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Independent Auditors’ Report

Ms. Kari Brandenburg, District Attorney
State of New Mexico

Second Judicial District Attorney
Albuquerque, New Mexico

and

Mr. Hector H. Balderas

New Mexico State Auditor

Santa Fe, New Mexico

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the budgetary comparisons for the general fund and the major special revenue
fund of the State of New Mexico Second Judicial District Attorney (the District Attorney), as of
and for the year ended June 30, 2014, and the related notes to the financial statements, which
collectively comprise the District Attorney's basic financial statements as listed in the table of

contents.

Management’s Responsibility for the Financial Statements

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

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

An independent member of Nexia Intemational
INTERNATIONAL



Opinion -

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities and each major fund- of the
District Attorney as of June 30, 2014, and the respective changes in financial position and the
respective budgetary comparisons for the general fund and the major special revenue fund for
the year then ended in accordance with accounting principles generally accepted in the United
States of America.

Emphasis of Matter

As discussed in Note 2, the financial statements of the District Attorney are intended to present
the financial position and changes in financial position of only that portion of the governmental
activities, each major fund, the aggregate remaining fund information and all respective
budgetary comparisons of the State of New Mexico that is attributable to the transactions of the
District Attorney. They do not purport to, and do not present fairly the financial position of the
entire State of New Mexico as of June 30, 2014, and the changes in the financial position for
the year then ended, in conformity with accounting principles generally accepted in the United
States of America. Our opinion is not modified with respect to this matter.

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 through 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 District Attorney’s financial
statements and the budgetary comparisons.” The other information required by 2.2.2 NMAC as
listed in the table of contents is presented for purposes of additional analysis and is not a
required part of the basic financial statements.

The Other Supplementary Information required by 2.2.2 NMAC is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the



Other Supplementary Information required by 2.2.2 NMAC is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In ‘accordance with Government Auditing Standards, we have also issued our report dated
December 4, 2014 on our consideration of the District Attorney’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the District Attorney’s internal control over

financial reporting and compliance.

CliftonLarsonAllen LLP

WM%% L7

Albuquerque, New Mexico
December 4, 2014




STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

Financial Highlights

The following items are the District Attorney's financial highlights for the fiscal year ended
June 30, 2014.

e Net position of the District Attorney decreased by $145,829, or -256%, in FY14
compared to FY13. The decrease is a result of is a result of utilizing the Southwest
Border Prosecution Initiative (SWBPI) fund balance of $416,977.

e The District Attorney’s office received an additional General Fund appropriation for the
1.75% retirement swap between the employer and employee retirement benefits. The
employer will pay an additional 1.75% of the retirement benefit.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District Attorney’s
basic financial statements. The District Attorney’s basic financial statements are comprised of
three components: 1) government-wide financial statements, 2) fund financial statements, and
3) notes to the financial statements.

Government-Wide Financial Statements. The govemment—wide'financia[ statements are
designed to provide readers with a broad overview of the District Attorney’s finances, in a
manner similar to a private-sector business.

The statement of net position presents information on all of the District Attorney’s assets and
liabilities, with the difference between the two reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the

District Attorney is improving or deteriorating.

The statement of activities presents information showing how the District Attorney’s net position
is reported as soon as the underlying event giving rise to the change occurs, regardless of the
timing of the related cash flows. Thus, revenues and expenses are reported in this statement
for some items that will result in cash flows in future fiscal periods.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The
District Attorney, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the District
Attorney can be divided into one of three categories: governmental funds, proprietary funds
and fiduciary funds.

Governmental Funds - Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. For this purpose,
the District Attorney considers revenues to be available if they are collected within 60 days
of the current fiscal period. Such information may be useful in evaluating a government'’s
near-term financing requirements. Because the focus of governmental funds is narrower
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

than that of the government-wide financial statements, it is useful to compare the
information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers
may better understand the long-term impact of the District Attorney’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement
of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

In addition to the General fund, the District Attorney maintains one other individual
governmental fund, which is classified as a special revenue fund. Information for the
General fund and the Special Revenue fund, both of which are considered to be major
funds, is presented separately in the governmental fund balance sheet and in the
governmental fund statement of revenues, expenditures, and changes in fund balances.

The District Attorney adopts an annual appropriated budget for its General fund. A
budgetary comparison statement for the General fund is presented on page 17. In addition,
the District Attorney adopts an annual budget for the other fund. A budgetary comparison
statement is presented individually for that fund.

Fiduciary Funds - Fiduciary funds are used to account for resources held for the benefit of
parties outside the government. Fiduciary funds are not reflected in the government-wide
financial statements because the resources of those funds are not available to support the
District Attorney’s own programs. The accounting used for fiduciary funds is much like that
used for proprietary funds.

Notes to the Financial Statements. The notes provide additional information that is essential
to a full understanding of the data provided in the government-wide and the fund financial
statements.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s
financial position. In the case of the District Attorney’s primary government, liabilities exceeded
assets by $230,516.




STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY

MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

Financial Anélysis of the District Attorney as a Whole

Net Position

Table A-1 summarizes the District Attorney’s net position for the fiscal years ending June 30,

2014 and 2013.
Table A-1 7
The District Attorney’s Net Position
6/30/2014 6/30/2013 $ Change % Change
Assets - ,
Current and other assets -~ $ 991,560 $ 1,094,089 $ (102,529) -9%
Capital assets 120,715 97,633 23,082 249,
Total Assets $ 1,112,275 $ 1,191,722 $ (79,447) 7%
Liabilities
Current $ 1,342,791 $ 1,276,409 $ 66,382 5%
Total Liabilities 1,342,791 1,276,409 66,382 5%
Net Position
Net investment in capital assets 120,715 97,633 23,082 24%
Unrestricted (354,470) (182,320) (172,150) 94%
Total Net Position (230,516) (84,687) (145,829) 172%
Total Liabilities and Net Position $ 1,112,275 § 1,191,722 §

(79,447) 7%

There is a significant change in net position for fiscal year 2014 as compared to fiscal year
2013. The decrease is a result of utilizing the Southwest Border Prosecution Initiative (SWBPI).

