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STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
FUNCTION OF ENTITY AND OFFICIAL ROSTER
JUNE 30, 2017

Function of Entity

The Seventh Judicial District Court was established by New Mexico Statutes Annotated, 1978 Compilation and is
comprised of the counties of Socorro, Torrance, Sierra, and Catron. The principal office of the District presiding
judge is located in Truth or Consequences, New Mexico. The District Court has original jurisdiction in all matters
and causes not excepted in the constitution, and such jurisdiction of special cases and proceedings as may be
conferred by law, and appellate jurisdiction of all cases originating in inferior courts and tribunals in their respective
districts, and supervisory control over the same. The District Courts, or any judge thereof, have power to issue
writs of habeas corpus, mandamus, injunctions, quo warranto, certiorari, prohibition, and other writs remedial or
otherwise in the exercise of their jurisdiction; provided that no such writs issued shall be directed to judges or
courts of equal or superior jurisdiction. The District Courts also have the power of naturalization in accordance
with the laws of the United States.

Official Roster

Judges
Name Title
Honorable Matthew G. Reynolds Chief Presiding Judge Division Il
Honorable Mercedes C. Murphy District Judge Division |
Honorable Kevin R. Sweazea District Judge Division IlI

Administrative Officials
Jason E. Jones Court Executive Officer
Lilia Romero Financial Supervisor
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JARAMILLO ACCOUNTING GROUP

AUDIT, FRAUD, CONSULTING
www.JAGnm.com

INDEPENDENT AUDITOR’S REPORT

Honorable Matthew G. Reynolds, Chief Judge
Seventh Judicial District Court
Socorro County Courthouse
Socorro, New Mexico
&
Mr. Tim Keller
New Mexico State Auditor
Santa Fe, New Mexico

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information, and the budgetary comparisons for the general fund and major special
revenue funds of the Seventh Judicial District Court (District Court), as of and for the year ended June 30, 2017
and the related notes to the financial statements, which collectively comprise the District Court’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

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

4700 Lincoln Rd NE Albuquerque, NM 87109 www.JAGnm.com 505.323.2035
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Honorable Matthew G. Reynolds, Chief Judge
Seventh Judicial District Court
Socorro County Courthouse
&
Mr. Tim Keller
New Mexico State Auditor

An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund and the aggregate remaining fund information,
and the budgetary comparisons for the general fund and major special revenue funds of the District Court as of
June 30, 2017, and the respective changes in financial position and the respective budgetary comparison of the
general fund and major special revenue funds for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 4 through 9 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted
in the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District Court’s basis financial statements. The introductory section, combining and individual
nonmajor fund financial statements, the other supplementary information, as identified in the table of contents
and required by Section 2.2.2 NMAC, is presented is for purposes of additional analysis and is not a required part
of the basic financial statements.



Honorable Matthew G. Reynolds, Chief Judge
Seventh Judicial District Court
Socorro County Courthouse
&
Mr. Tim Keller
New Mexico State Auditor

The combining and individual nonmajor fund financial statements and the additional schedules listed as other
supplementary information in the table of contents and required by Section 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 auditing standards generally accepted in the United States of America. In our opinion, the
combining and individual nonmajor fund financial statements and the schedules listed in the table of contents as
other supplementary information required by Section 2.2.2 NMAC are fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 5, 2017 on our
consideration of the District Court’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the District Court’s internal control over financial reporting and compliance.

g e

Jaramillo Accounting Group LLC (JAG)
Albuquerque, New Mexico
October 5, 2017



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
JUNE 30, 2017

This section of The Seventh Judicial District Court’s (District Court) annual financial report has been prepared by
the management of the District Court and presents a discussion and analysis of the District Court’s financial
performance during the fiscal year that ended June 30, 2017. Please read it in conjunction with the District Court’s
financial statements, which follow this section.

OVERVIEW

The caseload for the District Court during the fiscal year 2017 was 2,230 cases. This is an increase from the
previous fiscal year 2016 of 2,000 cases. In addition to the general operations of the District Court, other programs
include; a Child Support Hearing Officer Program, Domestic Violence Program, Domestic Relations Mediation
Program, and Court Appointed Special Advocate Program, and three Adult Drug Court Programs, which are all
included in the basic financial statements.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Position and the Statement of
Activities provide information about the activities of the Court as a whole. The District Court has no business-type
activities but rather solely supports governmental type activities. For government activities, these statements
reflect how these services were financed in the current year and what remains for future spending. The fund
financial statements report the District Court’s operations in more detail than the government-wide statements
by providing information about the District Court’s most significant funds. The remaining statements provide
financial information about activities for which the District Court acts solely in a fiduciary capacity for monies held
in trust until litigation is completed. Pursuant to state statute, at the end of the fiscal year the District Court held
in trust $236,752 for litigants and $588 to be distributed to other state agencies.

REPORTING THE COURT AS A WHOLE

These statements include all assets and liabilities of the District Court, except for the fiduciary funds, using an
accrual basis of accounting, similar to the accounting used by most private-sector companies. All the current year’s
revenues and expenses are taken into account regardless of when cash is received or paid. The following is a
summary of the financial statements and provides an explanation of the District Court’s net position for the fiscal
years ended June 30, 2017 and 2016.



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
JUNE 30, 2017

Condensed Statements of Net Position:

The District Court does not maintain available funds for future payment of the accrued compensated absences.
The District Court relies on future State appropriations to pay the accrued compensated absences as they come
due.

June 30, 2017 June 30, 2016

Current Assets S 405,313 S 401,790
Capital Assets 230,149 180,798
Total Assets 635,462 582,588
Current Liabilities 196,098 198,263
Compensated Abscences 86,079 79,562
Total Liabilities 282,177 277,825
Net Position
Net Investment in Capital Assets 230,149 180,798
Restricted 209,215 203,527
Unrestricted (Deficit) (86,079) (79,562)
Total Net Position S 353,285 S 304,763

SOURCES OF REVENUE

As previously stated, the District Court serves as an umbrella organization for the administration of several
different activities. Viewed as a whole, the District Court is one program. Sources of revenue for the program for
FY 17 are as follows: State general fund appropriations $2,390,038, (adjusted for reversions) federal pass-through
funds of $255,614 and fees and other revenues $49,263 for total revenue of $2,694,915. Chart A, below, provides
a graphic presentation of revenue sources.

CHART A

Sources of Revenue FY 17
Fees and Other

Revenues
2%
State General Fund Federal Program Funds
Appropriations 9%
89%
State General Fund Appropriations Fees and Other Revenues Federal Program Funds



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
JUNE 30, 2017

EXPENSES

The District Court’s total expenses for FY 17 were $2,709,903 with the following components; Personal Services
and Benefits $2,157,539 or 79% of the total; Contractual Services $314,305 or 12% of the total; Operating Costs
$199,399 or 7% of the total and Depreciation Expenses $38,660 or 2% of the total. Chart B illustrates the expenses
for the fiscal year.

CHART B

Expenses for FY 17

Depreciation \

Expense
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STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
JUNE 30, 2017

The change in net position is derived from the variance between total revenues and total expenditures. The
following summarizes the related information.

Condensed Statements of Activities:
June 30, 2017 June 30, 2016

General Revenue

State General Fund Appropriations S 2,317,200 S 2,500,531
Federal Program Funds 255,614 281,584
Fees and Other Revenues 49,263 29,016
Transfer in From Other State Agency 89,143 -
Reversion (16,305) (12,897)

Total General Revenue 2,694,915 2,798,234
Expenses

Court Regular 2,442,229 2,555,543

Child Support Hearing Officer 265,967 255,775

Mediation 1,707 3,639

Total Expenses 2,709,903 2,814,957
Change in Net Position (14,988) (16,723)
Net Position - Beginning 304,763 321,486
Restatement 63,510 -
Net Position - Beginning (as restated) 368,273 321,486
Net Position - Ending S 353,285 S 304,763




STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
JUNE 30, 2017

BUDGETARY COMPARISONS OF GENERAL FUND

Following is a summary of budget (GAAP Basis) to actual (Budgetary Basis) comparisons for the General Fund
activity for FY 17. An explanation of the major variances follows.

