do not get paid by the statutory deadtheetion 6-10-4
NMSA 1978), that must be paid out of the next ydardget.

8. Appropriations lapse at the end of the fiscal yedt.unexpended amounts within the General Funéntgo the
State General Fund.

Encumbrances

Encumbrance accounting, under which purchase qua®rsacts, and other commitments for the experaldf monies are

recorded in order to reserve that portion of thaliagble appropriation, is employed as an extensfdormal budgetary

integration in the Governmental Funds. Encumbrsinelated to single year appropriations lapseatgad. The portion

of an encumbrance representing goods and sendceived by the last day of the fiscal year areagsified as accounts
payable. Any remaining encumbrances related gesirear appropriations are reclassified as unreddund balance and
a liability recorded to recognize any amounts stiifje reversion.
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THIRD JUDICIAL DISTRICT COURT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Accrued Annual L eave

Qualified employees accumulate annual leave asvisli

Years Hours Earned
of Service Per Month
Less than 3 years 10
Over 3 - 7 years 12
Over 7 - 14 years 14
14 years and greater 16

A maximum of 240 hours of accrued annual leave eagarried forward into the beginning of the neatendar year and
any excess is lost. When employees terminate @feegompensated for accumulated unpaid annual é&saekthe date of
termination, up to the aforementioned maximums.

At June 30, 2008, accrued compensated absencesl@fyaaccumulated annual leave totaled $220,368. current
portion of this liability is recorded in the fundatements ($27,718) and the long-term portion onmded in the
government-wide statements ($192,645) as a lomg-iability.

NOTE 2. COLLATERAL PLEDGED BY FINANCIAL INSTITUTIONS

The District Court’s deposits at year-end were ceddy federal depository insurance or by collateeld in the financial
institution’s name. The collateral is placed inekafeping and pledged to the District Court. TherigtsCourt invests all
money in interest or non-interest bearing savingoants, checking accounts, certificates of depasitl short-term
investment funds held by the State of New MexiceaBurer.

Section 6-10-16, NMSA 1978 Compilation requires fiity percent of the balance not covered by FRIG-SLIC to be

pledged. If the securities pledged are U.S. govemnirsecurities, they are pledged at market vdltiey are New Mexico
municipal bonds, they are pledged at par value.Sthte Treasurer issues separate financial statertent disclose the
collateral pledged to secure the short-term investrdeposits and the categories of risk involved.

The Litigant Agency Funds are in the State InvestrR®ol, which is not rated, although the secigitwhin the pool are
rated.

a. The investments are valued at fair value baseduoted market prices as of the valuation date;

b. The State Treasurer Local Government Investment Booot SEC registered. The State Treasurer is
authorized to invest the short-term investment unith the advice and consent of the State BoaFihaince
in accordance with Sections 6-10-10 | through 6EQ@R and Sections 6-10-10 1A and E, NMSA 1978.

C. The pool does not have unit shares. Per Sectidi83.1F, NMSA 1978, at the end of each montmtdrest
earned is distributed by the State Treasurer togh&ibuting entities in amounts directly propontite to the
respective amounts deposited in the fund and tiggheof time the amounts fund were invested; and

d. Participation in the local government investmertlps voluntary.

e. Separately issued financial statements are avaifiadrh the New Mexico State Treasurer that doedatie the
collateral pledged to secure State Treasurer cadlinaestments.
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THIRD JUDICIAL DISTRICT COURT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 3. RETIREMENT PLANS

Public Employees Retirement Act (PERA)

Substantially all of the District Court full-timargloyees participate in a public employee retireinsgatem authorized
under the Public Employees Retirement Act (Chap@erArticle 11, NMSA 1978). The Public EmployeestiRreRment
Association (PERA) is the administrator of the phahich is a cost sharing multiple employer defibedefit retirement
plan. The plan provides for retirement, disabiignefits, survivor benefits and cost-of-living adjuents to plan members
and beneficiaries. PERA issues a separate, publieiable financial report that includes finansi@tements and required
supplementary information. That report may be oi#di by writing to PERA, P.O. Box 2123, Santa Fe, NM
87504-2123.The report is also available on PERAgbsite at www.pera.state.nm.us.