The agency covered shortfalls in other costs during fiscal year 2014.



STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

Changes in Net Position

Table A-2 summarizes the District Attorney’s changes in net position for fiscal years 2014 and
2013. Governmental activities during the year decreased the District Attorney’s net position by

$145,829.

Table A-2
Changes in the District Attorney’s Net Position

6/30/2014 6/30/2013 $ Change % Change

Program Revenues

Charges for services $ 76,415 $ 64,957 $ 11,458 18%

Operating Grants 753,148 723,459 29,689 4%
General Revenues

General Fund Appropriation 17,107,200 16,414,200 693,000 ) 4%

Transfers 143,200 6,900 136,300 1975%
Total Revenues 18,079,963 17,209,516 870,447 5%
Expenses

General Government 18,225,792 17,348,662 877,130 5%
Total Expenses 18,225,792 17,348,662 877,130 5%
Change in Net Position (145,829) (139,146) (6,683) 5%
Beginning Net Position (84,687) 54,459 (139,146) -256%
Ending Net Position $ (230516) $§  (84,687) $ (145,829) 172%

The District Attorney’s revenues increased by $ 870,447, or 5%, from the previous fiscal year.
The most significant changes were related to increase in the general fund appropriation for

salaries and benefits.




STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

Governmental Funds

The focus of the District Attorney’s governmental funds is to provide information on near-term
inflows and balances of spendable resources. Such information is useful in assessing the
District Attorney’s financing requirements. In particular, unassigned fund balances may serve
as useful measurers of government’s net resources available for spending at the end of the

fiscal year.

As of the end of the current fiscal year, the District Attorney’'s governmental funds reported
combined ending fund balances of $420,216. Of the fund balance, $416,977 is related to
unexpended amounts of SWBPI funds and Pueblo MOUs that are not subject to reversion and
are classified as spendable and unrestricted, to be used in future years to cover budget

shortfalls.
Financial Analysis of the District Attorney’s Funds

Budget - As mentioned earlier, the District Attorney uses fund accounting to ensure and
demonstrate compltance with finance-related legal requirements. For the General Fund
budget, total revenues budgeted were $17,687,400 and actual revenues received were
$17,517,162, which is a negative variance of $170,238. The variance is due to other state
funds and federal funds budgeted and not received.

For the General Fund budgeted expenditures, budgeted expenditures were $18,013,800 and
actual expenditures were $17,619,885, which is a variance of $393,915. The variance is due to
not receiving funding for the expenditures.

Capital Assets

For fiscal year 2014, there was $72,725 in deletions of fully depreciated assets. In addition, the
District Attorney purchased $70,004 in vehicles, increasing net capital assets as of June 30,

2014.
Debt

The Second Judicial District Attorney’'s Office had a long-term liability for compensated
absences at June 30, 2014 amounting to $754,367 and $737,011 at June 30, 2013. This was

an increase of $17,356 from the prior year.
Governmental Accounting and Auditing Environment and Next Year’s Budget

The District Attorney's office operates from state general fund appropriations and federal and
state grants. The following highlights the challenges expected to be faced by the office in 2015.

e The District Attorney’s Office screened over 25,575 criminal cases referred from law
enforcement;

o Almost 95% of the budget of the office is directly allocated to staff salaries and beneflts
The office’s staff of 292 is larger than any of the law firms in the state;




STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
MANAGENENT’S DISCUSSION AND ANALYSIS '
June 30, 2014

o The office’s staff is diverse and active in the community, promoting anti-violence
initiatives in our schools and supporting dozens of community non-profits through
volunteer work.

e The office is the only District Attorney’s Office to staff divisions devoted exclusively to
addressing Gang Crimes, Methamphetamine Crimes, Organized Crime and Public
Corruption; _

o Innovative bad check restitution programs recovered over $76,415 for Bernalillo County

* businesses;

The State's 2015 Budget Projections include additional funding for 3% increase in salaries and
benefits. Retention of our mid-level employees continues to be a huge issue impacting our
office. We are able to attract young and talented individuals, but once they have been with us
for five years and gained significant experience, they often leave for better paying government

jobs.

We are dealing with more sophisticated and demanding jurors. They expect a trial and
evidence to replicate what they see on an episode of “CSI”. We all know the real world works
differently, but we have to address their unreasonable expectations. It is not infrequent that we
call witnesses to rebut these unrealistic expectations, again resulting in more training work and
effort.

Requests for Information

This financial report is designed to provide a general overview of the District Attorney’s
finances. Questions concerning any of the information provided in this report or requests for
additional information should be addressed to:

Chief Financial Officer
Second Judicial District Attorney’s Office
520 Lomas Boulevard, Northwest
Albuquerque, New Mexico 87102

10



STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY

STATEMENT OF NET POSITION
June 30, 2014

ASSETS
Current assets:
Investment in state general fund
investment pool
Petty cash
Due from federal government
Due from other state agencies
Due from local governments

Total current assets

Non-current assets:
Capital assets
Less accumulated depreciation

Total capital assets, net of accumulated depreciation
Total assets

LIABILITIES
Accounts payable
Accrued payroll
Due to other state agencies
Other liabilities
Compensated absences payable - expected to be paid within one year

Contingency liability
Total current liabilities

NET POSITION
Net investment in capital assets
Restricted
Unrestricted

TOTAL NET POSITION

Govefnmehtal
Activities

$ 569,361
200

50,312
154,109
217,578

991,560

361,690
(240,975)