Actual
Original (Budgetary
Budget Final Budget Basis) Variance
Revenue $2,524,164 S 2,452,464 S 2,431,906 $ (20,558)
Expenditures
Personal Services & Benefits 1,979,500 1,908,500 1,897,395 11,105
Contractual Services 406,864 320,164 312,598 7,566
Operating Costs 137,800 223,800 221,913 1,887
Capital Outlay
Total expenditures 2,524,164 2,452,464 2,431,906 20,558

Excess of revenues over expenditures $ - s S

The District Court uses the “budget adjustment request” system to better utilize the budget. A budget increase
and a budget adjustment from personal services and contractual categories to other operating costs were
necessary to assist our district with purchasing furniture and equipment. The District Court attempts to fulfill all
foreseeable expenses through annual budget requests and relies on the New Mexico Legislature to appropriate
accordingly.

There were no major variances between the original budget and final budget and actual results.



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
JUNE 30, 2017

CAPITAL ASSET ACTIVITY FOR FY 17

The following provides a detailed analysis of the change in capital assets for FY 17 and FY 16.

June 30, 2017 June 30, 2016

Deletions
Asset Deletions S - S -
Associated Accumulated Depreciation - -

Additions

Asset Additions 24,500 12,000

Depreciation (38,659) (53,376)
Total Change in Capital Assets $ (14,159) S (41,376)

Additions for Fixed Assets included

Furniture and Fixtures S 24,500 S 12,000
Automobiles - -
Total Additions S 24500 S 12,000

LONG-TERM DEBT ACTIVITY

The District Court’s long-term debt consists of compensated absences that are payable to employees upon
separation from service. The total liability accumulated through June 30, 2017 and 2016 was $86,079 and $79,562,
respectively. Consequently, there was an increase of $6,517 in FY 17.

CURRENTLY KNOWN FACTS

The District Court’s budget has subsequently been decreased by the NM State Legislature by approximately 3%
(571,700) for the General Fund and 17% ($3,900) for the Drug Court Fund.

CONTACTING THE AGENCY’S FINANCIAL MANAGEMENT

This financial report is designed to provide citizens, taxpayers, customers, legislators and creditors with a general
overview of the Court’s finances and to demonstrate the agency’s accountability for the funds it receives. If you
have any questions or need additional information, contact:

The Seventh Judicial District Court
P.O. Drawer 1129
Socorro, NM 87801
(575) 835-0500



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
STATEMENT OF NET POSITION
JUNE 30, 2017

Governmental
Activities
ASSETS
Current Assets
Interest in State Treasurer General Fund Investment Pool S 393,574
Due from other state agencies 11,739
Total current assets 405,313
Noncurrent Assets
Capital assets 800,174
Accumulated depreciation (570,025)
Total noncurrent assets 230,149
Total assets 635,462
LIABILITIES
Current Liabilities
Accounts payable 88,632
Accrued payroll 78,192
Due to other state agency - HSD 29,274
Accrued compensated absences 86,079
Total liabilities 282,177
NET POSITION
Net investment in capital assets 230,149
Restricted 209,215
Unrestricted (86,079)
Total net position S 353,285

See Notes to Financial Statements.
10



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
STATEMENT OF ACTIVITIES
JUNE 30, 2017

Program Revenues Net
Charges for  Operating Revenues
Expenses Services Grants (Expenses)
Functions / Programs
Governmental activities
Judicial
Court Regular S 2,442,229 S 41,868 S - S (2,400,361)
Child Support Hearing Officer 265,967 - 255,614 (10,353)
Mediation 1,707 7,395 - 5,688
Total governmental activities $ 2,709,903 S 49,263 $ 255614 (2,405,026)
Transfers
Transfer - State General Fund appropriation 2,317,200
Transfer - From Other State Agency 89,143
Transfer - Reversion to State General Fund (16,305)
Total transfers 2,390,038
Change in net position (14,988)
Net position, beginning of year 304,763
Restatement 63,510
Net position, beginning of year, as restated 368,273
Net position, end of year S 353,285

See Notes to Financial Statements.
11



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT

BALANCE SHEET

GOVERNMENTAL FUNDS

JUNE 30, 2017

Child Capital
Support Outlay
General Mediation Hearing Project
Fund Fund Officer Fund Fund
(14700) (29400) (52200) (03500) Total
ASSETS
Current Assets
Interestin State Treasurer General Fund
Investment Pool S 156,434 S 58,842 S 178,298 393,574
Due from other state agencies 432 - 11,307 11,739
Total assets S 156,866 $§ 58,842 S 189,605 405,313
LIABILITIES AND FUND BALANCES
Current Liabilities
Accounts payable S 88,503 § - S 129 88,632
Accrued payroll 68,363 - 9,829 78,192
Due to other state agency - HSD - - 29,274 29,274
Total liabilities 156,866 - 39,232 196,098
Fund Balances
Nonspendable - - - -
Restricted for:
General Fund - - - -
Special Revenue - 58,842 150,373 209,215
Capital projects - - - -
Debt Service - - - -
Assigned for designated cash - - - -
Unassigned - - - -
Total fund balances - 58,842 150,373 209,215
Total liabilities and
fund balances $ 156,866 S 58,842 $ 189,605 $ 405,313

See Notes to Financial Statements.
12



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
RECONCILIATION OF THE BALANCE SHEET TO THE STATEMENT OF NET POSITION
GOVERNMENTAL FUNDS
JUNE 30, 2017

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

Fund Balances - Total Governmental Funds S 209,215

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

Capital assets 800,174
Accumulated depreciation (570,025)
Total Capital Assets 230,149

Long-term liabilities, including bonds payable, are not
due and payable in the current period and, therefore,
are not reported in the funds.

Compensated absences (86,079)

Total Net Position S 353,285

See Notes to Financial Statements.
13



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2017

Child Capital
Support Outlay
General Mediation Hearing Project
Fund Fund Officer Fund Fund
(14700) (29400) (52200) (03500) Total
Revenue
Federal pass-through funds S - S - § 255,614 S - § 255,614
Fees 41,868 7,395 - - 49,263
Total revenue 41,868 7,395 255,614 - 304,877
Expenditures
Current
Personal services and employee benefits 1,897,395 - 250,178 - 2,147,573
Contractual services 312,598 1,707 - - 314,305
Operating costs 193,963 - 5,436 - 199,399
Capital outlay 27,950 - - - 27,950
Total expenditures 2,431,906 1,707 255,614 - 2,689,227
Excess (deficiency) of revenues
over (under) expenditures (2,390,038) 5,688 - - (2,384,350)
Other financing sources (uses)
Transfers in from other state agency 89,143 - - - 89,143
State General Fund appropriations 2,317,200 - - - 2,317,200
Reversions - fiscal year 2017 (16,305) - - - (16,305)
Total other financing sources 2,390,038 - - - 2,390,038
Net change in fund balances - 5,688 - - 5,688
Fund balances - beginning of year - 53,154 150,373 - 203,527
Fund balances - end of year $ - § 58842 S 150,373 S - $ 209,215

See Notes to Financial Statements.
14



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2017

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

Net Change in Fund Balances - Total Governmental Funds S 5688

Governmental funds report capital outlays as expenditures. However, in
the statement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is

the amount by which depreciation exceeds capital outlay for the period.

Depreciation expense (38,659)
Capital outlay 24,500

The issuance of long-term debt (e.g., bonds, notes, leases) provides current financial
debt consumes the current financial resources of governmental funds. Neither
transaction, however, has any effect on net position. Also, governmental funds
report the effect of premiums and discounts when debt is first issued, whereas
these amounts are deferred and amortized in the Statement of Activities:

Increase in accrued compensated absences (6,517)

Change in Net Position S (14,988)

See Notes to Financial Statements.
15



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
STATEMENT OF REVENUES EXPENDITURES AND CHANGES IN
FUND BALANCES — BUDGET AND ACTUAL
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2017

Variance with

Variance
Budgeted Amounts Favorable
Original Final Actual Amounts (Unfavorable)
Revenue
State General Fund appropriations S 2,388,900 $12,317,200 S 2,317,200 S -
Federal pass-through funds - - - -
Miscellaneous revenue 51,768 51,768 41,868 (9,900)
Total revenue 2,440,668 2,368,968 2,359,068 (9,900)
Expenditures
Personal services and employee benefits 1,979,500 1,908,500 1,897,395 11,105
Contractual services 406,864 320,164 312,598 7,566
Other costs 137,800 223,800 221,913 1,887
Total expenditures 2,524,164 2,452,464 2,431,906 20,558
Other financing sources (uses)
Transfer in from other state agency 83,496 83,496 89,143 5,647
2017 FY Reversion to State General Fund - - (16,305) (16,305)
Total other financing sources (uses) 83,496 83,496 72,838 (10,658)

