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JOSEPH M. SALAZAR
CERTIFIED PUBLIC ACCOUNTANT

Espanola, New Mexico 87532
Phone/Fax 505-747-2775

Independent Auditor’s Report

Mr. Tim Keller
New Mexico State Auditor
Santa Fe, New Mexi:o

And
Honorable Jeft McElroy, Presiding Judge
Eighth Judicial District Court
Taos, New Mexico

Report on Financial Statements

We have audited thz accompanying financial statements of the governmental activities, each
major fund, the aggregate remaining fund information and the budgetary comparison for the
general fund and major special revenues of the State of New Mexico Eighth Judicial District
Court (Court) as of and for the year ended June 30, 2016 and the related notes to the financial
statements which collectively comprise the Court’s basic financial statements as listed in the
table of contents.

Management 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 risk 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 appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policics used and the reasonableness of significant accounting estimates made by
management, as wel. 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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective finarcial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the Court as of June 30, 2016 and the respective
changes in the financial position thereof and the respective budgetary comparison for 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

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 inforraation 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 inquires of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our ingquires, the basic financial statements, and other knowledge we obtained
during our audit of the basic finencial 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 ¢n opinion or provide any assurance.



Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Court’s basic financial statements. The accompanying supplementary
information listed as schedules in the table of contents, are presented for purposes of additional
analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlving
accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accourting and other records used to prepare financial statements or the financial
statements themselves, and other additional audit procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

The Schedule of Vendor Information on page 41 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 a report dated
November 8, 2016 on our consideration of the Court’s internal control over financial reporting
and on our tests of ts compliance with certain provisions of laws, regulations, contracts, 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
co%dering the Cowrt’s internal control over financial reporting and compliance.

/ g4 /‘ ( / |

oseph M. Salazar CPA
: / November 8, 2016



STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

The Management’s Discussion and Analysis (MD&A) for the Eighth Judicial District Court will
provide an overview of the Court’s activities and programs by (1) evaluating the operating
results for the year; (2) assessing its financial position and condition; (3) helping to understand
its sources and uses of financial resources; (4) helping to determine if budgets were met; and (5)

identifying budget issues or concerns. Finally, the MD&A will provide comparative data from
fiscal year 2016 and 2015.

This section provides an analysis of the Court’s financial activities based on currently known
facts, decisions, or conditions. It also provides an analysis of the Court’s overall financial
position and results of operations -0 assist users in assessing whether the financial position has
improved or if changes have occurred as a result of the year’s activities.

The Court has only one activity, that of Judicial Services which is a governmental activity. The
Court does not have any business-type activity or any component units.

AGENCY HIGHLIGHTS

The Eighth Judicial District Court operates under Sections 34-6-1, 34-6-11, and 34-6-17 through
34-6-46, NMSA 1973 Compilaticn. The district covers Taos, Colfax, and Union Counties and is
comprised of three divisions. Currently, the Division III Judge is the Chief Judge and is largely
responsible for operations in Taos County. The Division II Judge is also located in Taos County
and handles the criminal and civil caseload there. Our Division I Judge is responsible for Colfax
and Union Counties. The Eighth Judicial District Court funds a variety of support programs to
the community. The Mediation Program offers a formal conflict resolution setting rather than
litigation. It is a court-mandated process which culminates in a written agreement which is later
processed via attorneys through the court system. The Alternative Dispute Resolution (ADR)
Program is another way the Court serves the community in resolving disputes in a more cost-
effective and informal setting. The Taos County community also benefits from the Juvenile and
Adult Drug Court Programs. Colfax County also has a Juvenile and Adult Drug Court Programs.
These programs offer treatment and supervision to selected offenders who are identified as
having substance abuse issues and could benefit from drug education and treatment. The
Domestic Violence Program offers assistance with restraining orders, crisis intervention, and
victim advocacy. The Court Appointed Special Advocate (CASA) Program is another support
program for the cornraunity.



GOVERNMENT-WIDE FINANCIAL STATEMENTS

The two government-wide financial statements report information about the Court as a whole
using accounting me:hods similar to those used by private sector businesses. The statement of
net position includes all of the Court’s assets and liabilities. All of the current year’s revenues
and expenses are accounted for in the statement of activities regardless of when cash is received
or paid. The financial statements report the Court’s net position and how they have changed.
Net position equals the difference between the Court’s assets and liabilities is one way to
measure the Court’s financial health or position. Over time, increases or decreases in the Court’s
net position are an indicator of whether its financial health is improving or deteriorating,
respectively.

FUND FINANCIAL STATEMENTS

The Fund Financial Statements provide a more detailed look at the Court’s significant funds.
Funds are accounting devices thar the Court uses to keep track of specific sources of funding and
spending for a particular purpose. The Court operates on its General Fund Appropriations
received from the Stete Legislature each year. The Court also reports on its agency funds. These
funds represent trust responsibilities to litigants and the assets are restricted for that purpose and
are not part of the Court’s assets. These assets are not presented in any part of the Government-
Wide Financial Statements. The funds also present sources and uses of liquid resources. This is
the manner in which the financial plan (the budget) is typically developed. Funds are established
for various purposes and the financial statement allows the demonstration of sources and uses
and/or budgeting compliance associated therewith.

NOTES TO THE FINANCIAL STATEMENTS

The notes provide additional information that is essential to the full understanding of the data
provided in the Government-Wide and Fund Financial Statements. The notes to the financial
statements can be found on pages 18 through 38 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Statement of Net Position: Below is a summary of the Court’s net position for the fiscal year
ending 2016. The Court’s reports show balances in the following three categories of net
position: (1) invested in capital assets, (2) restricted, and (3) unrestricted. Restricted net position
is created by state statute and is required to be used for the Alternative Dispute Resolution and
Domestic Relations Mediation Programs. Unrestricted net position are negative because it is the
government’s policy to fund compensated absences payable out of current resources as they
become due. See page 9 of this report for a more detailed look at the Statement of Net Position.



NET POSITION

Governmental Activities

2016 2015
Current assets $339,790 $285,966
Capital assets 103.996 93.307
Total Assets 443,786 379,273
Current liabilities 225,782 172,921
Other liabilities 0 0
Total Liabilities 225,782 172,921
Net assets:
Invested in capital assets 103,996 93,307
Restricted 189,611 182,708
Unrestricted (75,603) (69,663)
Total Net Assets $218,004 $206,352

The current assets of $339,790 are comprised of the following: Interest in the State General Fund
Investment Pool for the Court’s three funds (Court Regular, Alternative Dispute Resolution
(ADR), and the Mediation Fund) total a combined amount of $339,740 plus $50 in Petty Cash.
A comparison of curtent assets shows an increase of $53,824 over the previous year with the
increase resulting from the following items. The General Fund increased by $47,032, ADR
increased by $4,932 and the Domestic Relations Mediation increased by $1,860. The increase to
capital assets of $10,689 results from the total capital assets net of accumulated depreciation.
Total assets increased by $64,513 resulting from the net increases to both current and capital
assets.

The total liabilities increased by $52,861 over last fiscal year as follows. Accounts payable
increased by $28,665, payroll payables increased by $19,927, the reversion decreased by $1,671,
and compensated absences increased by $5,940. The total net position for FY16 increased by
$11,652 over FY15's end of year balance or total assets minus total liabilities ($64,513-$52.861).