120,715

1112275

50,962
388,817
54,368
568
754,367
93,709

1,342,791
120,715 -
3,239

(354,470)

$ (230,510

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

STATEMENT OF ACTIVITIES

Year Ended June 30, 2014

EXPENSES
General government

Total expenses
REVENUES
Program revenues:
Operating grants
Charges for services
Total program revenues
Net program (expense) revenue
Transfers:
State general fund appropriation
Inter-governmental transfer in
Total transfers
CHANGE IN NET POSITION
NET POSITION, BEGINNING OF YEAR

NET POSITION, END OF YEAR

Governmental
Activities

$ 18,225,792

18,225,792

753,148
76,415

829,563

(17,396,229)

17,107,200
143,200

17,250,400

(145,829)

(84,687)

$  (230,516)

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

12



STATE OF NEW MEXICO 'SECOND JUDICIAL DISTRICT ATTORNEY
BALANCE SHEET - GOVERNMENTAL FUNDS
June 30, 2014

15600 26000 Total
General Grants Governmental
Fund Fund Funds
ASSETS '
Investment in state general fund
investment pool $ 777849 $ - $ 777,849
Petty cash 200 - 200
Due from other funds 8,122 15,913 24,035
Due from federal government - 50,312 50,312
Due from other state agencies 133,590 20,519 154,109
Due from local governments 66,231 151,347 217,578
Total assets $ 985992 § 238,091 $§ 1,224,083
LIABILITIES
Overdraft in the investment in state ,
general fund investment pool $ - $ 208488 % 208,488
Accounts payable 50,962 - 50,962
Accrued payroll 370,575 18,242 388,817
Due to other funds 15,913 8,122 24,035
Due to other state agencies 54,368 - 54,368
Other liabilities 568 - 568
Total liabilities 492,386 234,852 727,238
DEFERRED INFLOWS OF RESOURCES ’
Unavaliable revenue 76,629 - 76,629
Total deferred inflows of resources 76,629 - 76,629
FUND BALANCE
Restricted for: :
City VIP State Grant - 3,239 3,239
Unassigned 416,977 - 416,977
Total fund balances 416,977 3,239 420,216
TOTAL LIABILITIES, DEFFERRED INFLOWS OF
RESOURCES AND FUND BALANCES $ 985992 $ 238,091 $ 1,224,083

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
- RECONCILIATION OF THE BALANCE SHEET - GOVERNNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
June 30, 2014

Total fund balances - Governmental Funds
(Balance Sheet - Governmental Funds) ' $

Amounts reported for governmental activities in the Statement of Net Position
are different at June 30, 2014 because:

Under the modified accrual basis of accounting, revenue cannot
be recognized until it is available to liquidate liabilities of the
current period; under accrual accounting, revenue must be
recognized as soon as it is earned, regardless of its availability.
Unearned revenue is eliminated in the government-wide financial
statements.

Deferred inflows of resources - unavailable revenue

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the fund financial statements. These
assets consist of:

Capital assets
Less accumulated depreciation

420,216

76,629

361,690
(240,975)

120,715

Total capital assets, net of accumulated depreciation

Some liabilities are not due and payable in the current period and therefore
are not reported in the governmental funds:

Compensated absences payable
Contingency liability

(754,367)
(93,709)

Net position of governmental activities (Statement of Net Position) ‘$

(230,516)

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS
Year Ended June 30, 2014

15600 26000 Total
General Grants Governmental
Fund Fund Funds
REVENUES
Federal grant revenue $ 12,748 $ 253,823 $ 266,571
Local intergovernmental operating grants 177,599 267,340 444,939
Charges for services 76,415 - 76,415
Total revenues 266,762 521,163 787,925
EXPENDITURES
Current:
General government: :
Personal services/employee benefits 16,290,720 517,924 16,808,644
Contractual services 104,382 - 104,382
Other costs 1,154,779 - 1,154,779
Capital outlay 70,004 - 70,004
Total expenditures 17,619,885 517,924 18,137,809
Excess (deficiency) of revenues
over (under) expenditures (17,353,123) 3,239 (17,349,884)
OTHER FINANCING SOURCES (USES)
State general fund appropriation 17,107,200 - 17,107,200
Inter-governmental transfer in 143,200 - 143,200
Total other financing
sources (uses) 17,250,400 - 17,250,400
NET CHANGE IN FUND BALANCES (102,723) 3,239 (99,484)
FUND BALANCES, BEGINNING OF YEAR 519,700 - 519,700
FUND BALANCES, ENDING $ 416977 % 3,239 § 420,216

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES - GOVERNMENTAL
FUNDS TO THE STATEMENT OF ACTIVITIES
Year Ended June 30, 2014

A reconciliation reflecting the differences between the governmental funds net
change in fund balances and change in net position reported for governmental
activities in the statement of activities is as follows:

Net change in fund balances - Total governmental funds $ (99,484)
Governmental funds report capital outlays as expenditures. However,
in the statement of activities the cost of those assets is allocated
over their estimated useful lives and reported as depreciation expense.
Capital outlay _ 70,004
Depreciation (46,922)
23,082
Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the governmental funds.
Deferred inflows of resources - unavailable revenue 41,638
Some expenses reported in the statement of activities do not require the use
of current financial resources and, therefore, are not reported as expenditures
in governmental funds.
Compensated absences (17,356)
Contingency liability balance not recorded in the govermental funds (93,709)
Change in net position - governmental activities $ (145,829)

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND (15600)