Retirement Plan (JRA)

Substantially all of the District Court judges asiices participate in a judicial retirement systathorized under the
Judicial Retirement Act (10-12B-1 TO 10-12B-19 NM$2v8). The retirement board provided for in thblRUEmMployee
Retirement Act is the administrator of the planjahhs a cost sharing multiple employer definedddiémetirement plan.
The plan provides for retirement, disability betsgfsurvivor benefits and cost-of-living adjustnesiat plan members and
beneficiaries. PERA issues a separate, publiclijadbla financial report that includes financialtstaents and required
supplementary information. That report may be olgdiby writing to PERA, P.O. Box 2123, Santa Fe, 8804-2123.
The report is also available on PERA’s website @twypera.state.nm.us.

Funding Policy

PERA

Plan members are required to contribute 7.42%eaif gross salary. The State of New Mexico Thirdidial District Court
is required to contribute 16.59% of gross coveeddrg. The contribution requirements of plan meralaerd the State of
New Mexico Third Judicial District Court are estahkd in state statute under Chapter 10, Articl&lMISA 1978. The
requirements may be amended by acts of the legjislat

The State of New Mexico Third Judicial District Gbaontributions to PERA for the years ending J88eg2008, 2007,
and 2006 were $517,033, $460,402, and $429,138cteely, which equals the amount of required oations for the
year.

JRA

Plan members, while in office, shall contribute¥.6f salary to the member contribution fund. Tket&of New Mexico

Third Judicial District Court shall contribute 1266 salary for each member in office to the fundeTdontribution

requirements of plan members and the State of Newidd Third Judicial District Court are establishedtate statute
under Chapter 10, Article 12B-10 and 12B-1 1 NM®X8&. The requirements may be amended by acts tfdistature.

The State of New Mexico Third Judicial District Gboontributions to JRA for the years ending JuBg2®08, 2007, and
2006 were $105,083, $94,174, and $69,428, resedgtizquals to the amount of required contributifamghe year.
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THIRD JUDICIAL DISTRICT COURT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 4. POST EMPLOYMENT BENEFITS

Standard Note Disclosure for an Employer Contributing to a Cost-Sharing Multiple-Employer Defined Benefit
Postemployment Healthcare Plan (GASBS 45.24)

Note X. Post-Employment Benefits — State RetirealtdeCare Plan

Plan Description. The State of New Mexico Third Judicial Distriad@t contributes to the New Mexico Health Care Fund
a cost-sharing multiple-employer defined benefitpmployment healthcare plan administered by threMexico Retiree
Health Care Authority (RHCA). The RHCA provides hleacare insurance and prescription drug benefitestired
employees of participating New Mexico governmengrages, their spouses, dependents, and surviviogsspg and
dependents. The RHCA Board was established byetieeR Health Care Act (Chapter 10, Article 7C, NME78). The
Board is responsible for establishing and amentigfit provisions of the healthcare plan and $e authorized to
designate optional and/or voluntary benefits likatdl, vision, supplemental life insurance, andyteerm care policies.

Eligible retirees are: 1) retirees who make contidns to the fund for at least five years priorétirement and whose
eligible employer during that period of time madaiibutions as a participant in the RHCA plan loa person’s behalf
unless that person retires before the employer' € Ridffective date, in which the event the time périequired for
employee and employer contributions shall becorag#riod of time between the employer’s effectizgedind the date of
retirement; 2) retirees defined by the Act whoregtiprior to July 1, 1990; 3) former legislatorsonderved at least two
years; and 4) former governing authority membere sédrved at least four years.

The RHCA issues a publicly available stand-alomarfcial report that includes financial statememtd eequired
supplementary information for the postemploymesttheare plan. That report and further informatan be obtained by
writing to the Retiree Health Care Authority at 83Darlisle NF., Suite 104, Albuquerque, New Mex8dd.07.

Funding Policy. The Retiree Health Care Act (Section 10-7C-13 M\MS78) authorizes the RHCA Board to establish the
monthly premium contributions that retirees areuiiel to pay for healthcare benefits. Each pamritiiy retiree pays a
monthly premium according to a service based sylvateé schedule for the medical plus basic lifeglius an additional
participation fee of five dollars if the eligiblagicipant retired prior to the employer's RHCAegifive date or is a former
legislator or former governing authority membenrier legislators and governing authority membegsequired to pay
100% of the insurance premium to cover their claamd the administrative expenses of the plan. Towatinty premium
rate schedule can be obtained from the RHCA oretkon their website at www.nmrhca.state.nm.us.
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THIRD JUDICIAL DISTRICT COURT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 4. POST EMPLOYMENT BENEFITS (CONTINUED)

The Retiree Health Care Act (Section 10-7C-15 NMBEXY8) is the statutory authority that establishesrequired
contributions of participating employers and tlegiployees. The statute requires each participatimgoyer to contribute
1.3% of each participating employee’s annual saksigh participating employee is required to coote .65% of their
salary.