Statement of Activities: The following represents the revenues and expenses for fiscal year
2016. See page 10 fcr a more detailed look at the Statement of Activities.



CHANGES IN NET POSITION

Governmental Activities

2016 2015
Revenues:
Program revenues
Charges for szrvices and court fees 42,268 38.264
General revenues

State General Fund Appropriation (net of reversions)  3,279.528 3.078.221
Total Revenues 3,321,796 3,116,485
Expenses:

Judicial 3.310,144 3,140.490
Change in net positicn 11,652 (24,005)
Net assets - Beginnir g 206,352 230,357
Net assets - Ending $ 218,004 $206,352

In FY16, total revenues increased by $205,311 over the previous year. The increase is a result of
the following changes. Program revenues or charges for services and court fees increased by
$4,004, an increase to the General Fund Appropriation of $164,600, an increase to the CASA
Program of $36, a decrease to a drug court supplemental of $5, an increase of $71,705 a special
appropriation for equipment, no compensation package in FY 16 a decrease of $36,700 and a net
change to this vear’s reversion by $1,671.

Expenditures for FY 16, increased by $169,654 as a result of expenditures in Fund 14800 less the
reversion amount and capital outlay expenditure, Fund 92600, and Fund 08400 expenditures,
non-capital expenditures and net of compensated absences. The BPS, S-8/S-9s can provide the
detail for the expenditure activity.

The change in net position of $11,652 is the result of the collective results of revenues received,
expenditures made, and liabilities recorded in FY16.

FUND FINANCIAL ANALYSIS

Government Funds. The focus of the Court’s governmental funds is to provide information on
near term inflows, outflows, and balances of spendable resources. For the current year the Court
had three governmental funds, the General Fund, the Alternative Dispute Resolution Fund, and
the Domestic Relations Mediation Fund. As of year-end, the General Fund reported a fund
balance of $50. This balance is due to the petty cash account. The General Fund is a reverting
fund and any remaining balances excluding the petty cash account must be reverted back to the
State General Fund. The Alternative Dispute Resolution (ADR) and the Domestic Relations
Mediation (Med) Fands reported fund balances of $121,223 and $68,388, respectively as
reflected in the Statement of Revenues, Expenditures, and Changes in Fund Balances. The
Alternative Dispute Resolution Fund Balance increased from the previous year by $5,253
because revenues collected exceeded expenditures made.

7



The Mediation Program Fund Balance saw an increase of $1,650 from the previous year because
revenues exceeded 2xpenditures, thus increasing the available fund balance. The revenues
generated for the ADR and Mediation Funds come from fees collected from civil and domestic
filing fees at $15 ard $30, respectively. These funds are reserved for expenditures for their
respective programs 'n future years and are not revertible.

BUDGETARY COMPARISONS

GASB 34 requires budgetary ccmparison schedules for the general fund and for each major
special revenue fund that has a legally adopted annual budget. The budgetary comparison
schedules present bo'h the original and the appropriated budgets for the reporting period as well
as the actual inflows, outflows, and balances stated on the government’s budgetary basis. As
required by the Office of the State Auditor under 2.2.2 NMAC, the budgetary comparison
statement is included herein. The information is provided at the approved budget level to
demonstrate compliaace with legal requirements. As reflected on the Statement of Revenues and
Expenditures — Budget and Actual (Non-GAAP Budgetary Basis) Schedule, the revenue side of
Fund 14800’s overal variance was $(3,833). This was the result of $3,802 of unearned revenue
from the tape and cooy revenue budget and CASA +$36 and Drug Court -$5 budget allocations.
On the expenditure s de a variance of $12,111 unspent budget is reflected, but once the reversion
of ($8,277) and the unearned revenue of $3,833 is subtracted will zero out and all that will
remain will be the $£0 for the petty cash account. Revenues collected in the Alternative Dispute
Resolution Fund were $7,920 with a variance of $22,080 with $2,667 in expenditures made
against this fund. Revenues collected in the Court Mediation Fund were $12,150 with a variance
of $2,850 with $10,5J0 in expenditures made against this fund.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets. The Statement of Net Position shows the Court’s investment in capital assets
net of depreciation as of 30 June 2016, with an amount of $103,996. This investment in capital
assets consists of a collection of library books, office furniture and equipment, and vehicles.
There were no deletions of capital assets. Additional information on the Court’s capital assets
can be found in on Pages 21, 22 and 30 of this report.

Long-Term Debt. At the end of the current fiscal and prior year, the Court had no long-term
debt outstanding. All of the Court’s compensated absences for the current year were considered
to be current liabilities instead of long term. Additional information on the Court’s long-term
debt can be found on Page 30 of this report.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS

As reflected in the Statement of Activities, total revenues to operate the Court and its programs
were $3.279,528 slightly above net program expenses of $3,267,876 for a positive change in net
position of $11,652. Fiscal year 2016 was a good funding year despite a budget reduction during
the later part of the fiscal year of $18,300. Our Court received a 4.4% increase in general fund
appropriations over FY15. Our expenditure rate for FY16 was 98.92%. The Court received
Capital Outlay funding in the amount of $71,705 to purchase and install an audio visual
teleconference systera at the Unicn County Courthouse.



In FY17, the Court started the fiscal year with about a 1.0% decrease in General Fund
Appropriations as compared to FY' 16 with a strong possibility of further reductions due to falling
gas and oil revenue. The decrease came from all three categories. The goal for the Court in
FY17, is to restructure some posirtions in the organization to better serve the needs of the Court
while providing and meeting of the Court customers with the resources allotted to us. The Court
also received $43,000 in Capital Outlay funding to purchase a vehicle and some microfilm
viewers. The FY18 Appropriation Request was submitted for $3,156,500 (General Fund) which
equates to a 5.0% iacrease or $150,100 over the FY16 General Fund Base. The additional
request covers a very small increase of $2,800 for medical insurance and GSD premiums,
$36,300 to reclassify five positions, $43,000 for a new Bailiff FTE for our Taos County Court to
support the needs of our Domestic Violence/Family Matters Program, and $53,000 for court staff
salary increases supporting the Supreme Courts, Element A (compa-to-compa restoration for
clerk series) of the “Workforce Irivestment Plan”,  Aside from these changes the Court does not
expect any other significant changes in next year’s operations and budget.

PERFORMANCE MEASURES
All targets were succzssfully met in FY 16.
REQUESTS FOR INFORMATION

The purpose of this financial report is to provide the general public and other interested parties
with a general overview of this Court’s finances and accountability of funds. Questions
concerning this report or requests for additional information should be addressed to the Eighth
Judicial District Cowrt, 105 Albright Street, Suite N, Taos, NM 87571.



STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT
STATEMENT OF NET POSITION

June 30, 2016
Governmental
ASSETS Activities
Petty cash $ 50
Investment with the state treasurer 339,740
Total current assets 339,790
Non Current Assets
Capital Assets
Library 63,301
Prope:ty, plant and equipment 430,925
Less accumulated depreciation (390,230)
Total capital assets, net of depreciation 103,996
Total non current assets 103,996
Total Assets $ 443,786
LIABILITIES
Current liabilities
Account payable $ 63,608
Accruad payroll 78,244
Due to State General Fund-Reversion 8,277
Compensated absences-current 75,653
Total current liabilities 225,782
NET POSITION
Net investment in capital assets 103,996
Restrict:d for:
Alternative dispute resolution 121,223
Dornestic relations madiation 68,388
Unrestricted deficit (75,603)
Total net position 218,004
Total lic bilities and net position $ 443,786

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT
STATEMENT OF ACTIVITIES
June 30, 2016
Governmental
Activities

Expenses
Judicial:
Admin strative expense
Depreciation expense
Total program expenses

Program revenues
(Charges for services
(Court fzes

Net program expenses

General revenues and transfers:
State general fund appropriations
Contritution from AOC
Casa appropriation from AQC
Drug court appropriation from AOC
State general fund reversion

Total general revenues and transfers

Changes :n net position
Net posit.on-beginning of year

Net posit:on -ending of year

53,268,563
41,550

3,310,113

22,198
20,070

(3,267,845)

3,034,400
71,705
85,164
96,505
(8,277)

3,279,497

11,652

206,352

$218,004

The accompanying notes are an integal part of the financial statements.



STATE OF NEW MEXICO
EIGETH JUDICIAL DISTRICT COURT

BALANCE SHEET - GOVERNMENTAL FUNDS

June 30, 2016
Alternative Domestic
Dispute  Relations Total
General Resolution Mediation Governmental
ASSETS Fund Fund Fund Funds
Petty cash $ 50 § - § - $ 50
Investment with the statz treasurer 149,919 121,223 68,598 339,740
Total Assets $ 149,969 $ 121,223 $68,598 % 339,790
LIABILITIES AND FUND BALANCES
Liabilities
Account payable $ 63398 §$§ - $§ 210 $ 63,608
Accrued payroll 78,244 - - 78,244
Due to State General Fund-Reversion 8,277 - - 8,277
Total Liabilities 149919 210 150,129
Fund Balances
Unassigned- petty cash 50 - - 50
Restricted
Alternative dispute resolution - 121,223 - 121,223
Domestic relations mediation - - 68,388 68,388
Total Fund Balances 50 121,223 68,388 189,661
Total Liabilities and Fund Balances $149,969 $ 121,223 $68,598 §$ 339,790

The accompanying notes are an integal part of the financial statements.
12



STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT
RECONCILIATION OF GOVERNMENTAL FUND BALANCE SHEET
TO THE STATEMENT OF NET POSITION

FOR THE YEAR ENDED JUNE 30, 2016

Total fund balances for governmental funds

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

Capital assets used in governmental activities are not financial resources and
therefore are no: reported in the funds. These assets consist of:

Library $ 63,301
Property, Plant & Equipment 430,925
Accumulated depreciation (390.230)

Total capital assets

Some liabilities are not due and payable in the current period and therefore
are not reported in the funds. Those liabilities consist of*

Compensated a»sences 75,653

Total liabilities

Net Position of Governmental Activities

The accompanying notes are an integral part of the financial statements.
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$ 189,661

103,996

(75,653)

$ 218,004



STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT
STATEMENT REVENUE, EXPENDITURES AND
CHANGES IN FUND BALANCES-GOVERNMENTAL FUNDS
For the Year Ended June 30, 2016
Alternative Domestic

Dispute Relations Total
General Resolution Mediation Governmental
Fund Fund Fund Funds
REVENUES
Court fees $ - $§ 7920 $ 12,150 $ 20,070
Charges for services 22,198 - - 22,198
Total Revenues 22,198 7,920 12,150 42,2638
EXPENDITURES
Current
Judicial
Personal services and employee beriefits 2,280,807 - - 2,280,807
Contractual services 789,630 2,667 10,500 802,797
Other costs 159,553 - - 159,553
Total Expenditures 3,229,990 2,667 10,500 3,243,157
Excess (Deficiency) of Revenue over Zxpenditures (3,207,792) 5,253 1,650 (3,200,889)
OTHER FINANCING SOUR.CES (USES)
Transfers out:
Reversions to the State General Fur.d:
FY 2016 (8,277) - - (8,277)
Transfers in:
State Appropriations-regular 3,034,400 - - 3,034,400
Casa appropriation from AOC 85,164 - - 85,164
Drug court grarit from AQC 96,505 - - 96,505
Total other Financing Scurces (Uses) 3,207,792 - - 3,207,792
Net Changes in Fund Balances 5,253 1,650 6,903
Fund Balances-Beginning of Year 50 115,970 66,738 182,758
Fund Balance-End of Year $ S0 $121,223 $ 68388 $ 189,661

The accompanying notes are an integral part of the financial statements.
14



STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT
RECONCILIATION OF THE CHANGES IN FUND BALANCES
OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2016

Net change in fund balance — total governmental funds $ 6,903

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

Capital outlays are reported as expenditures in governmental funds. However,
in the statemen' of activities, the cost of capital assets is allocated over their
estimated useful lives as depreciation expense. In the current period these
amounts are:

Capital outlay $ 52,239
Depreciation expense 41,550
Ex.cess of capital outlay over depreciation expense 10,689

Expenses recognized in the Statement of Activities.

Not reported in governmentz] funds- increase in compensated absences (5,940)
Changes in Net Position of Governmental Activities $ 11,652

The accompanying notes are an irtegral part of the financial statements.
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REVENUES
State appropriation

Other financing sources

Other revenue
Total Revenues
Expenditures
Administrative Services

Personal services & eriployee benefits

Contractual services
Other costs
Total Expenditures

REVENUES
Court Fees
Fund Balance
Total Revenue
EXPENDITURES
Contractual Services

REVENUES
Court Fees
Fund Balance
Total Revenue
EXPENDITURES
Contractual Services

STATE OF NEW MEXICO

EIGHTH JUDICIAL DISTRICT COURT

STATEMENT REVENUE AND EXPENDITURES- BUDGET AND ACTUAL
MAJOR GOVERNMENTAL FUNDS

For Year Ended June 30, 2016

GENERAL FUND
Budget Amounts Actual Variance with
Orginal Final Amounts Final Budget
$ 3,052,700 $ 3,034,400 $3,034,400 § -
181,700 181,700 181,669 31
26,000 26,000 22,198 (3,802)
$ 3,260,400 $ 3,242,100 $3,238,267 $ (3,833)
$ 2,335,100 $2,282,100 $2,280,807 $ 1,293
800,700 791,900 789,630 2,270
124,600 168,100 159,553 8,547
$ 3,260,400 $ 3,242,100 $3,229,990 $ 12,110

SPECIAL REVENUE
ALTERNATIVE DISPUTE RESOLUTION FUND

Budget Amounts Actual Variance with
Orginal Final Amounts Final Budget
$ 30,000 $ 30,000 $ 7,920 §$ (22,080)
121,223 121,223 - (121,223)
$ 151,223 $ 151,223 $ 7,920 $ (143,303)
$ 151,223 $ 151,223 $ 2,667 $ 148,556
SPECIAL REVENUE

COURT MEDIATION FUND

Budget Amounts Actual Variance with
Orginal Final Amounts Final Budget

$ 15,000 $ 15000 §$§ 12,150 § (2,850)
68,598 68,598 - (66,738)

$ 83,598 $ 83,598 $§ 12,150 % (71,448)
$ 83,598 § 83,598 $§ 10,500 $ 73,098

The accompanying notes are an integal part of the financial statements.
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STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT
STATEMENT OF FIDUCIARY ASSETS & LIABILITIES- AGENCY F UNDS
June 30, 2016

AGENCY
ASSETS FUNDS
Cash and cash equivalents
Investment deposit with the state treasurer $ 5,933
Cash on deposit 300,057
Total assets $ 305,990
LIABILITIES
Payable to external parties $ 305,990
Total liabilities $ 305,990

The accompanying notes are an integal part of the financial statements.
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(D)

STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT
NOTES TO FINANCIAL STATEMENTS

June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Reporting Entity

The Eighth Judicial Jistrict Court operates under Section 34-6-1, 34-6-11 and 34-6-17 through
34-6-46, NMSA 1978 Compilation. The Eighth Judicial District Court covers Taos, Colfax and
Union Counties. The District Court is comprised of three divisions as authorized in the above
sections. The District Court is the State Court of general jurisdiction and is authorized to hear
and determine all civil and criminal cases which are not specifically exempted from its
jurisdiction. Financing of the cour: is by state appropriation.