Year Ended June 30, 2014

Actual Variance with
Original Final Amounts -  Final Budget -
Budgeted Budgeted Budgetary Positive
Amounts Amounts Basis (Negative)
REVENUES
Federal funds $ 15,000 $ 15,000 $ 12,748 § (2,252)
General Fund 17,107,200 17,107,200 17,107,200 -
Other State funds 187,600 415,200 - 76,415 (338,785)
Inter-agency transfers 150,000 150,000 320,799 170,799
Total revenues $ 17,459,800 $ 17,687,400 17,517,162 % (170,238)
Budgeted fund balance $ 326,400 $ 326,400 <= $ (326,400)
EXPENDITURES
Current:
General government:
Personal services/employee benefits $ 16,838,900 $ 16,399,300 16,290,720 $ 108,580
Contractual services 98,000 325,600 104,382 221,218
Other costs 849,300 1,288,900 1,224,783 64,117
Total expenditures $ 17,786,200 $ 18,013,800 17,619,885 $ 393,915
NET CHANGE IN FUND BALANCE 3 (102,723)

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL
GRANTS FUND (26000)

Year Ended June 30, 2014

Actual Variance with
Original Final Amounts - Final Budget -
Budgeted Budgeted Budgetary Positive
Amounts Amounts Basis (Negative)
REVENUES
Federal funds _ $ 274900 $ 274900 $ 253823 $ (21,077)
Other State funds 264,101 264,101 267,340 3,239
Total revenues $ 539,001 $ 539,001 521,163 $ (17,838)
EXPENDITURES
Current:
General government:
Personal services/femployee benefits $ 637,700 $ 537,700 517,924 § 19,776
Contractual services - - - -
Other costs 1,300 1,300 - 1,300
Total expenditures $ 539000 $ 539,000 517,924 §$ 21,076
NET CHANGE IN FUND BALANCE $ 3,239

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES -
AGENCY FUND - PRE-PROSECUTION PROGRAM -
June 30, 2014 '

Agency
Funds
ASSETS
Cash in authorized bank account $ -
TOTAL ASSETS $ =
LIABILITIES
Deposits held for others $ -
TOTAL LIABILITIES $ -

The accompanying notes are an integral part of the financial statements.
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 1 — DEFINITION OF REPORTING ENTITY

The State of New Mexico Second Judicial District Attorney (District Attorney) is an elective
office established by the Constitution of the State of New Mexico, Article VI, Section 24. The
District Attorney is elected to a four-year term. Functions of the District Attorney are defined in

Section 36-1-1 through 36-1-26 NMSA 1978 as amended. The Second Judicial District.

Attorney serves Bernalillo County.

It is the duty of the District Attorney to prosecute and defend the state, in all courts of record, in
all cases criminal and civil, in which the state or any county in the district may be a party. The
District Attorney must represent any county in the district, at the request of the Board of County
Commissioners. The District Attorney may also appear before the Board, without being
requested to do so, when the Board is sitting as a Board of Equalization. The District Attorney
must advise all county and state officers, whenever requested. The District Attorney is required
to represent any county in the district before the Supreme Court or the Court of Appeals in all
civil cases in which the county may be concerned, but not in suits brought in the name of the
state. ;

Section 36-1A-l through Sec{ion 16-1A-l1 5, cited as the “District Attorney Personnel and
Compensation Act,” established for all district attorneys a uniform, equitable and binding system
of personnel administration.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates in Preparing Financial Statements

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

Financial Reporting Entity

The financial statements for the District Attorney have been prepared in accordance with
accounting principles generally accepted in the United States of America (GAAP) as applied to
governmental units. The Governmental Accounting Standards Board (GASB) is the standard-
setting body for governmental accounting and financial reporting. The GASB periodically
updates its codification of the existing Governmental Accounting and Financial Reporting
Standards "which, along with subsequent GASB pronouncements (Statements and
Interpretations), constitutes GAAP for governmental units.

‘Governmental Accounting Standards Board Statement (GASBS) 14, The Financial Reporting
Entity, and GASBS 39 and 61 (amend 14), Determining Whether Certain Organizations are
Component Units, effective for periods beginning after December 15, 1992, establishes
standards for defining and reporting on the financial reporting entity. GASBS 14 supersedes
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY -
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

previous standards issued by the National Council on Governmental Accounting. The
requirements of GASBS 39 and 61 apply at all levels to all state and local governments.

GASBS 14 defines the financial reporting entity as consisting 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."

A primary government is any state government or general-purpose local government, consisting
of all the organizations that make up its legal entity. All funds, organizations, institutions,
agencies, departments, and offices that are not legally separate are, for financial reporting
purposes, part of the primary government. The District Attorney, therefore, 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.

The Audit Act, Sections 12-6-1 through 12-6-14, NMSA 1978, requires the financial affairs of
every agency to be thoroughly examined and audited each year, and a complete written report
to be made. Moreover, the New Mexico State Auditor requires that each agency shall prepare
financial statements in accordance with accounting principles generally accepted in the United
States of America. As a result, the District Attorney has prepared and issued its own audited,
agency Annual Financial Report.

Included within the District Attorney for this purpose are the following: all of the programs that
are administered and/or controlled by the District Attorney have been included.

No entities were noted that should be considered component units of the District Attorney. No
entities were specifically excluded from the District Attorney because no entities were noted as
meeting any of the criteria for potential inclusion.

Basic Financial Statements

The basic financial statements include both government-wide (based on the District Attorney as
a whole) and fund financial statements. The reporting model focus is on either the District
Attorney as a whole or major individual funds (within the fund financial statements). Both the
government-wide and fund financial statements (within the basic financial statements)
categorize primary activities as either governmental or business type activities. In the
government-wide Statement of Net Position, both the governmental and business-type activities
columns are presented on a consolidated basis by column, and are reflected on a full accrual, -
economic resources basis, which incorporates long-term assets and receivables as well-as
long-term debt and obligations. The District Attorney did not have any business-type activities
during the year ended June 30, 2014.
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

In March 2012, GASB issued Statement No. 65, Iltems Previously Reporting as Assets and
Liabilities.” GASBS 65 establishes accounting and financial reporting standards that reclassify,
as deferred outflows of resources or deferred inflows of resources, certain items that were
previously reported as assets and liabilities and recognizes, as outflows of resources or inflows
of resources, certain items that were previously reported as assets and liabilities. This
Statement is effective for financial statements for periods beginning after December 15, 2012.