Employers joining the program after 1/1/98 are atspired to make a surplus-amount contributicghédRHCA based on
one of two formulas at agreed-upon intervals.

The RHCA plan is financed on a pay-as-you-go basis.employer, employee and retiree contributisasequired to be
remitted to the RHCA on a monthly basis. The stajutequirements for the contributions can be cledngy the New
Mexico State Legislature.

The District Court’s contributions to the RHCA e years ended June 30, 2008, 2007 and 2006 wiyedp, $46,465
and $41,683, respectively, which equal the requiadributions for each year.

NOTE 5. CAPITAL ASSETS

Capital asset activity for the year ended June2808 was as follows:

Balance Balance
June 30, 2007 Additions Deletions June 30, 2008
Furniture and fixtures $201,071 $0 $0 $201,071
Equipment 565,734 159,402 0 725,136
Data processing 150,630 0 0 150,630
Vehicles 147,742 36,556 0 184,298
Totals 1,065,177 195,958 0 1,261,135
Less Accumulated Depreciation:
Furniture and fixtures (65,571) (15,026) 0 (80,597)
Equipment (396,142) (47,858) 0 (444,000)
Data processing (143,999) (11,009) 0 (155,008)
Vehicles (87,580) (25,823) 0 (113,403)
Total accumulated depreciation (693,292) (99,716) 0 (793,008)
Net Capital Assets $371,885 $96,242 $0 $468,127
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NOTE 6. DEFERRED REVENUES

The District Court has recorded deferred revenand @rant revenues receivable) for various prost®llows:

Deferred:
State General Fund Capital Projects $170,000

State General Fund Capital Projects appropriations:

Original Expended as of Unencumbered

Amount 6/30/2008 Balance Reversion Date
Courthouse Equipment and Furnishing $90,000 $90,000 $0 6/30/2008
Courtroom and Chambers Furnishing $65,000 $65,000 $0 6/30/2011
Security Improvements $90,000 $90,000 $0 6/30/2011
Architectural Planning $100,000 $0 $100,000 6/30/2011
Courthouse Assessment $70,000 $0 $70,000 6/30/2011

NOTE 7. OPERATING LEASES

The District Court has the following leases, whiem be terminated due to lack of funding from #ggdlature with no
penalty to the agency.

Xerox leases for three digital copiers for a tofa$1,185 per month. These leases are annuallyvadsie.
Pitney Bowes lease for postal equipment for $1d&0quarter. These leases are annually renewable.
Telshor Storage lease for storage unit is on a mtmmonth basis for $104 per month.

Water King lease for water dispensers for a tot&§i7® per month.
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NOTE 8. CASH/INVESTMENT CREDIT RISK

The amounts held in trust for other parties araried and collateralized as follows:

Citizens
Bank

Balance per Bank:
Demand deposits $21,031
Time deposits 0
21,031
FDIC Coverage (21,031)

Uninsured balance $0

Investment in the State Treasurer General Fundstment Pool

The remaining amounts held in trust are held imants with the State Treasurers Office. In addijtthe District Court’s
operating bank account is also maintained and miadtby the State Treasurer’s Office. The Stata3Jurer issues
separate financial statements that disclose thater! pledged to secure their deposits.