Excess of revenues over expenditures - - - -

Net change in fund balances $ - S - - $ -

Reconciliation to GAAP Basis
Adjustments to revenues -
Adjustments to expenditures -

Excess of revenues and other sources

over expenditures (GAAP Basis) S -

See Notes to Financial Statements.
16



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL
CHILD SUPPORT HEARING OFFICER FUND
FOR THE YEAR ENDED JUNE 30, 2017

Variance with

Variance
Budgeted Amounts Actual Favorable
Original Final Amounts (Unfavorable)
Revenue
Federal pass-through funds via HSD transfer S 307,183 § 307,183 § 255,614 § (51,569)
Miscellaneous revenue - - - -
Total revenue 307,183 307,183 255,614 (51,569)
Expenditures
Personal services and employee benefits 281,700 281,700 250,178 31,522
Contractual services 1,500 1,500 - 1,500
Other costs 23,983 23,983 5,436 18,547
Total expenditures 307,183 307,183 255,614 51,569
Other financing sources - - - -
Excess of revenues over expenditures - - - -
Net change in fund balances S - $ - S - S -
Reconciliation to GAAP Basis
Adjustments to revenues -
Adjustments to expenditures -
Excess of revenues and other sources
over expenditures (GAAP Basis) S -

See Notes to Financial Statements.
17



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL
MEDIATION FUND
FOR THE YEAR ENDED JUNE 30, 2017

Variance with

Variance
Budgeted Amounts Actual Favorable
Original Final Amounts (Unfavorable)
Revenue
State General Fund S - S - S - S -
Fees 12,000 12,000 7,395 (4,605)
Total revenue 12,000 12,000 7,395 (4,605)
Expenditures
Personal services and employee benefits - - - -
Contractual services 16,000 16,000 1,707 14,293
Other costs 1,000 1,000 - 1,000
Total expenditures 17,000 17,000 1,707 15,293
Other financing sources - - - -
Excess (deficiency) of revenues
over (under) expenditures (5,000) (5,000) 5,688 10,688
Net change in fund balances S (5,000) S (5,000) 5,688 § 10,688
Reconciliation to GAAP Basis
Adjustments to revenues -
Adjustments to expenditures -
Excess of revenues and other sources
over expenditures (GAAP Basis) S 5,688

See Notes to Financial Statements.
18



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
STATEMENT OF FIDUCIARY NET ASSETS AND LIABILITIES
AGENCY FUNDS
YEAR ENDED JUNE 30, 2017

ASSETS
Cash in banks
State Treasurer Local Government Investment Pool

Total assets
LIABILITIES
Due to State General Fund
Due to State Treasurer

Due to Litigants

Total liabilities

See Notes to Financial Statements.
19

Agency
Funds

230,751
6,589

237,340

547
41
236,752

237,340




STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2017

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Seventh Judicial District Court (District Court) have been prepared in conformity
with accounting principles generally accepted in the United States of America (GAAP) as applied to governmental
units. The Governmental Accounting Standard Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The GASB periodically updates its codification of the
existing Governmental Accounting and Financial Reporting Standards which, along with subsequent GASB
pronouncements (Statements and Interpretations), constitutes GAAP for governmental units. The more significant
of the District Court’s accounting policies are described below.

A. Reporting Entity

In evaluating how to define the District Court for financial reporting purposes, management has considered all
potential component units by applying GASB Statement No. 14, The Financial Reporting Entity. The decision to
include a potential component unit in the reporting entity was made by applying the criteria for including a
potential component unit within the reporting entity. The first criterion for including a potential component unit
within the reporting entity is the governing body’s ability to exercise oversight responsibility. The most significant
manifestation of this ability is financial interdependency. Other manifestations of the ability to exercise oversight
responsibility include, but are not limited to, the selection of governing authority, the designation of management,
the ability to significantly influence operation, and accountability for fiscal matters. A second criterion used in
evaluating potential component units is the scope of public service. Application of this criterion involves
considering whether the activity benefits the District Court, or whether the activity is conducted within the
geographic boundaries of the District Court. A third criterion used to evaluate potential component units for
inclusion or exclusion from the reporting entity is the existence of special financing relationships, regardless of
whether the District Court is able to exercise oversight responsibilities. Based upon the application of these criteria,
included within the reporting entity are all funds and functions under the District Court’s control and responsibility,
which are included in the District Court’s reports to the New Mexico Department of Finance and Administration.
Based on the application of the above criteria, no other activities meet the criteria for inclusion in the reporting
entity; therefore, there are no component units included in these financial statements.

The District Court is an agency of the judicial division of the State of New Mexico and is included in the statewide
Comprehensive Annual Financial Report. These financial statements include only those funds and activities over
which the Seventh Judicial District Court has oversight responsibility.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net Position and the Statement of Activities)
report information on all the non-fiduciary activities of the District Court. For the most part, the effect of interfund
activity has been removed from these statements. Governmental activities, which normally are supported by taxes
and intergovernmental revenues, are reported separately from business-type activities, which rely to a significant
extent on fees and charges for support.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Government-Wide and Fund Financial Statements (Continued)

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment and 2) grants and contributions that
are restricted to meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the latter are
excluded from the government-wide financial statements. Major individual governmental funds are reported as
separate columns in the fund financial statements.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989 generally are
followed in both the government-wide financial statements to the extent that those standards do not conflict with
or contradict guidance of the Governmental Accounting Standards Board. Governments also have the option of
following subsequent private-sector guidance for their business-type activities and enterprise funds, subject to
this same limitation. The District Court has elected not to follow subsequent private-sector guidance.

The accounts of the District Court are organized on a fund basis, 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
assets, liabilities, fund equity, revenues and expenditures. Governmental resources are allocated to and accounted
for in individual funds based upon the purpose for which spending activities are controlled. The following fund
types and account groups are used by the District Court:

GOVERNMENTAL FUNDS

General Fund

The General Fund (SHARE Fund 14700) is the general operating fund of the District Court and is used to account
for all financial resources except those required to be accounted for in another fund. The General Fund is funded
primarily by an appropriation from the State General Fund and any unused funds at the end of the fiscal year revert
back to the State General Fund. The General Fund is always reported as a major fund.

Special Revenue Funds

The Special Revenue Funds account for revenue sources that are legally restricted to expenditures for specific
purposes. No expenditures can be made from the Special Revenue Funds for general operations of the District
Court. The District Court has two Special Revenue Funds.

Child Support Hearing Officer Fund (SHARE Fund 52200). The District Court has entered into an agreement with
the State of New Mexico Human Services Department (HSD) operating through its Child Support Enforcement
Division (CSED) which administers a statewide plan for child support enforcement in compliance with Title IV-D of
the federal Social Security Act. HSD provides funding to the District Court for implementing measures for the use
of child support hearing officers in the adjudication of legal accounts for child support pursuant to NMSA 1978
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Government-Wide and Fund Financial Statements (Continued)

Sec. 40-4B-1. The Child Support Hearing Officer Fund is a non-reverting fund. The Child Support Hearing Officer
Fund is reported as a major fund.

Mediation Fund (SHARE Fund 29400). The Mediation Fund accounts for a domestic relations mediation program
pursuant to section 5 [40-12-5, NMSA, 1978 Compilation] of the Domestic Relations Mediation Act. Deposits to
the fund shall include payments made through the imposition of a sliding fee scale pursuant to Section 5 [40-12-
5, NMSA, 1978 Compilation] of the Domestic Relations Mediation Act and the collection of the surcharge provided
for in Section 6 [40-12-6, NMSA 1978 Compilation] of that act. The Mediation Fund is a non-reverting fund. The
Mediation Fund is reported as a major fund.

Capital Project Fund

The Capital Project Fund (SHARE Fund 03500) accounts for the acquisition of capital assets or construction of major
capital projects not being financed by proprietary or nonexpendable trust funds. The District Court has one Capital
Project Fund. The Capital Project Fund is reported as a major fund. The Court maintains the fund for future capital
projects, though have not utilized the fund since the year ended June 30, 2012.

FIDUCIARY FUNDS

Agency Funds

Agency Funds are used to account for assets held by the District 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 measurements of results of operations. The following two funds are
agency funds of the District Court:

Litigant’s Fund. These monies are amounts collected from persons involved in pending litigation. The District
Court has custody and may invest these monies until refunded and, if not stated, the interest earned is

transferred to the State General Fund.