In the fiscal year 2014, the District Attorney implemented GASB Statement 65. The
implementation of Statement 65 resulted in unavailable revenue in the amount of $76,629 being
reclassified to deferred inflows of resources on the Balance Sheet — Governmental Funds.

The government-wide Statement of Activities reflects both the gross and net cost per functional
category, which are otherwise being supported by general government revenues. The
Statement of Activities reduces gross expenses (including depreciation) by related program
revenues, operating and capital grants. The program revenues must be directly associated with
the function or a business-type activity. Charges for services in the General Fund relate to
charges for copies. The District Attorney includes only one function (general government). The
net cost (by function or business-type - activity) is normally covered by general revenues
(intergovernmental revenues or other revenue, etc.). The District Attorney does not currently
employ indirect cost allocation systems. The District Attorney's policy is to utilize restricted
assets first when both unrestricted and restricted assets are available for expenditures.

This government-wide focus is more on the sustainability of the District Attorney as an entity
and the change in aggregate financial position resulting from the activities of the current fiscal

period.

The fund financial statements are similar to the financial statements presented in the previous
accounting model. Emphasis here is on the major funds in either the governmental or
business-type categories. Non-major funds (by category) or fund type are summarized into a
single column. The General Fund is required to be a major program, and the Grants Special
Revenue Fund has been determined to be a major fund. The District Attorney has one fiduciary
fund, not included in the government-wide financial statements. Fiduciary funds and
component units that are similar to fiduciary funds are not included in the government-wide
financial statements. Fiduciary funds are presented using the economic resources
measurement focus and the accrual basis of accounting.

The governmental fund statements are presented on a current financial resources and modified
accrual basis of accounting. This presentation is deemed appropriate to (a) demonstrate legal
compliance, (b) demonstrate the source and use of liquid resources, and (c) demonstrate how
the District Attorney'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' governmental activities column, a
reconciliation is presented on the page following each statement, which briefly explains the
adjustments necessary to transform the fund based financial statements into the governmental
activities column on the governmental-wide presentation.

Inter-fund accounts have been eliminated in the government-wide financial statements.
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Presentation

The financial transactions of the District Attorney are maintained on the basis of funds, each of
which is considered a separate accounting entity. The operations of each fund are accounted
for with a separate set of self-balancing accounts that comprise its assets, liabilities, fund
balance, revenues, expenditures or expenses and other financing sources or uses.
Government resources are allocated to, and accounted for, in individual funds based upon the
purpose for which they are to be spent and the means by which spending activities are
controlled. The various funds are summarized by type in the accompanying financial
statements. The various funds are reported by generic classification within the financial

statements.

GASB Statement 34 sets forth minimum criteria for the determination of major funds based on

a percentage of the assets, liabilities, revenues or expenditures/expenses of either fund

category or governmental and enterprise combined. Due to the fund structure of the District .
Attorney, the General Fund and the Grant Special Revenue Fund have been classified as major

funds after considering the relevant criteria. Only individual governmental or individual

enterprise funds can be considered for major fund status.

Governmental Fund Types - The focus of Governmental Fund measurement (in the Fund
Financial Statements) is based upon determination of financial position and changes in financial
position (sources, uses, and balances of financial resources) rather than upon net income. The
following is a description of the Governmental Funds of the District Attorney.

The District Attorney reports the following major governmental funds:

General Fund (SHARE Fund 15600) - The General Fund is the general operating fund of
the District Attorney and is used to account for all financial resources except those required
to be accounted for in another fund. The General Fund is funded primarily by an
appropriation from the State General Fund, and any unused funds from the appropriations
at the end of the fiscal year revert back to the State General Fund. The General Fund is
also used to account for the activities of various programs of the District Attorney. The
funds related to these programs are non-reverting.

Special Revenue Fund:

Grants Fund (SHARE Fund 26000) — The Grants Fund is used to account for the
activities of the various federal and local grants of the District Attorney. These funds are

non-reverting.

The District Attorney also has one fiduciary fund (agency fund), which accounts for assets held
by the District Attorney in a trustee capacity or as an agent for individuals, private organizations,
other governmental units and/or other funds. Agency funds are custodial in nature (assets
equal liabilities) and do not involve measurement of results of operations. The following is the
one fiduciary fund at June 30, 2014.

23
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NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Pre-Prosecution Program (SHARE Fund 10370) - Fees charged to individuals in the pre—-
prosecution program, in accordance with agreements between the program participant and
the District Attorney. Fees are remitted to the State Treasurer for the account of the

Administrative Office of the District Attorneys.

Basis of Accounting

Basis of accounting refers to the point at which revenues or expenditures/expenses are
recognized in the accounts and reported in the financial statements. It relates to the timing of
the measurements made, regardless of the measurement focus applied.

The Government-wide Financial Statements are presented on an accrual basis of accounting.
The Governmental Funds in the Fund Financial Statements are presented on a modified

accrual basis.

Modified Accrual Basis - All governmental funds are accounted for using the modified
accrual basis of accounting. Under the modified accrual basis of accounting, revenues are
recorded when susceptible to accrual; i.e., both measurable and available. "Available"
means collectible within the current period or soon enough thereafter to be used to pay
liabilities of the current period, which is considered to be within sixty days of year-end.
Expenditures are generally recognized under the modified accrual basis of accounting when
the related liability is incurred. The exception to this general rule is that principal and
interest on general long-term debt, if any, is recognized when due.