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

These financial statements include all funds and activities over which the Court’s has oversight
responsibility. The District Court has decision-making authority, the power to designate
management, the responsibility to significantly influence operations, and primarily
accountability for fiscal matters. Additionally, the Court is part of the primary government of the
State of New Mexico and its financial data should be included with the financial data of the
State. However, New Mexico will issue an audited Comprehensive Annual Financial Report
inclusive of all agencies of the primary government. The court has no component units that are
required to be reported in its financial statements.

The Court applies Government Accounting Standards Board (GASB) pronouncements as well as
relevant pronouncements of the F:nancial Accounting Standards Board (FASB), the Accounting
Principles Board (APB) or any Accounting Research Bulletins (ARB) issued unless these
pronouncements conilict or contradict GASB Pronouncements.

The accounting pclicies of the Eighth Judicial District Court conform to generally accepted
accounting principles (GAAP) as applicable to governments. A summary of the Court’s
significant accounting policies follows:
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STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT
NOTES TO FINANCIAL STATEMENTS

June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Accounting- GASB Statement No. 34

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

B. Basis of Presentation — Fund Accounting

Government-Wide Financial State ments

The statement of net position and the statement of activities display information about the court,
the primary government, 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. Government-wide financial statements exclude
information about fiduciary funds and component units that are fiduciary in nature.

The government-wicde statements are prepared using the “economic resources” measurement
focus and the accrual basis of accounting. Under the accrual basis of accounting, revenues are
recognized when earned and expenses are recorded when the liability is incurred or economic
assets used. Revenues, expenses, gains, losses, assets and liabilities resulting from exchange-like
transactions are recognized when the exchange takes place. Revenue, expenses, gains, losses,
assets and liabilities resulting from non-exchange transactions are recognized in accordance with
the requirements of CASB 33.

Fund Financial Staternents

The governmental fund financial statements are presented on the current financial resources
measurement focus end the modified accrual basis of accounting. Under the modified accrual
basis of accounting, revenues are recognized when “measurable and available”. Measurable
means knowing or being able to reasonably estimate the amounts. Available means collectible
within the current period or with.n sixty days in order to pay current liabilities. Expenditures
(including capital outlay) are recorded when the related fund liability is incurred.
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STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT
NOTES TO FINANCIAL STATEMENTS

June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

B. Basis of Presentation — Fund Accounting (continued)

This presentation is deemed apprcpriate to (a) demonstrate legal compliance. (b) demonstrate the
source and use of !iquid resources and (c) demonstrate how the Court’s actual experience
conforms to the budget of fiscal plan. Since the governmental fund statements are presented on a
different measurernent focus and basis of accounting than the government-wide statements.
reconciliation is presented on the page following each fund statement, which briefly explains the
adjustments necessary to transforra the fund based financial statements into the government-wide
presentation.

Government-Wide F nancial Statements

The Court’s fiduciary fund (agency funds) is presented in the fund financial statements. The
agency fund is presented on the accrual basis of accounting. Since by definition these assets are
being held for the benefit of a thi-d party and cannot be used to address activities or obligations
of the government, these funds are not incorporated in the government-wide financial statements.
Interfund receivable and payablzss have been eliminated in the government wide financial
statements.

When an expense is incurred for purpose for which both restricted and unrestricted net position
are available, the Court first uses restricted resources then unrestricted resources.

The accounts of the Court are organized on a fund basis, each of which is considered a separate
accounting entity. The operatiors of each fund are accounted for with a separate set of self-
balancing accounts that comprise its assets, liabilities, fund equity, revenues and expenditures, or
expenses as appropriate. Government resources are allocated to and accounted for in individual
funds based upon the purposes for which spending activities are controlled. The following fund
types are used by the Court:

Governmental Funds

General Fund — The General Fund is the general operating fund of the Court. It is used to
account for all finarcial resources except those required to be accounted for in another fund.
Any unencumbered balance remaining in the General Fund at the end of the fiscal year reverts to
the General Fund of the State of New Mexico. The SHARE number and description of the
General Fund is #14800 — Court Kegular.

Special Revenue Furds — Accour: for revenue sources that are legally restricted to expenditures
for specific purposes. No expencitures can be made from special revenue funds for operations of
the Court. 20
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STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT

NOTES TO FINANCIAL STATEMENTS
June 30, 2016
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

B. Basis of Presentation — Fund Accounting (continued)

Court Mediaticn - The Court has established a domestic relations mediation program pursuant to
Section 5 (40-12-5 NMSA, 1978 Comp.) 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 Comp.) of the Domestic Relations Mediation Act and the
collection of a $30 ree as proviced for in Section 6 (40-12-6, NMSA, 1978 Comp.) of the Act.
The Mediation Fund is a special revenue fund and is non-reverting per state statute 40-12-6. The
SHARE number of the Mediation Fund is #92600. The court considers this fund a major fund.

Alternative Dispute Resolution — The Court has also established an alternative dispute resolution
program pursuant to Section 34-6-45, NMSA, 1978 Comp. The purpose of the program is to
resolve disputes through alternat.ve means, including, but not limited to, arbitration, mediation
and settlement mediation. To finance the cost of the program, the Court charges a $15 fee on all
new and reopened cases. In accordance with Section 34-6-44, NMSA, 1978 Comp., the fee is
deposited into the alternative dispute resolution fund. The fund is a special revenue fund and is
non-reverting per stae statute 34-6-44. The SHARE number is #08400. For purposes of financial
statement presentation the fund is considered a major fund.

Fiduciary Funds

Agency Funds - The agency fund is used to account for assets held by the Court in a trustee
capacity or as an agent for individuals, private organizations, other governments and/or other
funds as a result of fees collected by statute or as part of amounts litigant’s deposits with the
court. Agency funds are custodial in nature (assets equal liabilities) and do not involve
measurement of results of operaticns. The Share number for the agency funds is #96730.

C. Assets, Liabilities and Equity

Investment with the State Treasurer
The Court’s cash and cash equivalznts are demand deposits with the State Treasurer.

Capital Assets

In the government-wide financial statements, property, plant and equipment is accounted for as
capital assets. All capital assets are valued at historical cost or estimated historical cost if actual
is unavailable, except for donated capital assets which are recorded at their estimated fair value
at the date of donation.
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June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

C. Assets, Liabilities and Equitv (continued)

Capital assets with a value excezding $5,000 are capitalized and depreciated. Any software
acquired is also included in capital assets and depreciated.

Section 12-6-10 NMSA 1978 changed the capitalization threshold for movable chattel and
equipment from iterrs costing more than $1,000 to $5,000. Under this law, items in the capital
asset inventory that do not meet the new capitalization threshold continue to be depreciated in
future periods until they are fully depreciated.