Court Clerk’s Fund. These monies are collected from individuals filing with the District Court. These monies
are remitted intact to the New Mexico State Treasurer.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The Statement of Net Position and the Statement of Activities display information about the District Court (an
agency of the judicial division of the State of New Mexico) as a whole without displaying individual funds or fund
types. Generally, these statements distinguish between activities that are governmental and those that are
considered business-type activities. The District Court has no business-type activities; therefore, these statements
only reflect governmental activities.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

Government-wide financial statements exclude information about fiduciary funds and component units that are
fiduciary in nature.

The government-wide statements are prepared using the “economic resources” measurements focus and the
accrual basis of accounting. Under this measurement focus, all assets and liabilities (whether current or non-
current, financial or non-financial) associated with their activities are reported. 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 and liabilities resulting from exchange-like
transactions are recognized when the exchange takes place.

Deferred outflows of resources. Deferred outflow of resources is a consumption of net assets by the government
that is applicable to a future reporting period. It has a positive effect on net position, similar to assets.

Deferred inflows of resources. Deferred inflow of resources is an acquisition of net assets by the government that
is applicable to a future reporting period. It has a negative effect on net position, similar to liabilities.

Net position. Net position is the residual of the net effects of assets, deferred outflows of resources, liabilities, and
deferred inflows of resources.

FUND FINANCIAL STATEMENTS

The governmental fund financial statements are prepared using only a “current financial resources” measurement
focus and the modified accrual basis of accounting. Under this focus, only current financial assets and liabilities
are generally included on the balance sheet. The operating statements present sources and uses of available
spendable financial resources during a given period. Governmental funds use fund balance as their measure of
available spendable financial resources at the end of the period. 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 soon enough thereafter
to pay current liabilities. For this purpose, the District Court considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures (including capital outlay) are recorded when
the related fund liability is incurred. A reconciliation is provided with brief explanations to better identify the
relationship between the government-wide statements and the statements for governmental funds.
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
D. Budgets and Budgetary Accounting
The District Court follows these procedures in establishing the budgetary data reflected in the financial statements:

No later than September 1, the Seventh Judicial District Court submits to the Administrative Offices of the Courts
Budget Committee (AOC), the Legislative Finance Committee (LFC), and the Department of Finance and
Administration, State Budget Division (DFA-SBD) an appropriation request for the fiscal year commencing the
following July 1. The appropriation request includes proposed expenditures and the means of financing them.

Appropriation request hearings are scheduled by the AOC. Recommendations are made by the AOC to the
Supreme Court for their approval. The Supreme Court approved appropriation request is then submitted to the
Legislature as the Supreme Court’s recommended appropriation request for the District Court.

Budget hearings are scheduled before the New Mexico House Appropriations and the Senate Finance Committees.
Certain outcomes of these hearings are incorporated into the General Appropriations Act.

The Act is signed into law by the Governor of the State of New Mexico within the legally prescribed time limit with
changes authorized by veto power.

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

Budget control for expenditures is by category of expenditures and to meet legal compliance cannot exceed the
appropriation at the program level (A-Code, P-Code, R-Code and Z-Code).

Formal budgetary integration is employed as a management control device during the fiscal year for the General
Fund, Special Revenue Funds and Capital Project Fund.

Appropriations lapse at the end of the fiscal year except for those amounts properly encumbered for accounts
payable. All unused annual appropriations within the General Fund revert to the State. The Child Support Hearing
Officer Fund and Mediation Fund are Special Revenue Funds and are non-reverting funds.

During fiscal year 2005 the General Appropriation Act of 2004 established the modified accrual basis of accounting
as the budgetary basis of accounting for the encumbrances at the end of the fiscal year 2005. However, only valid
encumbrances (those paid within the deadline set by DFA) are included in the budgetary statements. In addition,
the budgetary financial statements include the purchase of capital assets as budgetary expenditures and omit
expenditures that are not expected to be paid out of available financial resources. Budgetary financial statements
omit revenue included in accounts receivable that is not expected to be received within 60 days following the end
of the fiscal year. Thus, budgetary comparisons presented in the report for the fiscal year are on the modified
accrual basis of accounting. For comparison to the legally adopted budget, revenues and expenditures were
adjusted to the budgetary basis.
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E. Encumbrances
Encumbrances follow the modified accrual basis of accounting. Outstanding valid encumbrances are classified as
accounts payable if they are normally paid before 30 days after the end of the fiscal year. After this deadline, the
agency may still make the expenditure for a prior year accounts payable; however, they must first obtain DFA’s
permission to pay prior year bills. “Permission to pay prior year bills” is a penalty under law for not paying bills
timely. It penalizes an agency by mandating that they charge an expenditure of one fiscal year to the subsequent
fiscal year’s budget.
F. Inventory
The cost of office supply inventory items is recorded as expenditures at the time they are purchased.
G. Accrued Annual Leave

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

Hours Earned

Years of Service per Pay Period
1 month - 3 yrs 4.62
3yrs-7yrs 5.54
7 yrs - 14 yrs 6.46
Over 14 yrs 7.39

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

Accrued compensated absences payable for accumulated annual leave totaled $86,079 at June 30, 2017 and
$79,562 at June 30, 2016. Accrued annual leave is recorded as a liability and net changes are recorded as an
expenditure in the government-wide financial statements. The fund financial statements and budgetary
comparison reports only recognize the compensated absences when payments are made to employees.

H. Accrued Sick Leave

Chapter 150, Laws of 1983 provides for the payment to employees for accumulated sick leave under certain
conditions. Employees who have over 600 hours of accumulated sick leave can receive payment for the hours over
600 up to 120 hours in a fiscal year. However, the sick leave will be paid at fifty percent of the employee’s regular
hourly wage. At retirement, employees can receive fifty percent payment for up to 400 hours for the hours over
600 hours of accumulated sick leave. Employees who terminate receive no payment for accumulated sick leave.
Therefore, the only sick leave which has been accrued represents the hours earned at the end of the fiscal year
over 600 hours. Expenditures for accumulated sick pay for hours under 600 hours will be recognized as employees
take such absences. Accrued vested sick pay is recorded as a liability and net changes are recorded as an expend-
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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
H. Accrued Sick Leave (Continued)

ture in the government-wide financial statements. For fund financial statements and budgetary reporting, the
expenditure is only recognized when payments are made to employees. The District Court had two employees
with accumulated sick leave in excess of 600 hours. Accrued sick leave in excess of 600 hours amounted to $2,785
at June 30, 2017 and $2,156 at June 30, 2016.

I Capital Assets

In the government-wide financial statements, fixed assets are accounted for as capital assets. All capital assets are
valued at historical cost, or estimated historical cost if actual is unavailable, except for donated capital assets are
recorded at their estimated fair value at the date of donation. In accordance with Section 12-6-10 NMSA 1978,
capital assets with a value exceeding $5,000 are capitalized 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:

Automotive 7 years
Equipment and Machinery 7 years
Furniture and Fixtures 7 years
Software 7 years

In the fund financial statements and budgetary comparisons, capital assets used in governmental fund operation
are accounted for as capital outlay expenditures of the governmental fund upon acquisition.

The District Court’s library is held for education and research, protected, kept unencumbered, preserved, and
consists of all individual items with a value less than the capitalization threshold. Therefore, the library is not
reported as a capital asset.

J. Intergovernmental Receivables and Unearned Revenue

Intergovernmental Receivables include amounts due from grantors for grants for specific programs and capital
projects. Program grants and capital grants are recorded as receivables and revenues at the time reimbursable
projects costs are incurred. Revenues received in advance of project costs being incurred would be Unearned
Revenue.

K. Due to State General Fund for Reversions
State General Fund appropriations are reverting appropriations and special revenue funds revenues are non-
reverting. State General Fund appropriations that are not encumbered at year end and are not spent by August

31 following the year-end are considered reverting. Reverting amounts are recorded as a payable to the State
General Fund and as an “other financing use” at year-end.
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L. Cost of Operations Not Included in Statements

The local Counties provide the cost of building space and related expenses to the District Court.
M. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

N. Net Position or Fund Equity

Governmental Funds

Governmental funds report fund balance classifications that comprise a hierarchy based primarily on the extent
to which the government is bound to honor constraints on the specific purposes for which amounts in those funds
can be spent.

In the governmental financial statements, fund balance is classified and is displayed in five components:

Nonspendable: Consists of amounts that cannot be spent because they are either (a) not in spendable form
of (b) legally or contractually required to be maintained intact.

Restricted: Consists of amounts that are restricted to specific purposes as a result of (a) externally imposed
by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other
governments; or (b) imposed by law through constitutional provisions or enabling legislation.