In applying the "susceptible to accrual" concept to intergovernmental revenues pursuant to
GASB Statement 33, the provider should recognize liabilities and expenses and the
recipient should recognize receivables and revenues when the applicable -eligibility
requirements including time requirements, are met. Resources transmitted before the
eligibility requirements are met, under most circumstances, should be reported as advances
by the provider and unearned revenue by the recipient.

Budgetary Accounting

The District Attorney follows these procedures in establishing the budgetary data reflected in
the financial statements:

1. No later than September 1%, the District Attorney prepares a budget appropriation
request by category to be presented to the next Legislature.

2. The appropriation request is submitted to the New Mexico Department of Finance and
Administration's Budget Division (DFA) and to the Legislative Finance Committee (LFC).

3. DFA makes recommendations and adjustments to the appropriation request which then
becomes the Governor's proposal to the Legislature.

4. The LFC holds hearings on the appropriation request, also submitting recommendations
and adjustments before presentation to the Legislature.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

.

10.

11.

12.

13.

14.

Both the DFA's and LFC's recommended appropriation proposals are presented to the
Legislature for approval of the final budget plan.

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

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

The District Attorney 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 on July 1.

All subsequent budget adjustments must be approved by the District Attorney and the
Director of the DFA - Budget Division. The budget for the current year was properly
amended.

Legal budget control for expenditures and encumbrances is by category of line item.

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

The budget is adopted on a modified accrual basis of accounting that is consistent with
accounting principles generally accepted in the United States of America. This change
was implemented with the laws of 2004, Chapter 114, Section 3, paragraph N and
paragraph O. It is effective for fiscal years beginning July 1, 2004. However, there is a
statutory exception per the General Appropriation Act, Laws of 2006, Chapter 109,
Section 3, Subsections N and O. The budget is adopted on the modified accrual basis
of accounting except for accounts payable accrued at the end of the fiscal year that do
not get paid by the statutory deadline per Section 6-10-4 NMSA 1978. Those accounts
payable must be paid out of the next year's budget.

Each year the Legislature approves multiple year appropriations, which the State
considers as continuing appropriations. The Legislature authorizes these appropriations
for two to five years; however, it does not identify the authorized amount by the fiscal
year. Consequently, the appropriation is budgeted in its entirety the first year the
Legislature authorizes it. The unexpended portion of the budget is carried forward as
the next year's beginning budget balance until either the project period has expired or
the appropriation has been fully expended. The budget presentations in these financial
statements are consistent with this budgeting methodology.

Appropriations lapse at the end of the fiscal year except for those amounts recorded as
vouchers payable and salaries payable. The District Attorney's General Fund is a
reverting fund for its state appropriations. The Special Revenue Funds are not reverting
because they are funds received from grantor agencies.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash

At June 30, 2014, the District Attorney had a negative cash balance in fund 26000. Fund 26000
tracks the activities of the various federal and local grants of the District Attorney which are
reimbursable to the District Attorney. The negative cash balance is caused by the nature of the
grants being reimbursed to the District Attorney.

Capital Assets

Property, plant and equipment, including software, purchased or acquired is carried at historical
cost or estimated historical cost. Contributed assets are recorded at the fair market values as
of the date received. Additions, improvements and other capital outlays that significantly extend
the useful life of an asset are capitalized. Other costs incurred for repairs and maintenance are
expensed as incurred. The State’s capitalization policy, i.e., the dollar value above which asset
acquisitions including software are added to the capital accounts, is $5,000 due to a change in
capitalization policy beginning July 1, 2005. However, all capital outlay purchases may not
necessarily be capitalized. The District Attorney does not capitalize any interest in regards to its

capital assets.

Depreciation on all assets is provided on the straight-line basis over the estimated useful lives
with no salvage value. The District Attorney utilizes Internal Revenue Service guidelines to
estimate the useful lives on capital assets as follows:

Furniture and equipment 7 years
Vehicles 5 years
Data processing equipment, including software 3 years

Encumbrances Accounting

Encumbrances accounting, under which purchase orders, contracts and other commitments for
the expenditure of funds are recorded during the fiscal year in order to reserve that portion of
the applicable appropriation, is employed as an extension of formal budgetary control in the
General Fund and the Special Revenue Funds. All encumbrances not utilized lapse at year
end. Therefore, there is no difference between the modified accrual basis of accounting and

the budgetary basis.
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 for 240 hours. Vacation leave up to the maximum of 240
hours is payable upon separation from service at the employee’s current hourly rate. Sick leave
is payable semiannually to qualified employees for hours accumulated above 600 hours at a
rate equal to 50 percent of their hourly rate, not to exceed 120 hours 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. The compensated absences payable is included in the
government-wide financial statements.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Employees are entitled to accumulate annual leave at a rate based on appointment date and
length of continuous service. A maximum of 240 hours may be carried forward after the pay
period beginning in December and ending in January. Employees are entitled to accrue sick
leave at the rate of 3.69 hours per pay period. There is no limit to the amount of sick leave
which an employee may accumulate. '

Deferrec_i Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate
section for deferred outflows of resources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense/expenditure) until
then. The District Attorney did not have any items that qualified for reporting in this category as
of June 30, 2014.

In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to a future period and
so will not be recognized as an inflow of resources (revenue) until that time. The District
Attorney had unavailable revenue that amounted to $76,629 at June 30, 2014.

Governmental Fund Balances
In the governmental fund financial statements, fund balances are classified as follows.

Nonspendable — Amounts that cannot be spent either because they are in a nonspendable
form or because they are legally or contractually required to be maintained intact.

Restricted — Amounts that can be spent only for specific purposes where constraints placed
on the resources are either externally imposed or imposed by law through constitutional
provisions or enabling legislation.

