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Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major
fund, the aggregate remaining fund information, and the budgetary comparisons 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, 2018, and the related notes to the financial statements which
collectively comprise the Court’s basic financial statements as listed in the table of contents. We also
have audited the financial statements of the Court’s fiduciary funds in the accompanying fund financial
statements as of and for the year ended June 30, 2018, 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 of
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.
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In making those risk assessments, the auditor considers internal control relevant to the Court’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Court’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

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

Opinion

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 of the Court, as of June 30, 2018, and the respective changes in financial
position and the respective budgetary comparisons 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. In addition, in our opinion, the financial statements referred to above present
fairly, in all material respects, the respective financial position of the fiduciary funds of the Court as of
June 30, 2018, 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 5-10 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 Court’s financial statements, the
individual fund financial statements, and the budgetary comparisons. The additional schedules listed as
“supplementary information” in the table of contents, which includes schedules required by
2.2.2.NMAC, are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The additional schedules listed as “supplementary information” in the table of contents, which includes
schedules required by 2.2.2.NMAC, are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the financial statements.
Such 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 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 information is
fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 17,
2018 on our consideration of the Court’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on 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 Court’s internal
control over financial reporting and compliance.

2/&%\4.&,6'— ) L::vz, -«?_guagoujl F.C

Zlotnick, Laws & Sandoval, PC

October 17, 2018
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MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2018

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 2017 and 2016.

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 to 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 1978 Compilation. The district covers Taos, Colfax, and Union Counties and is
comprised of three divisions. Currently, the Division 111 Judge is the Chief Judge and is largely
responsible for operations in Taos County. The Division Il 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. Taos and Colfax Counties also have Adult Drug Court Programs.
These programs offer treatment and supervision to felony offenders whose substance abuse
issues impact their criminal activity and whom could benefit from drug education and treatment.
The Domestic Violence Program offers assistance with restraining orders, crisis intervention, and
victim advocacy and has improved the process in Domestic Relations by providing parenting
classes and mediation services. The Court Appointed Special Advocate (CASA) Program is
another support program for the community.



GOVERNMENT-WIDE FINANCIAL STATEMENTS

The two government-wide financial statements report information about the Court as a whole
using accounting methods 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 and 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 that 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 State Legislature each year. 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. 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.

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 20 through 33 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 2018. 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 11 of this report for a more detailed look at the Statement of Net Position.



NET POSITION

Governmental Activities

2018 2017

Current assets $487,710 $388,422
Capital assets 153,411 120,319

Total Assets 641,121 508,741
Current liabilities 359,465 282,583
Other liabilities 10,872 12,104

Total Liabilities 370,337 294 687
Net assets:
Invested in capital assets 153,411 120,319
Restricted 201,397 173,990
Unrestricted (84,024) (80,255)

Total Net Assets $270,784 $214,054

The current assets of $487,710 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 $487,660 plus $50 in Petty Cash.
A comparison of current assets shows an increase of $99,288 over the previous year with the
increase resulting from the following items. The General Fund increased by $127,605, ADR
decreased by $30,952 and the Domestic Relations Mediation increased by $2,635. The increase
to capital assets of $33,092 results from the total capital assets net of accumulated depreciation.
Total assets increased by $132,899 resulting from the net increases to both current and capital
assets.

The total liabilities increased by $75,650 over last fiscal year as follows. Accounts payable
increased by $68,193, payroll payables increased by $3,687, and compensated absences
increased by $3,770. The total net position for FY18 increased by $56,730 from FY18's end of
year balance or total assets minus total liabilities ($132,899-$76,169).

Statement of Activities: The following represents the revenues and expenses for fiscal year
2018. See page 12 for a more detailed look at the Statement of Activities.



CHANGES IN NET POSITION

Governmental Activities

2018 2017
Revenues:
Program revenues
Charges for services and court fees 134,177 42,725
General revenues

State General Fund Appropriation (net of reversions) 3,059,718 3,120,387
Total Revenues 3,193,895 3,163,112
Expenses:

Judicial 3,137,165 3,167,062
Change in net position 56,730 (3,950)
Net assets - Beginning 214,054 218,004
Net assets - Ending $ 270,784 $214,054

In FY18, total revenues increased by $30,783 from the previous year. The increase is a result of
the following changes. Program revenues or charges for services and court fees increased by
$4,854, an increase in the General Fund Appropriation of $38,200, an increase to a drug court
supplemental of $594, a decrease of $42,449 in special appropriation for equipment, a net change
to this year’s reversion by $416, offset by a $30,000 special appropriation allotment for a court
vehicle to be purchased in FY19.