Capital Assets
Depreciation is provided over the assets’ estimated useful lives using the straight-line method of

depreciation. The range of estimated useful lives by type of asset is as follows:

Furniture and Equipment 5 years
Automotive 5 years
Library books 1 year

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

Long-Term Liabilities

Compensated Liabilities

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

Deferred Outflows/Inflows of Resources

GASB 63 amended previous guidznce on deferred revenue in the government-wide
financial statements to include derzrred outflows, which is the consumption of net position
by the government waich is applicable to a future reporting period and deferred inflow of
resources, which is the acquisition of net position by the government which is applicable to
a future reporting period. The Court has no deferred outflows or inflows of resources

at June 30, 2016.
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NOTES TO FINANCIAL STATEMENTS

June 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

C. Assets, Liabilities and Equity (continued)

Fund Balance
Government-Wide Sratements
Fund balance is classified as net position and displayed in three components:

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

2. Restricted net position, 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 are all other assets that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt”.

Fund Financial Statements

Governmental fund equity is classified as fund balance. Fund balance is further classified as
nonspendable, restricted, committzd, assigned and unassigned depending on the constraints that
control how the Court can spend the amounts.

In the fund financial statements, governmental funds can report fund balances as:

Nonspendable - amounts that are not in spendable form (such as inventory) or are required to be
maintained intact;

Restricted - amounts constrained to specific purposes by their providers (such as grantors,
bondholders, and higher levels of government), through constitutional provisions, or by enabling
legislation.

Committed — amounts constrained to specific purposes by a government itself, using its highest
level of decision making authority; to be reported as committed, amounts cannot be used for any
other purpose unless the government takes the same highest level action to remove of change the
constraint;
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June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assigned ~ amounts & government intends to use for a specific purpose, intent can be expressed
by the governing body or by and official or body to which the governing body delegates the
authority;

Unassigned — Amounts that are available for any purpose, positive amounts are reported only in
the general fund.

D. Budgets and Budgetary Accounting

The Eighth Judicial District Court follows these procedures in establishing the budgetary data
reflected in the financial statements.

1.

]

6.

No later than September 1, the Eighth Judicial District Court submits to the Judicial
Budget Committee (JBC), the Legislative Finance Committee (LFC) and the Department
of Finance and Administra:ion an appropriation request for the fiscal year commencing
the following July. The appropriation includes proposed expenditures and the means of
financing thern.

Appropriatior request hearings are scheduled by the JBC. Recommendations are made by
the JBC to the Supremz Court for their approval. The Supreme Court approved
appropriation request then are submitted to the Legislature as the Supreme Court’s
recommended appropriation request for the Eighth District.

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

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

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

Legal budget control for expenditures and encumbrances is by appropriation unit.
Formal budgetary integration is employed as a management control device during the

fiscal year for the Governmental Funds.
24
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
D. Budgets and Budgetary Accounting (continued)

8.

The budget for the Governmental Funds is adopted on a basis consistent with generally
accepted accounting principles (GAAP) and the modified accrual basis of accounting
except for accounts payab.e accrued at the end of the fiscal year that do not get paid by
the statutory deadline (Section 6-10-4 NMSA 1978), that must be paid out of the next
year’s budge:. Under the modified accrual basis of accounting, encumbrances are
excluded from budgeted expenditures. Budgetary comparisons presented for these funds
in this report are on that basis. Therefore there are no differences between the budget
basis and fund financial statements because both are reported on the modified accrual
basis.

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

E. Compensated Absences Payable

Vacation and sick leave earned and not taken is cumulative, however, upon termination
of employment, sick pay for such leave hours accumulated up to 600 hours is forfeited.
and vacation pay is limited to payment of 240 hours.

Vacation leave up to the rzaximum of 240 hours is payable upon separation from service
at the employee’s current hourly rate. Sick leave is payable semiannually to qualified
employees for hours accurnulated above 600 hours at a rate equal to 50 percent of their
hourly rate, not to exceed 120 hours for each semiannual period. Upon retirement,
payment for sick leave is limited to 400 hours accumulated in excess of 600 hours at the
50 percent hourly rate. Accrued vacation and sick leave pay are recorded as a liability
and as an increase or decrzase in expenses in the Government-Wide financial statements.
The court has typically uszd general fund resources to liquidate compensated absences in
the past.

The maximura accrued annual leave may be carried forward into the beginning of the
next calendar year and any excess is lost.

In addition, tte Eighth District Court allows FLSA non-exempt employees to accumulate
compensatory leave in certain approved circumstances. Compensatory leave may be
carried forward into the next calendar year and any unused portion is paid at termination
to non-exempt employees under the Federal Labor Standards Act.
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June 30, 2016
F. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires mranagement 1o make estimates and assumptions that affect certain reported
amounts and disclostres. Accordingly, actual results could differ from those estimates.

G. Interfund Activity

Interfund transactions are treated as transfers. Transfers between governmental funds are netted
as part of the reconciliation to the government-wide financial statements. Then agency fund
(fiduciary fund type) collects fees that are designated for use by the Special Revenue funds. The
interfund balance at year end was ¥ 0.

H. Program revenues

Program revenues consist of charges for tapes and copies of court proceedings, court fees and
grants from local governments. Grant revenue is recognized when all of the eligibility
requirements are met.

INVESTMENT DEPOSITED WITH THE STATE TREASURER

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

By state statue, the New Mexico Department of Finance and Administration (DFA) is responsible
for the performance of monthly reconciliations with the balances and accounts kept by the State
Treasurer. In past years, According to past and current management at DFA, Pool balances have not
been reconciled at a “business unit by fund” level since the inception of the Statewide Human
Resources, Accounting, and Management Reporting System (SHARE) system in July 2006, and
differences between 200l bank belances and the corresponding general ledger balances and the effect
of reconciling items ‘were unknown.

In a communication >y DFA via a memo, dated August 8, 2016, issued by the State Controller, the
following was stated “As communicated last year, the Financial Control Division (FCD) in
collaboration with the State Treasurer’s Office, implemented a comprehensive reconciliation mode;
that compared aggregated agency claims on the State General Fund Investment Pool and to the
associated resources held by the State Treasurer’s Office. This process now has been reviewed by
[PAs performing audits of the General Fund, the Department of Finance and Administration and the
State of New Mexico’s Comprehznsive Annual Financial Report for the fiscal year 2015.
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2) INVESTMENT DEPOSITED WITH THE STATE TREASURER (continued)

Each review of the process deemed it to be adequate and the findings related to Cash
Reconciliation were significantly reduced or eliminated. Successfully addressing this issue allowed
the Department to reinstate $100M that had been reserved as a loss contingency.

For FY 2016 the following assertions are provided,

1. The calculated difference between resources maintained by the STO and the agency claims has
remained stable and within a narrow and acceptable range less than $200k standard deviation over
the last twelve months;

2. Resources are sufficient to cover claims and there is no need to adjust any specific business unit
claim on the Pool.

3. All Claims will b: honored at face value.”

. The Court has taken every reasonable measure within its control to ensure that its cash balances
in SHARE are corre:t.. The Court’s cash balances in SHARE appear to be fairly stated as of
June 30, 2016.