Committed — Amounts that can be used only for specific purposes pursuant to constraints
imposed by formal action of the Legislative and Executive branches of the State.

Assigned — Amounts that are constrained by the Legislature’s and Executive Branch's intent
to be used for specific purposes or, in some cases, by legislation.

Unassigned — All amounts not included in other spendable classifications.
The General Fund (15600) had an unassigned fund balance of $416,977 related to Southwest

Border and Pueblo MOU funds that is for use in future years to cover budget shortfalls and is
not subject to reversion. These funds have been classified as unassigned.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenues, Expenditures and Expenses

Substantially all governmental fund revenues are accrued. Grant revenue is recognized when
the related eligibility requirements are met. No allowance for doubtful accounts was necessary
because all accounts receivable were considered collectible at June 30, 2014. Expenditures
are recognized when the related fund liability is incurred.

Net Position

The government-wide financial statements utilize a net position presentation. Net Positions are
categorized as invested in capital assets, restricted and unrestricted.

Net Investment in Capital Assets is intended to reflect the portion of net position which is
associated with non-liquid, capital assets less outstanding capital asset related debt. The
net related debt is the debt less the outstanding liquid assets and any associated
unamortized cost. The District Attorney did not have any related debt at June 30, 2014.

Restricted represents the unexpended portion of grants from various local, state and
federal grantors which are restricted as to use. The District Attorney did not have restricted
net position by enabling legislation as of June 30, 2014.

Unrestricted Net Position represents the amounts of the District Attorney at June 30, 2014
that are not restricted for specific purposes.

NOTE 3 - CASH AND INVESTMENT ACCOUNTS

Cash Accounts

The District Attorney has the following cash accounts at June 30, 2014:

Financial
Statement
Balances at

June 30, 2014

Petty cash $ 200

NOTE 4 — STATE GENERAL FUND INVESTMENT POOL

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

agencies investing in the Pool.
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NOTE 4 — STATE GENERAL FUND INVESTMENT POOL (CONTINUED)

In June 2012, an independent diagnostic report revealed that Pool balances had 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.
This report, entitled “Current State Diagnostic of Cash Control,” also described a difference
between Pool bank balances and the corresponding general ledger balances and indicated that
the effect of reconciling items were unknown. The report, dated June 20, 2012, is available on
the website of the New Mexico Department of Finance & Administration = at:
http://www.nmdfa.state.nm.us/Cash_Control.aspx.

By state statute, 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. Therefore, under the direction of the State Controller / Financial Control
Division Director, the Financial Control Division (FCD) of the New Mexico Department of
Finance & Administration undertook action to address the situation. DFA/FCD initiated the Cash
Management Remediation Project (Remediation Project) in partnership with the Office of the
New Mexico State Treasurer, the New Mexico Department of Information Technology, and a
contracted third party with expertise in the Enterprise System Software used by the State.

The Remediation Project objective was to design and implement changes necessary to ensure
ongoing completion of timely, accurate and comprehensive reconciliation of the Pool. DFA has
or is in the process of implementing all the recommendations resulting for the Remediation
Project and has made changes to the State's SHARE system configuration, cash accounting
policies and procedures, business practices, and banking structure. This has enabled DFA to
complete timely and accurate reconciliation of bank to book balances at the State and Business
Unit level on a post-implementation basis, however it did not resolve historical reconciling items.
Additional changes recommended by the Project continue to be cascaded through DFA and
state agencies to support the Business Unit by Fund accounting requirements.

A plan to address historical reconciling items is being assessed and a separate initiative will
need to be undertaken to resolve the historical reconciling items. Management considers it
unlikely that this separate initiative will be successful in allocating any of the historical
reconciling items to the State entities invested in the Pool. As a result, any remaining
differences will be reported in the State General Fund.

NOTE 5 - INTEREST IN THE STATE GENERAL FUND INVESTMENT POOL

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

Treasurer's Office.

At June 30, 2014, the District Attorney had the following invested in the State General Fund
Investment Pool:

State General Fund Investment Pool : 3 569,361
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NOTE 5 - INTEREST IN THE STATE GENERAL FUND INVESTMENT POOL (CONTINUED)

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, 2014.

NOTE 6 - CAPITAL ASSETS
A summary of changes in the capital assets for the year ended June 30, 2014 is as follows:

Balance Adjustments/ Balance,
June 30, 2013 Additions Deletions June 30, 2014

Capital assets:

Furniture and equipment $ - $ - $ - $ -

Data processing equipment 17,786 - B 17,786

Vehicles 346,625 70,004 (72,725) 343,904
Total capital assets - 364,411 70,004 (72,725) 361,690
Less accumulated depreciation for:

Furniture and equipment - - - . -

Data processing equipment (8,919) (6,124) - (15,043)

Vehicles (257,859) (40,798) 72,725 (225,932)
Total accumulated depreciation (266,778) (46,922) 72,725 (240,975)
Capital assets, net $ 97,633 $ 23,082 $ - $ 120,715

The District Attorney is a single function entity, and all depreciation has been allocated to its
only activity, general government, in the amount of $46,922. All capital assets owned are
depreciable.
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NOTE 7 - COMPENSATED ABSENCES PAYABLE

A summary of changes in the compensated absences payable for the year ended June 30,
2014 is as follows:

Amounts

Due

Balance Adjustments/ Balance, Within
June 30, 2013  Increase (Decrease) June 30,2014 One Year

Compensated absences $ 737,011 $ 726,197 $ (708,841) $ 754,367 $ 754,367

Of the $754,367, all has been classified as a current liability in the Statement of Net Position.
In prior years, the General Fund has been used to liquidate compensated absences, and it is
expected to continue fo do so in the future.