The State Treasurer has the authority to invesembald in demand deposits and not immediatelyedbéat the operation
of state government in securities in accordanck @&#éctions 6-10-10 | through O, NMSA 1978 as aménde

NOTE 9. DUE TO STATE OF NEW MEXICO GENERAL FUND
As of June 30, 2008, the amount due to the State@EFund is $2,294. This amount is composetefdllowing:

Reversions Other Total

General Fund:
2008 Fiscal Year $2,294 $0 $2,294

NOTE 10. RISK OF LOSS

The District Court’s Office is insured through fRisk Management Division of the General Servicesddenent, which is
accounted for as an internal service fund of tlaeSif New Mexico. In general, Risk Management §lan responds to
suits against the State and state agencies, mafuagissto provide unemployment compensation, iaility insurance,
workman’s compensation, general and property imagrzand attempts to reduce the number of suilssiglae State and
state agencies through the risk management pro¢essactuarial gains and losses of Risk ManageBigigion were not
available and are not included in this report. Hesvethe District Court is not liable for more thidre premiums paid.
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NOTE 11. RESTATEMENT OF NET ASSETS

The General Fund June 30, 2007 Fund Balance wastadjfor:

Prior year payroll liabilities not cleared ($585)
2001 accounts receivable not collectible (1,323)
Unexpended 2007 CYFD funds reverted (2,440)
Correction of receipts held in suspense from 2006 10

Uninsured balance (%$4,338)

The Human Services Division Fund June 30, 2007 BBaldnce was adjusted for:

Prior year payroll liabilities cleared incorrectly $883

Restatement of Governmental Activities Net Assethiae 30, 2007:

Fund statement adjustments ($3,455)

NOTE 12 LONG-TERM LIABILITIES

The Court did not have any debt at any time dutfiegfiscal year ended June 30, 2008, except fopensated absences.

Balance Balance Due Within
June 30, 2007 Additions Deletionslune 30, 2008 One Year
Compensated absences $195,071  $407,742 $382,450 6220,3 $27,71¢

The Court uses current operating funds (general)falassified as wages and salaries to liquidateuad compensated
absences.

NOTE 13 INTER AGENCY TRANSFERS

Agency SHARE Agency  SHARE

# Fund # # Fund #
FROM TO AMOUNT

Reversions to the State General Fund — FY08 2330014300 34100 85300 $2,294
Reversions to the Human Services Division — FY08 30@3 92400 63000 05200 $1,158
Transfers from State General Fund — FY08 34100 85300 23300 14300 $6,241,686
Transfers from Administrative Office of the Courts 21800 49500 23300 14300 $456,645
Transfers from State General Fund — Capital Outlay

- (STB04 A 04-0178) 34100 40700 23300 14300 $50,000
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NONMAJOR FUND
BALANCE SHEET
JUNE 30, 2008

Mediation
Fund
ASSETS
Investment in the State Treasurer General Fund Investment Pool $57,784
Due from other funds 0
Due from other state agencies 0
Total assets $57,784
LIABILITIES AND FUND BALANCE
LIABILITIES
Due to other agencies $0
Due to other funds (including negative cash balance) 0
Accounts payable 4,452
Accrued payroll 0
Total liabilities 4,452
FUND BALANCE
Unreserved, Designated for future expenditures:
Special Revenue Fund 53,332
Total fund balance 53,332
Total liabilities and fund balance $57,784

The Notes to Financial Statements are an integral part of these statements.
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Mediation
Fund
REVENUES:
Other state funds - court fees $56,920
Total revenues 56,920
EXPENDITURES:
Current:
Contractual services 56,103
Other costs 9,523
Total expenditures 65,626
Net change in fund balance (8,706)
Fund balance, beginning of year 62,038
Fund balance, end of year $53,332

The Notes to Financial Statements are an integral part of these statements.
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FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Variance
Budget Budget Favorable
Original Final Actual (Unfavorable)
REVENUES:
Other state funds $40,000 $40,000 $56,920 $16,920
EXPENDITURES:
Current:
Contractual services 60,000 60,000 56,103 3,897
Other costs 10,000 10,000 9,523 A77
Total expenditures 70,000 70,000 65,626 4,374
Excess (deficiency) of revenues over expenditures (30,000) (30,000) (8,706) 21,294
Budgeted fund balance 30,000 30,000 8,706 (21,294)
$0 $0 $0 $0

The Notes to Financial Statements are an integral part of these statements.
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COURT CLERK'S FUND
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
JUNE 30, 2008

ASSETS

Cash $37,170
Total assets $37,170

LIABILITIES

Due to NM State Treasurer $34,970

Due to litigant account 2,200
Total liabilities $37,170

The Notes to Financial Statements are an integral part of these statements.
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JUNE 30, 2008