The Court has deposits with the New Mexico State Treasurer. These monies are held on deposit
with the State Treasurer and are pooled and invested by the State Treasurer. The State Treasurer
issues separate financial statements which disclose the collateral pledged to secure these
deposits. Cash on deposit with the State Treasurer at year end is as follows:

Book
Fund Balance
Operating account $ 149,919
Alternative D spute Resolution 121,223
Domestic Mediation 68,598

The Court has cash on deposit with the State Treasurer in the General Fund Investment Pool
(GFIP) except the $5) petty cash fund that is administered by Court. The State Treasurer has the
authority to invest money held in demand deposits and not immediately needed for the operation
of state government i1 securities in accordance with Section 6-10-10.1 through O NMSA 1978 as
amended. The State Treasurer, with the advice and consent of the state board of finance can
invest money held ir demand deposits and not immediately needed for the operations of state
government in:
(a) Securities issued by the United States (U.S.) government or by its departments or
agencies that are either direct obligations of the U.S. or are backed by the full faith and
credit of the U.S. government or agencies sponsored by the U.S. government.
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2) INVESTMENT DEPOSITED WITH THE STATE TREASURER (continued)

(b)

(©)

(d)

Contracts for the present purchase and resale at a specified time in the future, not to

exceed one year or, in the case of bond proceeds, not to exceed three years, of specific
securities at specified prices at a price differential representing the interest income to be
earned by the state. No such contract shall be invested in unless the contract is fully secured
by obligations of the United States or its agencies or by other securities backed by the
United States or its agencics or instrumentalities having a market value of at least one
hundred two percent of the amount of the contract. The securities required as collateral

shall be delivered to a third-party custodian bank and delivery shall be made simultaneously
with the trans’er, no later than the same day the funds are transferred. The contracting

bank, brokerage firm or institutional investor must have a net worth in excess of five hundred
million dollars.

Contracts for -he temporary exchange of state owned securities for the use of broker-
dealers, banks or other recognized institutional investors in securities for periods not to
exceed one year for a specified fee rate. No such contract shall be invested in unless the
contract is ful y secured by exchange of an irrevocable letter of credit running to the state,
cash or cash equivalent collateral of at least one hundred two percent of the market value
of the securities plus accrued interest temporarily exchanged. The collateral required shall
be delivered to the fiscal agent of New Mexico or the designee simultaneously with the
transfer of funds, no later than the same day the state-owned securities are transferred.
The contracting bank, brokzrage firm or institutional investor must have a net worth in
excess of five hundred million dollars.

Any of the following investments in an amount not to exceed forty percent of any fund
that the state treasurer invests: (1) commercial paper rated “prime” quality by a
national rating service, issued by corporations organized and operating within the U.S.;
(2) medium-term notes an: corporate notes with a maturity not exceeding five years that
are rated A or its equivalent or better by a nationally recognized rating service and that
are issued by a corporation organized and operating in the U.S.; or (3) an asset-backed
obligation with a maturity not exceeding five years that is rated AAA or its equivalents
by a nationally recognized rating service.
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(2) INVESTMENT DEPOSITED WITH THE STATE TREASURER (continued)

(¢)  Shares of an open-ended diversified investment company that is registered with the
United States securities and exchange commission, complies with the diversification,
quality and maturity requirements of Rule 2a-7, or any successor rule, or the United
States securities and exchange commission applicable to money market mutual funds;
and assesses no fees pursuant to Rule 12b-1, or any successor rule, on sales load on the
purchase of shares and no contingent deferred sales charge or other similar charges,
provided that the state shall not, at any time, own more than five percent of a money
market mutual fund’s assets.

) Individual common or collective trust funds of banks or trust companies that invest in
U.S, fixed income securitics or debt instruments authorized pursuant to (a), (b), and (d)
above, provided that the investment manager has assets under management of at least one
billion dollars and the investments made by the state treasurer pursuant to this paragraph
are less than five percent of the assets of the individual, common or collective trust fund.

Public funds 1o be invested in negotiable securities or loans to financial institutions fully
secured by negotiable securities at current market value shall not be paid out unless there
is a contemporaneous traasfer of the securities at the earliest time industry practice
permits, but n all cases, settlement shall be on a same-day basis either by physical
delivery or, in the case of uncertificated securities, by appropriate book entry on the
books of the issuer, to the purchaser or to a reputable safekeeping financial institution
acting as agent or trustee for the purchaser, which agent or trustee shall furnish timely
confirmation 1o the purchaser.

For additional disclosures information regarding the investment in the State Treasurer’s GFIP,
the reader should see the separate audit report for the State Treasurer’s for the fiscal year ended
June 30, 2016, review the State Treasurer’s Investment Policy at Sections 2.60.4.1 through
2.60.4.15 of the New Mexico Administrative Code, regarding Investment of Deposits of Public
Funds Depositery Bank Requirements, Collateral Level Requirements and Custodial Bank
Requirements.
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COLLATERAL PLEDGED BY FINANCIAL INSTITUTIONS
Section 6-10-17, NMSA 1978 compilation requires that banks or savings and loans provide
additional collateral on funds held that exceed the FDIC insurance limit. These excess funds are

required to be fifty percent collateralized.

Collateralization of the Court’s benk deposits is as follows:

Bank Book
Balance Balance
Agency Funds:
US Bank 257,496 257,496
US Bank 4 4
International Bank 41,056 40,556
Bank of Ametrica - -
Farmers & Stockman’s Bank 2,001 2,001
Farmers & Stockman’s Bank 1,075 1,075
Centinel Bank of Taos 4,858 4,858
Total Agency ~unds 306,490 305,990
Less: FDIC coveraze or NCUSIF Coverage (298.994)
Total uninsured public funds 7,496
50% collateral requirement
(Section 6-10-17, NMSA 1978) 3,748
*

Pledged Security

* Details of pledged collateral specific to the Court held by the Bank’s are unavailable because the
bank’s commingles p edged collateral for all state funds it holds. However the New Mexico State
Treasurer’s Office Ccllateral Bureau monitors pledged collateral for all state funds held by the court
in such “authorized” bank accounts.

Custodial Credit Risk — Deposit

Custodial credit risk is the risk that in the event of a bank failure, the Court’s deposits may not be
returned to it. The court does not have a policy for custodial credit risk. As of June 30, 2016, none
of the Court’s agency fund bank accounts were exposed to custodial credit risk.
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CAPITAL ASSETS

GOVERNMENTAL ACTIVITIES
Capital asset activity for the year ended June 30, 2016 was as follows:

Beginning Ending
Cost Balance Additions Deletions Balance
Furniture & Equiprnent $311,258 $ 52,239 § - $363,497
Automotive 67,428 - - 67,428
Library 63,301 - - 63,301
Total 441,987 52.239 - 494226
Accumulated Depreciation
Furniture & Equiprent $(217,951) (41,550) - $(259,501)
Automotive (67,428) - - (67,428)
Library (63.301) - - (63.301)
Total (348.680) (41.550) - (390.230)
Net Capital Assets $ 93,307 $ 10,689 y - $ 103,996
Current year depreciztion expense is $41,550 charged to judicial function.
COMPENSATED ABSENCES
The following is a summary of changes in compensated absences:
Beginning Ending Due Within
Balance Additions Deletions Balance One Year

Annual Leave $ 68,729 70,799 64,651 74,877 74,877
Sick Leave 984 3,648 3.856 __ 776 776

Total $ 69,713 $74,447 $ 81,662 $ 75,653 $75,653

The Court’s general fund is used to pay compensated absences.
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(6) OPERATING LEASES
The Eighth Judicial District Court has the following leases which can be terminated, with 1o
penalty to the Court, :f the Legisla ure does not appropriate money to the Court:

Four leases for four copiers were entered into on July 1, 2012 which required 48 monthly paynients
of $183, $210, $238 end $268.