Expenditures for FY18, decreased by $29,897 due to savings in Contractual Services for
reduction in Drug Court services due to the full year effect of the FY17 closing the Juvenile
Drug Court offset by the increase in Personal Services for the Workforce Investment Plan
implementation for the Clerk’s office element and the increase in Other expenditures for
employee training related costs and one time refresh of information technology equipment. The
change in net position of $56,730 is the result of the collective results of revenues received,
expenditures made, and liabilities recorded in FY18.

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 due to the petty cash account and a Restricted balance for the FY19 Special
Appropriation for a court vehicle. The General Fund is a reverting fund and any remaining
balances excluding the petty cash account and the FY19 Special Appropriation must be reverted
back to the State General Fund. The Alternative Dispute Resolution (ADR) and the Domestic



Relations Mediation (Med) Funds reported fund balances of $96,663 and $74,734, respectively
as reflected in the Statement of Revenues, Expenditures, and Changes in Fund Balances. The
Alternative Dispute Resolution Fund Balance decreased from the previous year by $5,352
because expenditures made exceeded revenue collected. The expenditures included electrical
services for a Dispute Resolution Center. The Mediation Program Fund Balance saw an increase
of $2,760 from the previous year because revenues exceeded expenditures, 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 and $30, respectively. In FY18 ADR
fees are required to be collected on every civil filing fee. These funds are reserved for
expenditures for their respective programs in future years and are not revertible.

BUDGETARY COMPARISONS

GASB 34 requires budgetary comparison schedules for the general fund and for each major
special revenue fund that has a legally adopted annual budget. The budgetary comparison
schedules present both 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 compliance 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 overall variance was $(732). This was the result of $1,326 of unearned revenue
from the tape and copy revenue budget offset by an increase in Supplemental Drug Court
Funding of $594. On the expenditure side a variance of $8,911 unspent budget is reflected, but
once the reversion of ($8,178), the Supplement Drug Court funding increase of $594, and the
unearned revenue of $1,326 is subtracted the variance will zero out. Revenues collected in the
Alternative Dispute Resolution Fund were $13,245 with a variance of $31,755 with $27,652 in
expenditures made against this fund. Revenues collected in the Court Mediation Fund were
$9,660 with a variance of $15,340 with $6,900 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 2018, with an amount of $153,411. This investment in capital
assets consists of a collection of library books, office furniture and equipment, and vehicles. The
expenditures of capital asset transactions during the current year include Courtroom
Audio/Visual equipment, adjustable height Courtroom lecterns, and portable video conference
equipment. There were deletions of capital assets relating to obsolete assets and assets costing
less than $5,000. Additional information on the Court’s capital assets can be found in on Pages
23 and 29 of this report.

Long-Term Debt. At the end of the current fiscal and prior year, the Court had no long-term
debt outstanding.



ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS

As reflected in the Statement of Activities, total revenues to operate the Court and its programs
were $3,146,316 higher net program expenses of $3,089,586 for a positive change in net position
of $56,730. Fiscal year 2018 showed a 1.3% funding increase. Our expenditure rate for FY18
was 99.76%. The Court received funding in FY18 for FY19 Special Appropriation for the
purchase of a court vehicle to be purchased in FY19. In FY18 the Court continued to restructure
positions in the organization to better serve the needs of the Court in the goal to coordinate and
consolidate functions. The FY20 Appropriation Request was submitted for $3,220,800 (General
Fund) which equates to a 2.8% increase or $88,300 over the FY19 General Fund Base. The
additional request covers an increase of $12,200 for medical insurance and GSD premiums,
$4,900 in staff salary increases to fulfill of the Supreme Court’s “Workforce Investment Plan”
ongoing costs, and a net of $69,000 expansion expenses essential to maintain services and
provide efficiencies in both the core mission of the court and administrative workload. 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 successfully met in FY'17.
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 Court, 105 Albright Street, Suite N, Taos, NM 87571.
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STATEMENT OF NET POSITION
June 30, 2018

ASSETS
Current Assets:

Petty Cash

Investment in State General Fund Investment Pool
Total Current Assets

Noncurrent Assets:

Capital Assets

Less: Accumulated Depreciation
Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities:

Accounts Payable

Payroll Benefits Payable

Payroll Taxes Payable

Accrued Payroll

Compensated Absences - current
Total Current Liabilities

Noncurrent Liabilities:
Compensated Absences
TOTAL LIABILITIES

NET POSITION
Net Investment in Capital Assets
Restricted for:
Alternative Dispute Resolution
Domestic Relations Mediation
FY19 Special Appropriation for court vehicle
Unrestricted (deficit)
TOTAL NET POSITION

TOTAL LIABILITIES AND NET POSITION

See Notes to Financial Statements.

STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT

Governmental
Activities

S 50
487,660
487,710

578,795
(425,384)
153,411

S 641,121

S 186,460
35,232

18,224

46,347

73,202

359,465

10,872
370,337

153,411

96,663
74,734
30,000

(84,024)

270,784

S 641,121
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STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2018

Governmental
Activities

Expenses:

Judicial:

Administrative Services S 3,082,342
Depreciation Expense 54,823

Total Expenses 3,137,165
Program Revenues:

Charges for Services 111,272

Court Fees 22,905
Total Program Revenues 134,177
Net program expenses (3,002,988)
General Revenues and Transfers

State General Fund Appropriations 2,984,400

Other State Funds 83,496

State General Fund Reversion - FY 2018 (8,178)
Total General Revenues and Transfers 3,059,718
Change in net position 56,730
Net Position, beginning of year 214,054
Net Position, end of year S 270,784

See Notes to Financial Statements.




BALANCE SHEET — GOVERNMENTAL FUNDS
June 30, 2018

ASSETS

Current Assets:
Non-Spendable
Investment in State GF Investment Pool

TOTAL ASSETS
LIABILITIES AND FUND BALANCES

Current Liabilities:
Accounts Payable
Payroll Benefits Payable
Payroll Taxes Payable
Accrued Payroll
Due to State General Fund

TOTAL LIABILITIES
FUND BALANCES
Non-Spendable
Restricted for:

Alternative Dispute Resolution
Domestic Relations Mediation

FY19 Special Appropriation for court vehicl

TOTAL FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCES

See Notes to Financial Statements.

STATE OF NEW MEXICO

General ADR Mediation
Fund Fund Fund
14800 08400 92600 Total
S 50 - - S 50
315,388 96,663 75,609 487,660
S 315,438 96,663 75,609 S 487,710
S 185,585 - 875 S 186,460
35,232 - - 35,232
18,224 - - 18,224
46,347 - - 46,347
285,388 - 875 286,263
50 - - 50
- 96,663 - 96,663
) - 74,734 74,734
30,000 - - 30,000
30,050 96,663 74,734 201,447
S 315,438 96,663 75,609 S 487,710

EIGHTH JUDICIAL DISTRICT COURT
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STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET TO THE STATEMENT OF NET POSITION
June 30, 2018

Total fund balances for governmental funds S 201,447

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

Capital assets used in governmental activities are not
financial resources, and therefore are not reported in
the funds. These assets consist of the following:
Capital assets, net 153,411
Some liabilities are not due and payable in the current
period, and therefore are not reported in the funds.

Those liabilities consist of the following:

Compensated absences (84,074)

Net Position of Governmental Activities S 270,784

See Notes to Financial Statements.
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STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT

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

For the Year Ended June 30, 2018

REVENUES
Charges for Services
Court Fees
Total Revenues

EXPENDITURES
Current:
Judicial:

Administrative Services:
Personal Services and Benefits
Contract Services
Other Costs

Capital Outlay

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

OTHER FINANCING SOURCES (Uses)
Transfers In:
General Fund Appropriations
Other Financing Sources
Transfers Out:
2018 Reversions to the State General Fund
Total Other Financing Sources (Uses)
Net Change in Fund Balances
Fund Balances, beginning

Fund Balances, ending

See Notes to Financial Statements.

General ADR Mediation
Fund Fund Fund
14800 08400 92600 Total
S 111,272 - - S 111,272
- 13,245 9,660 22,905
111,272 13,245 9,660 134,177
2,383,336 12,646 - 2,395,982
463,529 5,429 6,900 475,858
206,210 522 - 206,732
87,915 - - 87,915
3,140,990 18,597 6,900 3,166,487
(3,029,718) (5,352) 2,760 (3,032,310)
2,984,400 - - 2,984,400
83,496 - - 83,496
(8,178) - - (8,178)
3,059,718 - - 3,059,718
30,000 (5,352) 2,760 27,408
50 102,015 71,974 174,039
S 30,050 96,663 74,734 S 201,447
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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, 2018

Net change in fund balances - total governmental funds S 27,408

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

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

Capital outlay 87,915
Depreciation expense (54,823)
Excess of capital outlay over depreciation expense

and loss on disposition of capital assets 33,092

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

Change in compensated absences (3,770)

Change in Net Position of Governmental Activities S 56,730

See Notes to Financial Statements.
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STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT

STATEMENT OF REVENUES AND EXPENDITURES BUDGET AND ACTUAL (BUDGETARY BASIS) — MAJOR GOVERNMENTAL

FUNDS
For the Year Ended June 30, 2018

REVENUES
General Fund Appropriation
Other Financing Sources
Misc Revenue
Total Revenues

EXPENDITURES
Administrative Services:
Personal Services
Contractual Services
Other Costs
Other Costs - Capital Outlay
Total Expenditures

General Fund - 14800

Budget Actual Variance with

Original Final Amounts  Final Budget

$ 2,954,400 2,984,400 2,984,400 -

Excess of revenue and other financing sources over expenditures and

other uses

Less reversion FY18

Changes in fund balances per statement of revenues, expenditures

and changes in fund balances (GAAP Basis)

REVENUES
Court Fees

EXPENDITURES
Administrative Services:
Personal Services
Contractual services
Other
Total Expenditures

169,500 169,500 170,094 594
26,000 26,000 24,674 (1,326)
$ 3,149,900 3,179,900 3,179,168 (732)
$ 2,485,000 2,391,700 2,383,336 8,364
526,200 474,800 463,529 11,271
138,700 195,485 206,210 (10,725)
- 87,915 87,915 -
$ 3,149,900 3,149,900 3,140,990 8,910
38,178
(8,178)
S 30,000
Alternative Dispute Resolution Fund - 08400
Budget Actual Variance with
Final Amounts  Final Budget
S 45,000 45,000 13,245 (31,755)
S 17,400 17,400 12,646 4,754
S 26,600 26,600 5,429 21,171
1,000 1,000 522 478
S 45,000 45,000 18,597 26,403

Excess of revenue and other financing sources over expenditures and

other uses

(5,352)

Changes in fund balances per statement of revenues, expenditures

and changes in fund balances (GAAP Basis)

See Notes to Financial Statements.

(5,352)
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STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT

STATEMENT OF REVENUES AND EXPENDITURES BUDGET AND ACTUAL (BUDGETARY BASIS) — MAJOR GOVERNMENTAL

FUNDS - Continued

For the Year Ended June 30, 2018

Domestic Relations Mediation Fund - 92600

Budget Actual Variance with
Final Amounts  Final Budget
REVENUES
Court Fees S 35,000 35,000 9,660 (25,340)
EXPENDITURES
Administrative Services:
Contractual services S 35,000 35,000 6,900 28,100
Total Expenditures S 35,000 35,000 6,900 28,100
Excess of revenue and other financing sources over expenditures and
other uses S 2,760
Changes in fund balances per statement of revenues, expenditures
and changes in fund balance (GAAP Basis) S 2,760

See Notes to Financial Statements.
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STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES — AGENCY FUND

June 30, 2018
Agency Fund
ASSETS
Cash and cash equivalents S 289,783
LIABILITIES
Deposits held for others (or due to external parties) S 289,783

See Notes to Financial Statements.
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NOTES TO THE FINANCIAL STATEMENTS
June 30, 2018

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Reporting Entity

The Eighth Judicial District 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 a 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 court 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 accountability as the "cornerstone of all financial reporting in
government."

These financial statements include all funds and activities over which the Court has oversight responsibility. The
District Court has decision-making authority, the power to designate management, the responsibility to
significantly influence operations, and primary 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 Financial Accounting Standards Board (FASB), the Accounting Principles Board (APB) or
any Accounting Research Bulletins (ARB) issued unless these pronouncements conflict or contradict GASB
Pronouncements.

The accounting policies 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:

A. Basis of Accounting/Measurement Focus

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

Government-Wide Financial Statements

The Court’s government wide financial statements include a statement of net position and a statement of
activities that 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. The Court has no business-type activities; therefore, these
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June 30, 2018

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

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

Fund Financial Statements

The governmental fund financial statements are presented on the current financial resource measurement focus
and 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 amount. Available means collectible within the current period or within sixty days of year-end in order to pay
current liabilities. Expenditures (including capital outlay) are recorded when the related fund liability is incurred.

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

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
third party and cannot be used to address activities or obligations of the government, these funds are not
incorporated in the government-wide financial statements.

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

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

The following fund types are used by the Court:

Governmental Funds
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General Fund: The General Fund is the general operating fund of the Court and is considered a major fund. It is
used to account for all financial resources except those required to be accounted for in another fund. Any
unencumbered balance remaining in the General Fund at the end of the fiscal year reverts to the General Fund of
the State of New Mexico. The revenues and expenditures of the Court are regularly accounted for in this fund.
The SHARE number and description of the General Fund of the Court is #14800 - Court Regular.