ASSETS

Cash $3,442,547

Due from the State Treasurer 1,356
Total assets $3,443,903

LIABILITIES

Deposit held in custody for others $3,442,154

Due to State Treasurer 1,749
Total liabilities $3,443,903

The Notes to Financial Statements are an integral part of these statements.
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JUNE 30, 2008

June 30, June 30,
2007 Additions Deletions 2008
COURT CLERKS FUND:
ASSETS
Cash $49,077 $1,186,390 $1,198,297 $37,170
LIABILITIES
Due to N.M. State Treasurer $46,877 $1,186,390 $1,198,297 $34,970
Due to state general fund 2,200 0 0 2,200
Total liabilities $49,077 $1,186,390 $1,198,297 $37,170
LITIGANTS FUND:
ASSETS
Cash $3,458,531 $2,479,134 $2,495,118 $3,442,547
Due from the State Treasurer 1,356 0 0 1,356
Total assets $3,459,887 $2,479,134 $2,495,118 $3,443,903
LIABILITIES
Deposits held in custody of others 3,457,451 2,478,550 2,493,847 3,442,154
Due to N.M. State Treasurer 2,436 584 1,271 1,749
Total liabilities $3,459,887 $2,479,134 $2,495,118 $3,443,903
TOTAL ALL AGENCY FUNDS:
ASSETS
Cash $3,507,608 $3,665,524 $3,693,415 $3,479,717
Due from the State Treasurer 1,356 0 0 1,356
Total assets $3,508,964 $3,665,524 $3,693,415 $3,481,073
LIABILITIES
Due to N.M. State Treasurer $49,313 $1,186,974 $1,199,568 $36,719
Deposits held in custody for others 3,457,451 2,478,550 2,493,847 3,442,154
Due to state general fund 2,200 0 0 2,200
Total liabilities $3,508,964 $3,665,524 $3,693,415 $3,481,073

The Notes to Financial Statements are an integral part of these statements.
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Per Bank Reconciled
Type of Balance Reconciling Balance
Account June 30, 2008 Iltems June 30, 2008
Investment in the State Treasurer General Fund
Investment Pool:
GENERAL FUND
New Mexico State Treasurer Checking $543,663 $0 $543,663
OTHER FUNDS
New Mexico State Treasurer Checking 329,237 0 329,237
New Mexico State Treasurer Checking 88,436 0 88,436
New Mexico State Treasurer Checking 57,784 0 57,784
Total $1,019,120 $0 1,019,120
Petty Cash 100
Balance per statement of net assets $1,019,220
AGENCY FUNDS
Court Clerk's Fund:
Bank of the West - On behalf of NM State Treasurer Checking $26,501 $10,669 $37,170
Litigant's Fund:
New Mexico State Treasurer LGIP 1,268,639 0 1,268,639
Citizen's Bank Savings 17,482 0 17,482
Citizen's Bank Savings 3,549 0 3,549
Bank of the West Checking 2,199,352 (46,475) 2,152,877
Total Litigant's Fund 3,489,022 (46,475) 3,442 547
Total Agency Funds $3,515,523 ($35,806)  $3,479,717

The Notes to Financial Statements are an integral part of these statements.

41-



REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERSBASED ON AN AUDIT OF FINANCIAL STATEMENTSPERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Mr. Hector H. Balderas, State Auditor and
Honorable Robert E. Robles, Chief Judge
State of New Mexico

Third Judicial District Court

Las Cruces, New Mexico

We have audited the financial statements of thegowental activities, each major fund, the aggegahaining
fund information, the budgetary comparison forgheeral fund, and major special revenue fundstranhdividual
funds presented as supplementary information of thiel Judicial District Court as of and for theayended June
30, 2008, and have issued our report thereon daedmber 5, 2008. We conducted our audit in aerae with
auditing standards generally accepted in the UrStates of America and the standards applicalfilectocial audits
contained inGovernment Auditing Standards, issued by the Comptroller General of the UnitedeSta

Internal Control Over Financial Reporting

In planning and performing our audit, we considefbadd Judicial District Court’s internal controber financial
reporting as a basis for designing our auditingedures for the purpose of expressing our opirdarike financial
statements, but not for the purpose of expressirgpanion on the effectiveness of the Third JudiDiatrict Court’s
internal control over financial reporting. Accandly, we do not express an opinion on the effentgs of the Third
Judicial District Court’s internal control over &incial reporting.