Committed: Consist of amounts that can only be used for specific purposes pursuant to constraints imposed
by formal action of the government’s highest level of decision-making authority. Those committed amounts
cannot be used for any other purpose unless the government removes or changes the specified use by taking
the same type of action (for example, legislation, resolution, ordinance) it employed to previously commit
those amounts.

Assigned: Consist of amounts that are constrained by the government’s intent to be used for specific purposes,
but are neither restricted nor committed. Intent should be expressed by (a) the governing body itself or (b) a
body (a budget or finance committee, for example) or official to which the governing body has delegated the
authority to assign amounts to be used for specific purposes.

Unassigned: Represents fund balance that has not been assigned to other funds and that has not been
restricted, committed, or assigned to specific purposes within the general fund.
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N. Net Position or Fund Equity (Continued)

Government-Wide
In the government-wide financial statements, fund equity is classified as net position and is displayed in three
components:

1. Net investment in capital assets. Consists of capital assets net of accumulated depreciation and reduced by
any outstanding debt. The District Court has no outstanding debt relating to capital assets.

2. Restricted net positions. Consists of net position 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 provisions or enabling legislation.

3. Unrestricted net position. Includes all other net positions that do not meet the definition of “restricted” or
“invested in capital assets, net or related debt”.

Use of Restricted and Unrestricted Resources. When both restricted and unrestricted resources are available for
use, it is the District Court’s policy to use the restricted resources first. Then unrestricted resources are used as
needed.

NOTE 2. RETIREMENT PLAN - PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

GASB 68 - Financial Reporting and Disclosure for Multiple-Employer Cost Sharing Pensions Plans by Employers
As required by Governmental Accounting Standards Board Statement No. 68, Accounting and Financial Reporting
of Pensions, the State of New Mexico has implemented the standard for the fiscal year ending June 30, 2017. The
District Court, as part of the primary government of the State of New Mexico, is a contributing employer to a cost-
sharing multiple employer defined benefit pension plan administered by the Public Employees Retirement
Association (PERA). Disclosure requirements for governmental funds apply to the primary government as a whole
and, as such, this information will be presented in the Component Appropriation Funds Annual Financial Report
(General Fund) and the Comprehensive Annual Financial Report (CAFR) of the State of New Mexico.

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

NOTE 3. RETIREMENT PLAN - JUDICIAL BRANCH

All the District Court Judges participate in defined benefit contributory retirement plans through the Judicial
Retirement Act (JRA). Information pertaining to the actuarially computed present value of vested accumulated
plan benefits and non-vested accumulated plan benefits, the plan’s net assets available for benefits and the
assumed rate of return used in computing the present value, and ten-year historical trend information presenting
JRA’s progress in accumulating sufficient assets to pay benefits when due, is not available by individual government
agencies participating in the plan. Actuarial pension data for the State of New Mexico, as employer, is provided at
the state-wide level in a separately issued audit report of the JRA.
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NOTE 3. RETIREMENT PLAN - JUDICIAL BRANCH (CONTINUED)

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

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

Retirement Eligibility

Any person who attains the age of sixty-four years while occupying the office of judge or justice, and who, upon
retirement there from, has served as a judge or justice in any combination for net less than five years, continuously
or otherwise, and has ceased to hold office by reason of expiration of his term or voluntary resignation shall receive
his vested retirement allowance, payable in monthly installment from the judicial retirement fund during the
remainder of his life.

Any person who attains the age of sixty-four years while in one of such offices and who, upon retirement there
from, has served as a judge or justice in any combination for not less than fifteen years, continuously or otherwise,
and has ceased to hold office by reason of expiration of his term or voluntary resignation, shall receive his vested
retirement allowance during the remainder of his life, payable in monthly installments from the judicial retirement
fund.

Funding Policy

Judges, while in office, contribute 10.5% of their gross salary to the member contribution fund. The District Court
contributes 15.0% of the member’s gross salary and remits $38.00 of each civil case docket fee paid into the
Judge’s Retirement Fund. The District Court contributed $51,360 and remitted $32,612 in filing fees to the plan
during the year ended June 30, 2017 and the judges contributed $35,952 for a total contribution of $119,924.

The payroll covered by JRA for the year ended June 30, 2017 was $339,217.

NOTE 4. DEFERRED COMPENSATION

The State of New Mexico offers state and 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 a portion of their salary until future years. The deferred compensation is not available
to employees until termination, retirement, death or unforeseeable emergency.
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All amounts of compensation deferred under the plan, all property and rights purchased with those amounts, and
all income attributable to those amounts, property or rights are held in Trust by the State of New Mexico for the
benefit of the participants. The Seventh Judicial District Court and the State of New Mexico do not make any
contributions to the Deferred Compensation Plan. All contributions withheld from participants by the Seventh
Judicial District Court have been paid to the New Mexico Public Employees Retirement Association, which
administers the plan.

NOTE 5. POST-EMPLOYMENT BENEFITS — STATE RETIREE HEALTH CARE PLAN

Plan Description. The District Court contributes to the New Mexico Retiree Health Care Fund, a cost-sharing
multiple employer defined benefit postemployment healthcare 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
also authorized to designate optional and/or voluntary benefits like dental, vision, supplemental life insurance,
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 eligible employer during that period of time made contributions as a participant in the RHCA plan on the
person’s behalf, unless that person retires before the employer’s RHCA 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.

Funding Policy. The Retiree Health Care Act (Chapter 10, Article 7C, NMSA 1978) authorizes the 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 premiums to cover their claims and
the administrative expenses of the plan. The monthly premium rate schedule 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 on a monthly basis.
The statutory requirements for 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.
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NOTE 5. POST-EMPLOYMENT BENEFITS — STATE RETIREE HEALTH CARE PLAN (CONTINUED)

The Act (Section 10-7C-15, NMSA 1978) is the 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 member cover plans 3, 4, or 5;
municipal fire member cover plan 3, 4, or 5; municipal detention officer member coverage plan 1; and members
pursuant to the Judicial Retirement Act) during the fiscal year ended June 30, 2017, the statutes required each
participating employer to contribute 2.50% of each participating employee’s annual 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, 2017, the statute required each participating employer to
contribute 2.00% of each participating employee's annual salary; and each participating employee was required
to contribute 1.00% of their salary.

The District Court’s contributions to the RHCA for the years ended June 30, 2017, 2016 and 2015 were $30,838,
$30,860, and $29,488, respectively, which equal the required contribution for each year.

NOTE 6. RECONCILIATION BETWEEN GOVERNMENT-WIDE, FUND, AND BUDGETARY

General Fund Mediation Child Support Total

Revenue
Government-wide S 2,431,906 S 7,395 S 255,614 S 2,694,915
Less A/R not received within 60 days - - - -
Fund revenues and sources 2,431,906 7,395 255,614 2,694,915

Deferred revenue - - - -

Budgetary revenue S 2,431,906 S 7,395 $§ 255,614 S 2,694,915
Expenses

Government-wide S 2,442,229 S 1,707 S 265,967 S 2,709,903
Plus: Capital Asset Additions 24,500 - - 24,500
Less: Capital Asset Deletions - - - -
Less: Depreciation Expense (32,736) - (5,923) (38,659)
Changes in Accrued Compensated -
Absences (2,087) - (4,430) (6,517)
Fund expenditures 2,431,906 1,707 255,614 2,689,227

Non-budgeted expenditures - - - ;

Budgetary expenses S 2,431,906 S 1,707 S 255,614 S 2,689,227
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Appropriations from the State General Fund and other general fund monies are held by the State Treasurer as an
Interest in the State Treasurer General Fund Investment Pool. The District Court deposits the Court Clerk’s funds
directly into an interest-bearing bank account in the name of the State Treasurer’s Office. The District Court’s
litigant’s fund accounts are held by private financial institutions and in the State of New Mexico Local Government
Investment Pool (LGIP) in the name of the State Treasurer and the name of the Seventh Judicial District Court.

State General Fund Investment Pool

For cash management and investment purposes, funds of various state agencies are deposited in the State General
Fund Investment Pool (the Pool), which is managed by the Office of the New Mexico State Treasurer. Claims on the
Pool are reported as assets by the various agencies investing in the Pool.

The District Court has cash reconciliation policies and procedures in place which are performed on a monthly
basis to ensure that the agency’s cash balances in the pool, in SHARE are correct and to mitigate the risk that the
District Court’s cash balances in the pool, would not be misstated as of June 30, 2017.

The following is a schedule of the District Court’s governmental funds interest in the State Treasurer General
Fund Investment Pool.