Special Revenue Funds: These funds account for revenue sources that are legally restricted to expenditures for
specific purposes. No expenditures can be made from special revenue funds for the operations of the Court.

Court Mediation — The Court has established a Domestic Relations Mediation Fund pursuant to Sections (40-
12-4, NMSA 1978 Comp.) of the Domestic Relations Mediations Act. The Court collects a fee from general
docket cases as required by statute to finance a mediation alternative to legal resolution of domestic
disputes such as consideration of divorce, child custody and visitation issues. The Mediation Fund is non-
reverting. The SHARE fund number of the Mediation Fund is #92600. The court considers this fund a major
fund. At June 30, 2018, there were no outstanding encumbrances.

Alternative Dispute Resolution (ADR) — 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 alternative 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 state statute 34-6-44. The
SHARE number is #08400. The court considers this fund a major fund. At June 30, 2018, there were no
outstanding encumbrances.

Fiduciary Funds

Agency Funds are used to account for assets held by the Court in a trustee capacity or as an agent for individuals,
private organizations, other governments, and/or other funds. Agency Funds are custodial in nature (assets equal
liabilities) and do not involve measurement of results of operations. The agency funds of the Court are as follows:

Agency Fund — The agency fund is used to account for assets held by the Court in a custodial capacity 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. The Share number for the agency fund is
#96730.

C. Assets, Liabilities and Equity

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. Capital assets
with a value exceeding $5,000 are capitalized. 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:
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Furniture, fixtures 5to 7 years
Equipment and machinery 5to 10 years
Vehicles 5to 10 years
Building Improvements 15 to 20 years

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. The Court does not capitalize computer software
or software developed for internal use (if applicable), unless it exceeds the $5,000 threshold.

Long-Term Liabilities

Compensated Absences - The Court's policy regarding annual leave permits employees to accumulate earned, but
unused annual leave. The liability for these compensated absences is recorded as current debt in the
government-wide statements. In the fund financial statements, governmental funds report only the
compensated absences liability payable from expendable available financial resources. As the State of New
Mexico does not budget funds in the current year to pay any portion of the compensated absence liability at the
end of the fiscal year, no current liability is recorded in the fund financial statements.

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

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

2. Restricted net position, consists of assets (reduced by liabilities and deferred inflows related to those
assets) with constraints placed on their use either by (1) external groups such as creditors, grantors,
contributors or laws or regulations by other governments; or (2) law through constitutional provisions or
enabling legislation.

3. Unrestricted net position are all other assets (reduced by liabilities and deferred inflows related to
those assets) that do not meet the definition of "restricted" or "invested in capital assets”, net of related
debt. The deficit reflected in the statement is caused primarily by accrued compensated absences at year
end that have not been funded.

Fund Financial Statements:

The governmental fund financial statements present fund balances based on classifications that comprise
a hierarchy that is based primarily on the extent to which the Court is bound to honor constraints on the
specific purposes for which amounts in the respective governmental funds can be spent. The
classifications used in the governmental fund financial statements are as follows:
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Non-spendable: This classification includes amounts that cannot be spent because they are either (a) not
in spendable form or (b) are legally or contractually required to be maintained intact.

Restricted: This classification includes amounts for which constraints have been placed on the use of the
resources either (a) externally imposed by creditors (such as through a debt covenant), grantors,
contributors, or laws or regulations of other governments, or (b) imposed by law through constitutional
provisions or enabling legislation.

Committed: This classification includes amounts that can be used only for specific purposes pursuant to
constraints imposed by formal action of the Court. These amounts cannot be used for any other purpose
unless the Court removes or changes the specified use by taking the same type of action (resolution) that
was employed when the funds were initially committed. This classification also includes contractual
obligations to the extent that existing resources have been specifically committed for use in satisfying
those contractual requirements.

Assigned: This classification includes amounts that are constrained by the Court’s intent to be used for a
specific purpose but are neither restricted nor committed. This intent can be expressed by the Court or
through the Court delegating this responsibility to the Court manager through the budgetary process.
This classification also includes the remaining positive fund balance for all governmental funds except for
the General Fund.

Unassigned: This classification includes the residual fund balance for the General Fund, or, in other
words, all amounts not included in other spendable classifications.

The Court would typically use restricted fund balances first, followed by committed resources, and then assigned
resources, as appropriate opportunities arise, but reserves the right to selectively spend unassigned resources
first to defer the use of these other classified funds.

D. Budgets and Budgetary Accounting
The Court follows these procedures in establishing the budgetary data reflected in the financial statements:

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

2. Appropriation request hearings are scheduled by the JBO. Recommendations are made by the JBO 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 Eighth
District.