A control deficiency exists when the design or agien of a control does not allow management orleyegs, in the
normal course of performing their assigned funajdie prevent or detect misstatements on a timagjsb A

significant deficiency is a control deficiency,ammbination of control deficiencies, that adversdfgcts the Third
Judicial District Court’s ability to initiate, authize, record, process, or report financial dalfialsly in accordance
with generally accepted accounting principles ghahthere is more than a remote likelihood thatsstatement of
the Third Judicial District Court’s financial statents that is more than inconsequential will noptevented or
detected by the Third Judicial District Court'samal control.

A material weakness is a significant deficiencycambination of significant deficiencies, that lésin more than a
remote likelihood that a material misstatemenheffinancial statements will not be prevented dected by the
Third Judicial District Court’s internal control.

Our consideration of internal control over finaaigporting was for the limited purpose describedhie first
paragraph of this section and would not necessaténtify all deficiencies in internal control thatight be
significant deficiencies or material weaknesseg. ditl not identify any deficiencies in internal tohover financial
reporting that we consider to be material weakreessedefined above.
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Mr. Hector H. Balderas, State Auditor and
Honorable Robert E. Robles, Chief Judge
State of New Mexico

Third Judicial District Court

Las Cruces, New Mexico

Compliance and Other M atters

As part of obtaining reasonable assurance aboutwh&hird Judicial District Court’s financial staents are free
of material misstatement, we performed tests afdtapliance with certain provisions of laws, regjolas, contracts
and grant agreements, honcompliance with whichdchale a direct and material effect on the deteatitin of
financial statement amounts. However, providingoginion on compliance with those provisions was aot
objective of our audit, and accordingly, we do empress such an opinion. The results of our tastdoded an
instance of noncompliance or other matters thragjsired to be reported undsovernment Auditing Sandards, and
which is described in the accompanying schedufandings and responses as item 2005-03.

Third Judicial District Court’s response to thediimgs identified in our audit is described in tlee@mpanying
schedule of findings and responses. We did nat &abdd Judicial District Court’s response andg@aaingly, we
express no opinion on it.

This report is intended solely for the informatamd use of management, the Office of the Statetdydhe New

Mexico Legislature, the New Mexico Department ofdfice and Administration, and others within thenization
and is not intended to be and should not be usethiigne other than these specified parties.

Kriegel/Gray/Shaw & Co., P.C.

December 5, 2008
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THIRD JUDICIAL DISTRICT COURT
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

CURRENT YEAR REPORTABLE CONDITIONS:

None.

PRIOR YEAR REPORTABLE CONDITIONS:

2007-01 Wages Incorrectly Excluded From PERA

Resolved and not repeated.

2007-02 Procurement Requirements Not Correctly Fabwed

Resolved and not repeated.

2005-03 Reversions Not Timely

Repeated with modification.

Statement of Condition— The reversion for the year ending June 30, 2605 uman Services Division funding for
$30,564 was not submitted as of June 30, 2008.

Criteria — Unexpended funds from single year state apptipns must be reverted to the state general fyisptember
30" of the following year or within 45 days of the #@uger Section 6-5-10, NMSA 1978.

Cause— Oversight.

Effect — The Court is not in compliance with the revemsi@quirements, per statute. May affect futurersgea
appropriations.

Recommendation— A tickler system should be utilized to ensu dheadlines are not missed.
Management’s Response- The reversion of FY06 HSD funds were not suledittimely due to an oversight.

Management will continue to monitor and createrimépolicies and procedures to ensure future simes are submitted
in a timely manner.
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THIRD JUDICIAL DISTRICT COURT

EXIT CONFERENCE
JUNE 30, 2008

EXIT CONFERENCE:
The exit conference was held December 10, 2008 and was attended by the following:
From Third Judicial District Court:
Honorable Jerald A. Vaentine, Chief Judge (current)
Susan Wells, Budget Analyst
Viola Perea, Court Financial Manager
Mark Perea, Deputy Court Administrator
From Kriegel/Gray/Shaw & Co., P.C.:

Debbie Gray, CPA, Shareholder

FINANCIAL STATEMENT PREPARATION

The auditing firm of Kriegel/Gray/Shaw & Co., P.C., with the aid of responsible Third Judicial District Court personnel,
prepared the financial statements of the Third Judicia District Court as of and for the year ended June 30, 2008.
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