Interest in the State Treasurer General SHARE Investment

Fund Investment Pool Agency Fund Fair Value Maturities Less
General Fund 23700 14700 S 156,434 S 156,434
Capital Projects Fund 23700 03500 - -
Child Support Hearing Officer Fund 23700 52200 178,298 178,298
Mediation Fund 23700 29400 58,842 58,842
Total Governmental Funds S 393,574 S 393,574
Agency Funds

The State Treasurer Local Government Investment Pool is not SEC Registered. Section 6-10-10 |, NMSA 1978,
empowers the State Treasurer, with the advice and consent of the State Board of Finance, to invest money held in
the short-term investment funds in the securities that are issued by the United States government or by its
departments or agencies and are either backed by the full faith and credit of the United States government or are
agencies sponsored by the United States government. The Local Government Investment Pool investments are
monitored by the same investment committee and the same policies and procedures that apply to all other state
investments. The pool does not have unit shares; at the end of each month all interest earned is distributed by
the State Treasurer to the contributing entities in the amounts of the fund were invested. Any realized gain or loss
on the portfolio is distributed through the investment yield on distribution dates. The carrying amount of the
portfolio approximates the fair value of all investments at June 30, 2017. The State of New Mexico is regulatory
oversight entity and participation in the pool in voluntary.
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Interest rate risk is the risk that interest rate variations may adversely affect an investment’s fair value. The prices
of securities fluctuate with market interest rate and the securities held in a portfolio will decline if market interest
rates rise. The portfolio’s weighted average maturity (WAM) is a key determinant of the tolerance of a fund’s
investments to rising interest rates. At June 30, 2017, the District Court’s investment of New MexiGROW LGIP had

a credit risk rating of AAAm and the WAM (R) was 58 days and the WAM (F) was 106 days.

The following is a schedule of the District Court’s Agency Funds cash and investment balances.

Deposits Outstanding Reconciled

Bank Balance in Transit Checks Balance
First State Bank Checking S 23,647 S - S - S 23,647
First State Bank Checking 54,835 - 54,835
Wells Fargo Bank Checking 97,319 - - 97,319
Bank of the Southwest Checking 54,950 - - 54,950
Total cash in banks 230,751 - - 230,751
State Treasurer LGIP 277 - - 277
State Treasurer LGIP 699 - - 699
State Treasurer LGIP 27 - - 27
State Treasurer LGIP 716 - - 716
State Treasurer LGIP 203 - - 203
State Treasurer LGIP 1,212 - - 1,212
State Treasurer LGIP 8 - - 8
State Treasurer LGIP 1,404 - - 1,404
State Treasurer LGIP 894 - - 894
State Treasurer LGIP 602 - - 602
Bank of the Southwest Checking 547 - - 547
Total State Treasurer accounts 6,589 - - 6,589
Total Agency Funds S 237,340 S - S - § 237,340

Section 6-10-16, NMSA 1978 Compilation states that no security is required for the deposit of public money that
is insured by the FDIC. One half of public money in excess of the FDIC coverage must have pledged collateral.
Deposits are exposed to custodial credit risk if they are not covered by depository insurance and the deposits are
(a) uncollateralized, (b) collateralized with securities held by the pledging financial institution or, (c) collateralized
with securities held by the pledging financial institution’s trust department or agent, but not in the depositor -
government’s name. Custodial credit risk is the risk that in the event of a bank failure, the government’s deposits
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may not be returned to the government. The Seventh Judicial District Court’s deposits were all fully insured by
the FDIC and therefore did not have any custodial credit risk.

The District Court may invest in the following type of investments: (1) Securities of the United States Government;
(2) Obligations of the State of New Mexico or any county, municipality, or school district within the State of New
Mexico. The District Court did not make any investments during the fiscal year.

The collateral categories below represent only those deposits held by the District Court, in trust for other parties,
and do not include deposits of the District Court’s funds held by the State Treasurer. The collateralization of the
District Court’s funds held by the State Treasurer is monitored by the State Treasurer’s Office. The State Treasurer
issues separate financial statements that disclose the collateral pledged to secure those deposits.

At June 30, 2017, the Seventh Judicial District Court’s agency funds had the following bank accounts:

First State Wells Fargo Bank of the
Bank Bank Southwest Total

Total amounts of deposits S 78482 $ 97,319 S 54,950 S 230,751
FDIC coverage (78,482) (97,319) (54,950) (230,751)

Total uninsured public funds - - - -

Pledged collateral held by pledging bank's trust
department or agent but no in agency's name - - - -

Collateral requirement: 50% uninsured public funds
Pledged Security - - - -

Total under (over) collateralized $ - S - S - S -

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of a bank failure, the District
Court’s deposits may not be returned to it. The District Court does not have a deposit policy for custodial credit
risk, other than following state statutes as put forth in the Public Money Act (Section 6-10-1 to 6-10-63, NMSA
1978). At June 30, 2017, the carrying amount of these deposits was $230,751.
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NOTE 8. DUE FROM OTHER STATE AGENCIES

At June 30, 2017, the following amounts were due from other state agencies

Due From To

Business Unit  Fund  Business Unit Fund Amount Purpose

63000 05200 23700 52000 $11,307 A
21800 13900 23700 14700 432 B
$11,739

A) These funds are due from the New Mexico Human Services Department to account for the June 2017
reimbursable costs of the Child Support Hearing Officer.

B) These funds are due from the State of New Mexico Administrative Office of the Courts to account for the June
2017 reimbursable costs of the Drug Court.

NOTE 9. DUE TO OTHER STATE AGENCIES

Governmental Funds

The District Court entered into an agreement with the State of New Mexico Human Services Department (Business
Unit 63000) operating through its Child Support Enforcement Division (CSED), which administers a program for
child support enforcement in compliance with Title IV-D of the federal Social Security Act. Program funds are
recorded as receivables and revenue at the time reimbursable program costs are incurred. Unused program funds
are due back to HSD and are recorded as a payable as of June 30:

2006 S 7,026
2007 14,401
2008 1,693
2009 (1,272)
2010 3,355
2011 4,201
2012 (11,989)
2013 11,859
Total Unused Program Funds due back to HSD as of June 30,2017 S 29,274

Agency Funds

Due to State General Fund for the collection of court costs held in trust, to be remitted as of June 30, 2017,
amounted to $547. Due to State Treasurer for the interest earned on litigant funds not designated by statute on
court order, to be remitted to the State Treasurer as of June 30, 2017, amounted to $41.
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General Fund (14700)
Contractual Services
Other Operating

Total

Child Support Hearing Officer Fund (52200)
Other Operating

Mediation Fund (29400)
Contractual Services

Total Encumbrances

JUNE 30, 2017

Total Amounts Not Budgetary
Encumbrance Paid Within Basis
& Accounts DFA Time Encumbrance
Payable Limits & Accounts
S 35,525 S - S 35,525
52,978 - 52,978
88,503 - 88,503
129 - 129
S 88,632 S - S 88,632
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NOTE 11. CAPITAL ASSETS

A summary of changes in capital assets and accumulated depreciation is as follows:

General Fund (Fund 14700)
Capital Assets
Furniture, Fixtures, Equipment
Automotive

Accumulated Depreciation
Furniture, Fixtures, Equipment
Automotive

Total Capital Assets, Net

CSHO Fund (Fund 52200)
Capital Assets
Furniture, Fixtures, Equipment
Automotive

Accumulated Depreciation
Furniture, Fixtures, Equipment
Automotive

Total Capital Assets, Net

All Funds
Capital Assets
Furniture, Fixtures, Equipment
Automotive

Accumulated Depreciation

Furniture, Fixtures, Equipment
Automotive

Grand Total, Capital Assets, Net

June 30, (Restated) June 30,
2016 Restatement June 30,2016 Additions Deletions 2017

$509,080 S - S 509,080 $ 24,500 S - $§ 533,580
177,735 - 177,735 - - 177,735
686,815 - 686,815 24,500 - 711,315
(384,869) 9,932 (374,937)  (14,045) - (388,982)
(149,106) 51,874 S (97,232) (18,691) - (115,923)
(533,975) 61,806 (472,169)  (32,736) - (504,905)
152,840 61,806 214,646 (8,236) - 206,410
71,201 - 71,201 - - 71,201
17,658 - 17,658 - - 17,658
88,859 - 88,859 - - 88,859
(58,171) 1,707 (56,464) (3,401) - (59,865)
(2,730) (3) (2,733) (2,522) - (5,255)
(60,901) 1,704 (59,197) (5,923) - (65,120)
27,958 1,704 29,662 (5,923) - 23,739
580,281 - 580,281 24,500 - 604,781
195,393 - 195,393 - - 195,393
775,674 - 775,674 24,500 - 800,174
(443,040) 11,639 (431,401) (17,446) - (448,847)
(151,836) 51,871 (99,965)  (21,213) - (121,178)
(594,876) 63,510 (531,366) (38,659) - (570,025)
$180,798 $ 63,510 $ 244308 S (14,159) $ - $ 230,149
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Depreciation expense was charged to functions as follows:

General Fund S 32,736
CSHO Fund 5,923
Total depreciation expense S 38,659

NOTE 12. CHANGES IN COMPENSATED ABSENCES

A summary of changes in compensated absences is as follows:

Amount due
within one
2016 Additions Deletions 2017 year
General Fund (Fund 14700)
Annual Leave S 67,461 S 75588 S (74,129) $ 68,920 S 68,920
Accrued Sick Leave 2,156 52,639 (52,011) 2,784 2,784
Total Compensated Absences 69,617 128,227 (126,140) 71,704 71,704
CSHO Fund (Fund 52200)
Annual Leave 9,945 14,459 (10,029) 14,375 14,375
Accrued Sick Leave - - - - -
Total Compensated Absences 9,945 14,459 (10,029) 14,375 14,375
All Funds
Annual Leave 77,406 90,047 (84,158) 83,295 83,295
Accrued Sick Leave 2,156 52,639 (52,011) 2,784 2,784
Grand Total Compensated Absences S 79,562 S 142,686 S (136,169) $ 86,079 S 86,079

Accrued compensated absences are maintained on a first earned, first used method; therefore, it is expected that
all the accrued compensated absences as of the end of the fiscal year will be used within one year. It is also
anticipated that all compensated absences will not all be used within the same year as they were earned. The
District Court does not maintain available funds in the General Fund for future payment of these accrued
compensated absences a relies on future State Appropriations to fund the accrued compensated absences as they
come due.

NOTE 13. INTERAGENCY TRANSFERS

SHARE Fund # Title Transfer In Transfer Out
85300 NM Department of Finance and Administration (A) S 2,317,200 S -
13900 NM Administrative Office of the Courts-CASA (B) 89,143 -

Total Interagency Transfers S 2,406,343 S -

(A) General Fund Appropriation, Laws 2016, Second Session, Chapter 11, Section 4
(B) CASA Program Appropriation, Laws 2016, Second Session, Chapter 11, Section 4
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NOTE 14. RISK MANAGEMENT

The District Court is exposed to various risk of loss related to torts; theft of, damage to, or destruction of assets;
errors and omissions; injuries to employees or others; or acts of God. The District Court is insured through Risk
Management Division of the General Services Department, which is accounted for as an internal service fund of
the State of New Mexico. In general, Risk Management Division responds to suits against the state and state
agencies; manages fund to provide unemployment compensation, tort liability insurance, workman’s
compensation, and general and property insurance, and attempts to reduce the number of suits against the state
and state agencies through the risk management process. The actuarial gains and losses of Risk Management
Division were not available and are not included in this report. However, the District Court would not be liable for
more than the annual premiums. The District Court pays annual premiums to the Risk Management Division for
coverage provided in the following areas:

1. Liability and civil rights protection for claims made by others against the state of New Mexico.
2. Coverage to protect the state of New Mexico’s property and assets.
3. Fringe benefit coverages for State of New Mexico employees.

The District Court’s exposure is limited to $1,000 per any first-party incurred property loss, with the exception of
theft, which has a $5,000 deductible. After conferring with legal counsel concerning pending litigation and claims,
there are no known or threatened legal proceedings involving material matters to which the District Court is a
party and/or believes that the outcome of pending litigation would have a materially adverse effect on the
financial position or operations of the District Court. In addition, for the years ended June 30, 2017, 2016, and
2015, the District Court had no claims for which the Risk Management Division has returned as “not covered”
that would become the responsibility of the District Court.

NOTE 15. RESTATEMENT OF BEGINNING NET POSITION — STATEMENT OF ACTIVITIES

The District Court restated beginning accumulated depreciation balances due to certain calculation errors in prior
periods. The restatement affects the beginning net position in the Statement of Activities as follows:

As Originally
reported Restatement As Restated
Beginning Net Position
Statement of Activities S 304,763 S 63,510 S 368,273

Further detail as to the effect of the restatement on accumulated depreciation by asset category is presented in
Note 11.
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Socorro-  Torrance Sierra
Catron County County County
Litigant's  Litigant's Litigant's Clerk's
Fund Fund Fund Fund Total
Assets
Cash in banks S 78,484 S 97,318 $§ 54949 S - $ 230,751
Cash on Deposit - State Treasurer 4,875 55 1,112 547 6,589
Total assets S 83359 S 97,373 $§ 56,061 S 547 S 237,340
Liabilities
Due to General Fund S - S - S - S 547 S 547
Due to State Treasurer 25 4 12 - 41
Deposits held for Litigants 83,334 97,369 56,049 - 236,752
Total liabilities S 83359 S 97373 $ 56,061 S 547 S 237,340
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SOCORRO - CATRON
LITIGANT'S FUND

Assets
Cash in banks
Cash on Deposit - State Treasurer

Total assets
Liabilities

Due to State Treasurer
Deposits held for Litigants

Total liabilities

TORRANCE COUNTY
LITIGANT'S FUND

Assets
Cash in banks
Cash on Deposit - State Treasurer

Total assets
Liabilities
Due to State Treasurer

Deposits held for Litigants

Total liabilities

STATE OF NEW MEXICO

SEVENTH JUDICIAL DISTRICT COURT
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS AND LIABILITIES

AGENCY FUNDS
JUNE 30, 2017
June 30, June 30,
2016 Additions Deductions 2017
S 71,68 S 60,483 S (53,682) 78,484
1,407 3,468 - 4,875
S 73,000 S 63,951 S (53,682) 83,359
S 16 S 51 S (42) 25
73,074 63,900 (53,640) 83,334
S 73,000 S 63,951 S (53,682) 83,359
S 52,668 S 156,378 S (111,728) 97,318
78,964 131 (79,040) 55
S 131,632 S 156,509 S (190,768) 97,373
S - S 8 S (4) 4
131,632 156,501 (190,764) 97,369
S 131,632 S 156,509 S (190,768) 97,373
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June 30, June 30,
2016 Additions Deductions 2017
SIERRA COUNTY
LITIGANT'S FUND
Assets
Cash in banks S 66,947 18,656 S (30,654) 54,949
Cash on Deposit - State Treasurer 16,205 31 (15,124) 1,112
Total assets S 83,152 18,687 S (45,778) 56,061
Liabilities
Due to State Treasurer S 10 33 S (31) 12
Deposits held for Litigants 83,142 18,654 (45,747) 56,049
Total liabilities S 83,152 18,687 S (45,778) 56,061
TOTAL LITIGANT'S FUND
Assets
Cash in banks S 191,298 235,517 S (196,064) 230,751
Cash on Deposit - State Treasurer 96,576 3,630 (94,164) 6,042
Total assets $ 287,874 $ 239,147 $ (290,228) $ 236,793
Liabilities
Due to State Treasurer S 26 92 S (77) 41
Deposits held for Litigants 287,848 239,055 (290,151) 236,752
Total liabilities S 287,874 239,147 S (290,228) 236,793
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June 30, June 30,
2016 Additions Deductions 2017
COURT CLERK'S FUND
Assets
Cash on Deposit - State Treasurer
Socorro & Catron Counties S - S 44964 S (44,964) S -
Torrance County - 49,471 (49,471) -
Sierra County 1,207 40,449 (41,109) 547
Total assets S 1,207 S 134,884 S (135,544) S 547
Liabilities
Due to State General Fund S 1,207 S 134,884 S (135,544) $ 547
Total liabilities $ 1,207 S 134,884 S (135,544) $ 547
TOTAL AGENCY FUNDS
Assets
Cash in banks S 191,298 S 235,517 S (196,064) $ 230,751
Cash on Deposit - State Treasurer 97,783 138,514 (229,708) 6,589
Total assets S 289,081 S 374,031 S (425,772) S 237,340
Liabilities
Deposits held for Litigants S 287,848 S 239,055 S (290,151) $ 236,752
Due to State General Fund 1,207 134,884 (135,544) 547
Due to State Treasurer 26 92 (77) 41
Total liabilities S 289,081 S 374,031 S (425,772) $ 237,340
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JARAMILLO ACCOUNTING GROUP