Three leases for three mailing machines were entered into on October 1, 2013 which required
monthly payments of two at $101 and the other for $58.

Minimum future rental payments .nder operating leases having remaining terms in excess of one
year as of June 30, 2C16, for each of the next year and in the aggregate are:

June 30, 2017 $3,276
June 30, 2018 -
Total $3.276

Total lease payments for 2016 werz $13,880.

) PERA RETIREMENT PLAN

Plan Description

Substantially all of the Eight Judicial District Court’s full-time employees participate in a public
retirement system auchorized under the Public Employees Retirement Act (Chapter 10, Article
11, NMSA 1978). The Public Employees Retirement Association (PERA) is the administrator of
the plan, which is a cost-sharing multiple-employer defined benefit retirement plan. The plan
provides for retirement benefits, disability benefits survivor benefits and cost-of-living
adjustments to plan members and beneficiaries. PERA issues a separate, publicly available
financial report that includes finarcial statements and required supplementary information for the
plan. That report may be obtained by writing to PERA, P.O. Box 2123, Santa Fe, NM 37504-
2123. The report is also available cn PERA’s website at www.pera.state.nm.us.

Funding Policy

Plan members are required to coniribute 8.92% of their gross salary. The Eighth Judicial District
Court is required to contribute 16.99% of the gross covered salary. The contribution
requirements of plan members and the Eight Judicial District Court are established i1 state
statute under Chapter 10, Article 11, NMSA, 1978. The requirements may be amended by acts
of the legislature. Thz Eighth Judicial District Court’s contributions to PERA for the fiscal years
ending June 30, 2016, 2015 and 2014 were $202,917, $245,591 and $223,695 respectively,
which equal the amount of the required contributions for each fiscal year.
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PERA RETIREMENT PLAN (continued)

Compliant with the requirements of Government Accounting Standards Board Statement No. 68,
Accounting and Financial Reporiing for Pensions, the State of New Mexico has implemented the
standard for the fiscal year ending June 30, 2015.

The Court as part of the primary government of the State of New Mexico, is a contributing
employer to a cost-saaring 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 bz available, when issued from the Office of State Controller,
Room166, Bataan Memorial Builcing, 407 Galisteo Street, Santa Fe, New Mexico 87501.

JRA RETIREMENT PLAN

Plan Description

Substantially all of the Eighth Jucicial District Court’s Judges or Justices participate in a public
employees retirement system authorized under the Judicial Retirement Act. The Public
Employees Retirement Association (PERA) is the administrator of the plan, which is a cost-
sharing multiple-employer defined benefit retirement plan. The plan provides for retirement,
disability benefits and cost-of-living adjustments to plan members and beneficiaries. PERA
issued a separate, publicly available financial report that includes financial statements and
required supplementery information. That report may be obtained by writing to PERA, P.O. Box
2123, Santa Fe, NM 87504-2123

Funding Policy

Plan members are required to contribute 10.50% of their gross salary. The Eighth Judicial
District Court is required to contribute 15.0% of the gross covered salary. The Eighth Judicial
District Court’s contributions to JRA for the years ending June 30, 2016, 2015 and 2014 were
$52,591, $53,555, ard $38,241 respectively, equal to the amount of the required contributions
for each year.
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JRA RETIREMENT PLAN (continued)

In addition to the above, the Court remits $38 for each filing fee collected by the Court into the
Judicial Retirement Act plan as required by Section 10-12b-1 1, NMSA 1978. These fees are
remitted directly to PERA and are not included within the accompanying financial statements.
The Court remitted $33,626 in filing fees for the year ending June 30, 2016.

Compliant with the r2quirements of Government Accounting Standards Board Statement No. 68,
Accounting and Financial Reporting for Pensions, the State of New Mexico has implemented the
standard for the fiscal year ending June 30, 2016.

The Court as part of the primary government of the State of New Mexico, is a single employer
defined benefit pension plan (Jidicial Retirement) 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 Approgriation 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 State Controller,
Room166, Bataan Memorial Building, 407 Galisteo Street, Santa Fe, New Mexico 87501.

DEFERRED COMPENSATION

The State of New Mexico offers state, local government and school district employees a dzferred
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.

There are employees that are masing contributions to a Deferred Compensation Plan. Neither
the Eighth Judicial District Court nor the State of New Mexico makes any contributions to the
Deferred Compensation Plan. All contributions withheld from participants by the Eighth
Judicial District Court have been paid to the New Mexico Public Employee’s Retirement
Association, which acministers the plan.
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Post Employment Benefits- State Retiree Health Care Plan
Plan Description

The Eighth Judicial District Court contributes to the New Mexico Retiree Health Care Fund, a cost-
sharing multiple-employer defined benefit post employment 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. RHCA Board was estzblished by
the Retiree Health Care Act (Chepter 10, Article 7C, NMSA 1978). The Board is responsible for
establishing and amending benefits provisions of the healthcare plan and is also authorized to
designate optional and/or voluntary benefits like dental, vision, supplemental life insurancz, and long
term care policies.

Eligible retirees are: |) retirees who make contributions to the fund for at least five years prior to
retirement and whose eligible eriployer 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 the 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 fcur years.

The RHCA issues a publicly evailable stand-alone financial report that includes financial
statements and required supplementary information for the postemployment healthcarz plan.
That report and further information can be obtained by writing to the Retiree Health Care
Authority at 4308 Ca:lisle NE, Suite 104 Albuquerque, NM 87107.

Funding Policy

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

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 t> be appropriate by the board.

The Retiree Health Care Act (Section 10-7C 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 police member coverage plans 3, 4 or 5; municipal
fire members coveraze plan 3, 4 or 5; municipal detention officer member coverage plar. 1; and
members pursuant to the Judicial Retirement Act) during the fiscal year ended June 30, 2016, the
statute requires each participating employer to contribute 2.5% 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, 2016. the statute required each participating employer to contribute 2.0% of each
participating employ:ze’s annual salary; each participating employee was required to contribute
1.0% of their salary. In addition, pursuant to Section 10-7C-15 (G) NMSA 1978, at the first
session of the Legislature following July 1, 2016, the legislature shall review and adjust the
distributions pursuant to Section 7-1-6.1 NMSA 1978 and the employer and employee
contributions to the euthority in order to ensure the actuarial soundness of the benefits provided
under the Retiree Health Care Act.

The Eighth Judicial District Court’s contributions to the RHCA for the years ended June 30,
2016, 2015 and 2014 were $32,651, $31,565 and $30,610, respectively, which equal the required
contributions for each year.

RISKS OF LOSS

The Court obtains coverage through Risk Management Division of the State of New Mexico
General Service Department. This coverage includes liability and civil rights, property, vehicle,
employer bond, workers’ compensation, group insurance and state unemployment.  This
coverage’s are designed to satisfy the requirements of the State Tort Claims Act. All employees
of the Court are covered by a blanket fidelity bond of $5,000,000 coverage limit with a $1,000
deductible per occurrences by thz State of New Mexico for the period July 1, 20015 through
June 30, 2016.
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Deficit Net Position

GASB#34 requires capitalized assets, net of accumulated depreciation, and the inclusion of long-
term debt resulting in an unrestricted net asset deficit of $75,603. This deficit is created by
compensated absence liabilities which will be paid from subsequent years State General Fund
Appropriations.