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

25



STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT

NOTES TO THE FINANCIAL STATEMENTS
June 30, 2018

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

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

6. Legal budget control for expenditures is by appropriation program level.

7. Formal budgetary integration is employed as a management control device during the fiscal year for
the Governmental Funds.

8. The General Appropriation Act of 2004, which applies to fiscal years beginning in 2009, established the
modified accrual basis of accounting as the budgetary basis of accounting for the State of New Mexico.
State agencies have a different budget basis that began in the fiscal year ended June 30, 2005. Under the
new law, encumbrances related to single year appropriations lapse at year-end. The portion of an
encumbrance representing goods and services received by the last day of the fiscal year should be
reclassified as accounts payable. Any remaining encumbrances related to single year appropriations must
be reclassified as unreserved fund balance and a liability recorded to recognize any amounts subject to
reversion. If the Legislature provides a new appropriation for a specific encumbrance, it is carried forward
to a new appropriation period to be charged against the budget. If the Legislature does not provide a new
appropriation for an encumbrance, the encumbrance is no longer authorized.

9. Appropriation periods are sometimes for periods in excess of twelve months (multiple-year
appropriations). When such appropriation periods lapse, the authority for the budget also lapses and
encumbrances can no longer be charged to that budget. The General Appropriation Act, Laws of 2006,
Chapter 109, Section 3, Subsections 0 and N, which applies to fiscal years beginning with 2008 establishes
the modified accrual basis of accounting as the budgetary basis except for accounts payable accrued at
the end of fiscal year that do not get paid by the statutory deadline per Section 6-10-4 NMSA 1978. The
accounts payable that do not get paid timely must be paid out of the next year's budget.

E. Accrued Compensated Absences

Employees are entitled to accumulate annual leave at a rate based on appointment date and length of
continuous service. A maximum of 240 hours of annual leave may be carried forward after the pay period
beginning in December and ending in January. When employees terminate, they are compensated at their
current hourly rate for accumulated unpaid annual leave as of the date of termination, up to a maximum of 240
hours. Employees are entitled to accumulate sick leave at a rate of 3.69 hours per pay period. There is no limit to
the amount of sick leave that an employee may accumulate. State agencies are allowed to pay fifty (50) percent
of each employee's hourly rate for accumulated sick leave over 600 hours up to 120 hours. Payment may be
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made only once per fiscal year at a specified pay period in either January or July. In accordance with GASB
Statement No. 16 Accounting for Compensated Absences, accrued compensated absences consist of
accumulated annual leave, sick leave, and compensatory leave and related salary payments (employers' matching
FICA and Medicare payroll taxes).

F. Program Revenues

Program revenues consist of federal grants, charges for services and court fees collected per statute designated
for Court operations. The Court has only one function and therefore does not have a policy for allocating indirect
costs.

G. Use of Estimates

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

H. Inter-fund Activity

Inter-fund transactions are treated as transfers. Transfers between governmental funds are netted as part of the
reconciliation to the government-wide financial statements.

NOTE 2: CASH AND CASH EQUIVALENTS

At June 30, 2018, cash and cash equivalents consisted of the following checking accounts:

Bank Book
Balance Balance

Agency Funds — State Treasurer:

Taos County — Centinel Bank S 1,831 S 1,831

Colfax County — Wells Fargo - -

Union County — Farmers & Stockmen Bank of

Clayton 500 500
Agency Funds — Trust Accounts:

Taos County — US Bank Checking 232,979 232,975

Taos County — US Bank Savings 4 4

Colfax County — International Bank 49,054 49,054

Union County — Farmers & Stockmen Bank of

Clayton 5,419 5,419
Total S 289,787 S 289,783
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Custodial Credit Risk: Custodial credit risk is the risk that in the event of a bank failure the Court’s deposits may
not be returned. Currently all of the above listed accounts are either insured or collateral has been pledged by
the financial institution for amounts exceeding FDIC insurance. Section 6-10-14, 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. The collateralization of the Court’s bank
accounts is monitored by the State Treasurer’s Office. The State Treasurer’'s Office issues separate financial
statements which disclose the collateral pledged to secure State Treasurer cash and investments, and can be
accessed at the State Treasurer’s website www.nmsto.gov.

NOTE 3: INVESTMENT IN THE STATE TREASURER INVESTMENT POOL

State law (Section 8-6-3 NMSA 1978) requires the Court’s cash be managed by the New Mexico State Treasurer's
Office. Accordingly, the investments of the Court consist of an interest in the General Fund Investment Pool
managed by the New Mexico State Treasurer's Office.