AUDIT, FRAUD, CONSULTING
www.JAGnm.com

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

Honorable Matthew G. Reynolds, Chief Judge
Seventh Judicial District Court

Socorro County Courthouse

Socorro, New Mexico

&

Mr. Tim Keller

New Mexico State Auditor

Santa Fe, 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 accompanying financial statements of the governmental activities,
each major fund, and the aggregate remaining fund information, and the budgetary comparisons of the general
fund and major special revenue funds of the Seventh Judicial District Court (District Court), as of and for the year
ended June 30, 2017 and the related notes to the financial statements, which collectively comprise the District
Court’s basic financial statements and have issued our report thereon dated October 5, 2017.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District 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 District Court’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the District Court’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the 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, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

4700 Lincoln Rd NE Albuquerque NM 87109 www.JAGnm.com 505.323.2035
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Honorable Matthew G. Reynolds, Chief Judge
Seventh Judicial District Court
Socorro County Courthouse
&
Mr. Tim Keller
New Mexico State Auditor

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not
identified. Given these limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. We did identify certain deficiencies in internal control, described in the
accompanying schedule of findings and responses that we considered to be significant deficiencies as items 2017-
001 and 2017-002.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Court’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed
instances of noncompliance or other matter that is required to be reported under Government Auditing Standards,
items 2017-001 and 2017-002.

The District Court’s Response to Findings

The District Court’s responses to the findings identified in our audit is described in the accompanying schedule of
findings and responses. The District Court’s response was not subjected to the auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on it.

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’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the District Court’s internal control and compliance. Accordingly, this communication is
not suitable for any other purpose.

Jaramillo Accounting Group LLC (JAG)
Albuquerque, New Mexico
October 5, 2017
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46

Resolved



STATE OF NEW MEXICO
SEVENTH JUDICIAL DISTRICT COURT
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2017

2017-001 CONTROLS OVER GAS CARD TRANSACTIONS
TYPE OF FINDING: Significant Deficiency and Non-Compliance

CONDITION

During our testing of gas card transactions, we noted in our sample of 5 WEX gas card monthly transactions
(totaling $6,435), there were gas purchases (totaling $599) without receipts available for our testing. In one
instance, for one vehicle, an envelope with receipts for almost the entire year were missing. Additionally, we
noted in our sample of 4 of 41 transactions that mileage entries at the gas pumps were entered incorrectly. For
example, one ending odometer reading was 114,487, but the WEX statement showed 14,487.

CRITERIA

According to the Office of the NM State Auditor’s Risk Advisory Regarding Internal Controls Over Travel and Per
Diem and Gas Card Expenditures, dated June 11, 2013, “Each agency should design and implement internal
controls to ensure all gas card purchases are in compliance with state regulations, including 1.5.3.19, 1.5.3.20 and
1.5.4.12 NMAC. Further, each agency should implement a monitoring process that is geared towards identifying
potential unallowed purchases.”

Auditing standards provide that it is the responsibility of management to ensure that agencies have sound internal
structure. Statement of Auditing Standards (SAS) Codification (AU) Section 110, paragraph .03, explains that it is
management's responsibility to adopt sound accounting policies and to establish and maintain internal control
that will, among other things, initiate, authorize, record, process, and report transactions (as well as events and
conditions) consistent with management's assertions embodied in the financial statements. SAS AU 316
paragraph .04 states that "Management, along with those charged with governance, should set the proper tone;
create and maintain a culture of honesty and high ethical standards; and establish appropriate controls to prevent,
deter, and detect fraud. When management and those charged with governance fulfill those responsibilities, the
opportunities to commit fraud can be reduced significantly." Statement on Auditing Standards, SAS AU 325,
paragraph 3 provides that "internal control is a process effected by those charged with governance, management,
and other personnel, designed to provide reasonable assurance about the achievement of the entity's objectives
with regard to reliability of financial reporting, effectiveness and efficiency of operations, and compliance with
applicable laws and regulations."

Any violation of law or good accounting practice including instances of noncompliance or internal control
weaknesses must be reported as an audit finding per Section 12-6-5 NMSA 1978. Pursuant to GAGAS 4.23,
"auditors should communicate in the report on internal control over financial reporting and compliance, based
upon the work performed: significant deficiencies and material weaknesses in internal control; instances of fraud
and noncompliance with provisions of laws or regulations that have a material effect on the audit and any other
instances that warrant the attention of those charged with governance; noncompliance with provisions of
contracts or grant agreements that has a material effect on the audit; and abuse that has a material effect on the
audit."
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2017-001 CONTROLS OVER GAS CARD TRANSACTIONS (CONTINUED)

EFFECT
Without strong internal controls monitoring gas card transactions, the District Court is more exposed to the risk of
loss or theft of assets.

CAUSE
The District Court did not have certain internal controls and accountability in place to ensure that all transactions
are entered accurately and that receipts are reviewed and maintained on-file.

RECOMMENDATION

We recommend that the District Court implement policies and procedures and monitor their effectiveness to
ensure that the District Court remains in compliance with all elements of the gas card requirements and internal
controls over those requirements.

MANAGEMENT RESPONSE

Corrective Action: In the future, the District Court will ensure that mileage is entered accurately and receipts are
reviewed, tracked and reconciled in accordance with all applicable statutes, regulations, and policies and
procedures.

Timeline/Due date of Completion: The District Court has changed its accounting policy concerning the collection
of gas and repair receipts. Effective July 2017, all vehicle users must submit their gas receipts to the accounting
office monthly, either in person or by mail. Some vehicle users are now dropping off each individual receipt as

they incur the cost.

Responsible Party: Court Executive Officer
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2017-002 CAPITAL ASSETS - RESTATEMENT
TYPE OF FINDING: Significant Deficiency and Non-Compliance

CONDITION

During our testing of capital assets, we discovered several formula errors in the District Court’s calculation of
accumulated depreciation that occurred in prior years, causing a restatement of capital assets in SHARE Funds
14700 ($61,806) and 52200 ($1,704). The restatement affects the Statement of Activities and Note 11 in the
financial statements.

CRITERIA

Any violation of law or good accounting practice including instances of noncompliance or internal control
weaknesses must be reported as an audit finding per Section 12-6-5 NMSA 1978. Pursuant to GAGAS 4.23,
"auditors should communicate in the report on internal control over financial reporting and compliance, based
upon the work performed: significant deficiencies and material weaknesses in internal control; instances of fraud
and noncompliance with provisions of laws or regulations that have a material effect on the audit and any other
instances that warrant the grant agreements that has a material effect on the audit; and abuse that has a material
effect on the audit."

EFFECT
The District Court reported incorrect capital asset accumulated depreciation balances in prior years and were not
in compliance with disposal requirements in the current year after performing their physical count.

CAUSE
The District Court did not have certain internal controls and in place to ensure that compliance requirements were
met on disposals and to ensure that spreadsheet formulas were correct when calculating depreciation.

RECOMMENDATION

We recommend the District Court implement procedures to better monitor capital assets and the related
spreadsheet of capital assets and accumulated depreciation. The schedule of capital assets provided for the audit
should be checked carefully to the physical count and certification of assets at June 30 each year and the correct
government-wide journal entries should be prepared by the District Court and entered into SHARE prior to the
audit of this area.

MANAGEMENT RESPONSE
Corrective Action: The District Court will ensure that all capital assets and accumulated depreciation be
accounted for accurately. Capital Assets that are disposed of will be properly accounted for and notice given to

the State Auditor prior to disposal.

Timeline/Due date of Completion: Effective immediately, the state auditor will be notified at least 30 days prior
to the deletion/disposal of the assets per Section 13-6-1, NMSA 1978.

Responsible Party: Court Executive Officer
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STATE OF NEW MEXICO
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The contents of this report were discussed on October 5, 2017. The following individuals were in attendance.

Seventh Judicial District Court

Honorable Matthew G. Reynolds, Chief Presiding Judge Division Il
Jason E. Jones, Court Executive Officer
Lilia Romero, Financial Supervisor

Jaramillo Accounting Group (JAG)

Scott Eliason, CPA, Partner
Phillip Gonzales, CGFM, Senior

The District Court prepared these financial statements. JAG assisted in the preparation of the financial statements
presented in this report. The District Court’s management has reviewed and approved the financial statements
and related notes and supplementary and other information and believe that their records adequately support
them.
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