Due to/Due From

Purpose Due From Due To
Due to State General Fund- Reversion - 8277
$ - $ 8277

Memorandum of Understanding

The Court entered into a Memorandum of Understanding (MOU) with the Administrative Office
of the Courts (AOC) on July 1, 2015 and terminated June 30, 2016. The purpose of the MOU is
to provide treatment and counselirg to drug dependent adults and juvenile offenders, who are in
the criminal justice system due to drug related charges, with the aim of eliminating their
substance abuse. The Court received $96,500 and expended $96.,505 as of June 30, 2016. The
responsible party for the operations is the Court. The fiscal agent is the AOC. The AOC is the
government agency vhere revenues and expenditures are reported. The audit responsibility is
with the Fiscal Services Division of the AOC.
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Beginning Ending

Assets Balance Additions Deletions Balance
State Treasurer Accounts $ 4,830 $ 179,859 $ 178,756 $ 5,933
Cash in Bank 338,362 325,428 363,733 300,057

Trust Accounts $ 343,192 § 505287 $ 542,489 $ 305,990
LIABILITIES
Due to Litigants $ 343,192 § 325428 $ 363,733 $ 304,887
Due to Other State Agencies 117,038 115,935 1,103
Due to District Court General Fund - 20,553 20,553 -
Due to State General Fund - 22,198 22,198 -
Due to Mediation Fund - 12,150 12,150 -
Due to Alternative Disputz Resolution Fund - 7,920 7,920

$ 343,192 § 505287 $ 542,489 $ 305,990

See Auditor's Report
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SCHEDIULE OF OPERATING TRANSFERS

For the Year Ended June 30, 2016

SHARE
FUND TITLE TRANSFER TRANSFER
IN ouT
85300 Department of Finance and Administration 3,034,400
13900 Administrative Office of the Courts 85,200
13900 Administrative Office of the Courts 96,500
85300 Diepartment of Finance and Administration 8.277

General Fund Appropriation Laws of 20154 Chapter 101, Section 4
CASA program appropriation Laws 2015 Chapter 101 Section 4 4 (d)

Drug Court Grant Laws 2015 Chapter 101 Section 4,4(d), 6-3-23 thru 6-3-25 NMSA 1978
Reversion to State General Fund

All of the above transfers were made to the District Court's
general fund SHARE Fund # 14800 except for the reversion out
to the State General Fund

See Auditor's Report
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Outstanding

Book Balance Bank Balance Checks

GENERAL FUND
New Mexico State Treasurer (Checking) 3 102,887

SPECIAL REVENUE FUND

New Mexico State Treast rer-Alternative Dispute Resolution (Checking 116,291
New Mexico State Treastrer-Mediation (Checking) 66,738
Total Special Revente Funds (Checking) ) 183,029

AGENCY FUND

US Bank

State of New Mexico D strict Court-Litigant Account (Checking) h) 257,496 $ 257,496

State of New Mexico D strict Court Clerk (Checking) 4 4
Centinel Bank of Taos

New Mexico State Treasurer Eighth Judicial District Court (Checking 4,858 4,858
International Bank

8th Judicial District Court Trust Account (Checking) 40,556 41,056
Bank of America

New Mexico State Treasurer-8th Judicial State of New Mexico - -

(Checking)

Farmers & Stockman's Bank

8th Judicial District Court Trust (Chec<ing) 2,001 2,001

State Treasury 8th Judicial District Court (Checking) 1,075 1,075
TOTAL AGENCY FUND $ 305,990 $ 306,490

(1) all accounts. are checking accounts

See Auditor's Report
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Eighth Judicial District Court
SCHEDULE OF VENDOR INFORMATION for Purchases Exceeding $60,000 (excluding GRT)
For the Year Ended June 30, 2016

Name and
Physical Address
per the
procurement
‘ $ Amount of documentation, of
RFB#RFP  Awarded —~ Awarded ALL Vendor(s)  Brief Description of the Scope

# . Vender  Contract  that responded of Work
Youth Heartline
Youth PO Box 1664 Provides for advocacy services
VC;éiSA”;Hggrrt?linew 7 ) $85,j 54.00 Taos, NM 87571  for ¢ children in foster care.
Human -
‘Resouces Provides treatment services,
Developmr ent HRDA, Inc. PO evaluations, counseling for
Associates, Box 913 Taos, NM juveniles struggling with drug
TIDC  Inc. 7 - $137,200.00 87571 addiction in Taos County.
Tri-County 105 Provides treatment services,
Tri-County Paseo Del Canon  evaluations, counseling for
Community West Taos, NM adults struggling with drug
TADC Services, Inc.  $194.000.00 87571 ‘addiction in Taos County.
o ‘Human | 7
Resouces Provides treatment services,
Development HRDA, Inc. PO evaluations, counseling for
Associates, Box 913 Taos, NM adults struggling with drug
RADC  Inc. $1076,<](7)0.OQA875717 - ~addiction in Colfax County.

All pxocurements were RFPs there were no contract amendments, all vendors were in-state, and t
were no veteran's preferﬁnce The Court had no Federal Funds.
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JOSEPH M. SALAZAR, CPA
P.O. Box 1744
Espanola, New Mexico 87532
508-747-2775

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

Independent Auditor’s Report

Honorable Tim Keller
New Mexico State Auditor
Santa Fe, New Mexico
And
Honorable Jeff McElroy, Presiding Judge
Eighth Judicial Distrizt Court
Taos, New Mexico

We have audited in accordance with the auditing standard generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
governmental activities, each major fund, the aggregate remaining fund information and the
respective budgetary comparison for the general fund and major special revenue funds of the
State of New Mexico. Eighth Judicial District Court (Court) as of and for the year ended June 30,
2016 and the related notes to the financial statements which collectively comprise the Court’s
basic financial statements and have issued our report thereon dated November 8, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit, of the financial statements, we considered the Court’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements but not for the purpose of expressing an opinion on the effectiveness of the Court’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Court’s
internal control.
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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 misstatzment of the Court’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over financial reporting 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 weakness or significant and therefore material weakness
or significant deficiencies may ex:st 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. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

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

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

“ purpose. .

9 |

Joseph M. Salazar, CPA
November 8, 2016
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PRIOR YEAR FINDINGS
June 30, 2016

No prior year findings

Financial Statement Preparation

The financial statements, notes to the financial statements and schedules were prepared by the
District Court’s Financial Manager. Management is responsible for ensuring that the books and
records adequately support the preparation of financial statements in accordance with accounting
principles generally zccepted in tse United States of America and that the records are current and in
balance. District court has personnel that are knowledgeable and experienced in the preparation,
review and approval of financial statements.
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STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT

EXIT CONFERENCE
June 30, 2016

The contents of this report were discussed at an exit conference held on November 8, 2016.
Those attending were as follows:

Eighth Judicial District Court

Hororable Jeff F. McElroy, Chief Judge
Barbara Arnold, Court Executive Officer
Andres Tryjillo, Court Financial Manager

Pamela Nay, Court Financial Manager

Independent Auditor

Joseph M. Salazar, CPA
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