At June 30, 2018 the Court had the following invested in the General Fund Investment Pool:

Share Account Fair
Fund # Maturity Balance Value

General Fund:
Investment in the State General Fund
Investment Pool 148 1 day S 315,388 § 315,388

Mediation Fund:
Investment in the State General Fund

Investment Pool 926 1 day 75,609 75,609
ADR Fund:

Investment in the State General Fund

Investment Pool 084 1 day 96,663 96,663
Total S 487,660 S 487,660

Interest Rate Risk - The New Mexico State Treasurer’s Office has an investment policy that limits investment
maturities to five years or less on allowable investments. This policy is a means of managing exposure to fair
value losses arising from increasing interest rates. This policy is reviewed and approved annually by the New
Mexico State Board of Finance.

Credit risk - The New Mexico State Treasurer pools are not rated.

For additional GASB 40 disclosure information regarding cash held by the New Mexico State Treasurer, the reader
should see the separate audit report for the New Mexico State Treasurer's Office for the fiscal year ended June
30, 2018.
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NOTE 4: CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2018 was as follows:

Balance Balance
2017 Additions Deletions Reclassified 2018

Capital assets depreciated:

Aircraft, Autos And Trucks 93,831 0 - - S 93,831

Information Technology Equip 92,199 60,493 61,150 252,832 344,374

Furniture And Fixtures 311,258 27,422 8,559 (252,832) 77,289

Library & Museum Acquisitions 63,301 - - - 63,301
Total Capital assets depreciated 560,589 87,915 69,709 - 578,795
Less accumulated depreciation for:

Aircraft, Autos And Trucks 72,708 5,281 - - 77,989

Information Technology Equip 13,657 49,542 61,150 232,178 234,227

Furniture And Fixtures 290,604 - 8,559 (232,178) 49,867

Library & Museum Acquisitions 63,301 - - - 63,301
Total accumulated Depreciation 440,270 54,823 69,709 - 425,384
Total capital assets, net S 120,319 33,092 0 - S 153,411

Current depreciation expense is $54,823.
NOTE 5: COMPENSATED ABSENCES

The following is a summary of changes in compensated absences:

Balance Balance Due within
6/30/17 Additions Deletions 6/30/18 One Year
Compensated
Absences $ 80,304 102,602 98,832 S 84,074 S 73,202

Compensated absences are liquidated with available financial resources out of the general fund. The State of NM
does not budget in the current year, funds to pay any portion of the compensated absence liability at the end of
the year; therefore, the current portion of compensated absences is not recorded in the fund financial
statements. The Court has no other debt.

NOTE 6: SPECIAL APPROPRIATION

The Court received a special appropriation, as shown at the Schedule of Operating Transfers on page 33, to
purchase a vehicle. The money is restricted for this purpose and must be expended by June 30, 2019.
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NOTE 7: PERA RETIREMENT PLAN

Compliant with the requirements 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, 2018.

The Court, as part of the primary government of the State of New Mexico, is a contributing employer to a cost-
sharing multiple employer defined benefit 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 State Controller, Room 166, Bataan Memorial Building, 407 Galisteo
Street, Santa Fe, New Mexico, 87501.

NOTE 8: JRA RETIREMENT PLAN

Compliant with the requirements 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, 2018.

The Court, as part of the primary government of the State of New Mexico, is a single employer defined benefit
pension plan (Judicial 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 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 State Controller, Room 166, Bataan Memorial Building, 407 Galisteo
Street, Santa Fe, New Mexico, 87501.

NOTE 9: POST-EMPLOYMENT BENEFITS — STATE RETIREE HEALTH CARE PLAN

Compliant with the requirements of Government Accounting Standards Board Statement no. 75, Accounting and
Financial Reporting for Postemployment Benefits Other Than Pensions, the State of New Mexico has
implemented this standard for the fiscal year ended June 30, 2018.

The (Department, Agency, Commission, etc.), as part of the primary government of the State of New Mexico, is a
contributing employer to a cost-sharing multiple-employer defined benefit postemployment health care plan that
provides comprehensive group health insurance for persons who have retired from certain public service
positions in New Mexico. The other postemployment benefits (OPEB) Plan is administered by the Retiree Health
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Care Authority of the State of New Mexico. Overall, total OPEB liability exceeds OPEB Plan net position resulting
in a net OPEB liability. The State has determined the State’s share of the net OPEB liability to be a liability of the
State as a whole, rather than any agency or department of the State and the liability will not be reported in the
department or agency level financial statements of the State. All required disclosures will be presented in the
Comprehensive Annual Financial Report (CAFR) of the State of New Mexico.

Information concerning the net liability, benefit expense, and benefit-related deferred inflows and deferred
outflows of resources of the primary government will be contained in the State of New Mexico Comprehensive
Annual Financial Report (CAFR) for the year ended June 30, 2018 and will be available, when issued, from the
Office of the State Controller, Room 166, Bataan Memorial Building, 407 Galisteo Street, Santa Fe, New Mexico,
87501.

NOTE 9: OPERATING LEASES

The Court leases office equipment under operating leases with third party vendors. The contracts for lease
include annual non-appropriation clauses which can terminate the respective leases. Lease expense under these
leases amounted to $10,055 for the year ending June 30, 2018. Annual future minimum lease payments are as

follows:
2019 S 8,067
2020 5,378
2020 -
2021 -
Total S 13,445

NOTE 10: DEFERRED COMPENSATION

The State of New Mexico offers state, local government and school district employees a deferred compensation
plan created in accordance with Internal Revenue Code Section 457. The plan available to all State employees
and those local government and school district employees whose employers have elected participation in the
plan permits participants to defer 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 making 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 Employees Retirement Association, which administers the plan.
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NOTE 11: RISKS OF LOSS

The Court obtains coverage through Risk Management Division of the State of New Mexico General Services
Department. This coverage includes general liability, worker's compensation, law enforcement liability, civil
rights, property, and vehicle. These coverages 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 occurrence by the State of New Mexico for the period July 1 through June 30. There are no
pending or known threatened legal proceedings involving material matters to which the Court is a party.

NOTE 12: EVALUATION OF SUBSEQUENT EVENTS

The Court has evaluated subsequent events through October 17, 2018, which is the date the financial statements
were available to be issued.
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Beginning Ending
Balance Additions Deletions Balance
ASSETS
Cash in Bank:
State Treasurer Account S 8,265 194,179 200,113 S 2,331
Trust Accounts 236,422 366,768 315,738 287,452
S 244,687 560,947 515,851 S 289,783
LIABILITIES
Due to Other State Agencies S 8,265 194,179 200,113 S 2,331
Due to Litigants 236,422 366,768 315,738 287,452
S 244,687 560,947 515,851 S 289,783

See Independent Auditor's Report
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SHARE TRANSFER
FUND TITLE In Out
(1) 85300 Department of Finance & Administration S 2,954,400 S -
(2) 85300 Department of Finance & Administration S 30,000
(3) 13900 Administrative Office of the Courts 83,496 -
(4) 85300 FY 2018 Reversion - 8,178
Total S 3,067,896 S 8,178

(1) General Fund Appropriation Laws of 2017, 1st Session, Chapter 135 Section 5, #22

(2) Special Appropriation to purchase a vehicle, Laws of 2018, 2nd Session, Chapter 73,
Section 5, #12

(3) CASA Program Laws 2017, 1st Session, Chapter 135, Section 4 4(a)

(4) Reversion to the State general Fund

See Independent Auditor's Report
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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

Independent Auditor’s Report

Wayne Johnson
New Mexico State Auditor
and
Honorable Jeff McElroy, Presiding Judge
Eighth Judicial District Court
Taos, New Mexico

We have audited in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, each major fund, the aggregate remaining fund information, and the budgetary comparisons
for the general fund and major special revenue fund of the Eighth Judicial District Court (Court), as of
and for the year ended June 30, 2018, and the related notes to the financial statements, which
collectively comprise the Eighth Judicial District Court’s basic financial statements and have issued our
report thereon dated October 17, 2018.

Internal Control over Financial Reporting

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

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

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
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 Court’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Z,/o;’lué/f'— | c:vz, f(’faafwjl io'tf

Zlotnick, Laws & Sandoval, P.C.

October 17, 2018
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SCHEDULE OF FINDINGS AND RESPONSES
June 30, 2018

Current Year Findings

None

Prior Year Findings

None

STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT
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STATE OF NEW MEXICO
EIGHTH JUDICIAL DISTRICT COURT

EXIT CONFERENCE
June 30, 2018

The contents of this report were discussed at an exit conference held October 17, 2018

The Eighth Judicial District Court was represented by:
Honorable Jeff McElroy, Chief Judge
Barbara E. Arnold, Court Executive Officer

Pamela S. Nay, Court Deputy CEO/CFO

Zlotnick, Laws & Sandoval, P.C. was represented by:

Asa Laws, CPA

The financial statements were prepared by the auditors, jointly with Pamela Nay, Deputy Court
Executive Office and Chief Financial Officer. However, the financial statements are the responsibility of
management.
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