NOTE 8 - DUE TO AND FROM OTHER STATE AGENCIES

Transactions that occur among state agencies under legislative mandate, exchange
transactions and other situations are accounted for in the financial statements as due from and
due to other state agencies. The due from and due to other state agencies balances at

June 30, 2014 consisted of the following:

Due from Other State Agencies

Other
2nd DA Agency's
Fund No. Agency Fund No. Amount
15600 Office of the Attorney General of New Mexico 17000 $ 77,481
15600 Adiministrative Office of the District Attorneys 91680 76,628
Total all funds $ 154,109
Due to Other State Agencies
2nd DA Agency's
Fund No. : Agency Fund No. Amount
15600 Office of the Attorney General of New Mexico 17000 $ 53,342
15600 New Mexico State General Fund 85300 1,026
Total all funds $ 54,368
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NOTE 9 - INTERFUND RECEIVABLES AND PAYABLES

" The amount due from fund 26000 to fund 15600 is a result of payroll transactions being paid by
Fund 15600 on behalf of Fund 26000.

Amounts Due From Other Funds Amounts Due To Othér Funds
Fund Name Fund No. Amount Fund Name Fund No. Amount
Grants 26000 $ 15913  General Flund 15600 3 15,913
General Fund 15600 8,122  Grants 26000 8,122
Total $ 24,035  Total ' 3 24,035

NOTE 10 — PENSION PLAN — PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Plan Description

Substantially all of the District Attorney’s full-time employees participate in a public employee
retirement system authorized under the Public Employees’ Retirement Act (Chapter 10, Article
11 NMSA 1978). The Public Employees Retirement Association (PERA) is the administrator of
the plan, which is a cost-sharing multiple-employer defined benefit retirement plan. The plan
provides for retirement 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 financial statements and required supplementary information for
the plan. That report may be obtained by writing to PERA, P.O. Box 2123, Santa Fe, New
Mexico 87504-2123. The report is also available on PERA's website at
http:/fwww.pera.state.nm.us.

Funding Policy

Plan members are required to contribute 8.92% of their gross salary. The District Attorney is
required to contribute 15.09% of the gross covered salary. The contribution requirements of
plan members and the District Attorney are established in State statute under Chapter 10,
Article 11 NMSA 1978. The requirements may be amended by acts of the legislature. The .
District Attorney's contributions to PERA for the years ended June 30, 2014, 2013 and 2012
were $1,937,359, $1,745,548 and $1,578,663, respectively, equal to the amount of the required
- contributions for each fiscal year.
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 11 - POST-EMPLOYMENT BENEFITS — STATE RETIREE HEALTH CARE PLAN

Plan Description

The District Attorney 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. The RHCA
Board was established by the Retiree Health Care Act (Chapter 10, Article 7C, NMSA 1978).
The Board is responsible for establishing and amending benefit provisions of the healthcare
plan and is also authorized to designate optional and/or voluntary benefits like dental, vision,
supplemental life insurance, and long-term care policies.

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

The RHCA issues a publicly available stand-alone financial report that includes financial
statements and required supplementary information for the post-employment healthcare plan.
That report and further information can be obtained by writing to the Retiree Health Care
Authority at 4308 Carlisle NE, Suite 104, Albuquerque, NM 87107.

Funding Policy

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

The employer, employee and retiree contributions are required to be remitted to the RHCA on a
monthly basis. The statutory requirements for the employer and employee contributions can be
changed by the New Mexico State Legislature. Employers that choose to become participating
employers after January 1, 1998, are required to make contributions to the RHCA fund in the
amount determined to be appropriate by the board.
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 11 - POST-EMPLOYMENT BENEFITS — STATE RETIREE HEALTH CARE PLAN
(CONTINUED)

The Retiree Health Care Act (Section 10-7C-15 NMSA 1978) is the statutory authority that
establishes the required contributions of participating employers and their employees. For
employees that were members of an enhanced retirement plan (state police and- adult
correctional officer member coverage plan 1; municipal police member coverage plans 3, 4 or
5; municipal fire member coverage plan 3, 4 or 5; municipal detention officer member coverage
plan 1; and members pursuant to the Judicial Retirement Act) during the fiscal year ended
June 30, 2014, the statute required 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, 2014, the statute required each
participating employer to contribute 2.0% of each participating employee’s annual salary; each
participating employee was required to contribute 1.0% of their salary. In addition, pursuant to
Section 10-7C-15(G) NMSA 1978, at the first session of the Legislature following July 1, 2013,
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 authority in order to ensure the actuarial
soundness of the benefits provided under the Retiree Health Care Act.

The District Attorney’s contributions to the RHCA for the years ended June 30, 2014, 2013 and
2012 were $233,159, $231,501 and $215,918, respectively, which equal the required
contributions for each year.

NOTE 12 - CONTINGENCIES

The District Attorney is a party to various claims and other legal matters which arise in the
normal course of business. The District Attorney does not believe that the resuits of all claims
and other legal matters individually or in the aggregate will have a material adverse effect on its
operations or financial position.

Risk of Loss

The District Attorney is exposed to various risks of losses related to torts; theft of or damage to,
or destruction of assets, errors and omissions; injuries to employees or others; or acts of God.
The Second Judicial District Attorney maintains commercial insurance through the Risk
Management Division for coverage for workers' compensation, auto liability, general liability,
civil rights, property and contents, and fidelity bonds. Management believes that any potential
loss would be adequately covered by insurance and would not result in any material adverse
effect on the financial condition of the District Attorney.

Security Bond

The District Attorney and its employees are covered under a blanket bond held with Hartford
Fire Insurance Company. The policy, purchased by the Risk Management Division of the
General Services Department, covers loss through employee dishonesty and expires annually.
There are no pending or known threatened legal proceedings involving material matters to

which the District Attorney is party.
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June 30, 2014

NOTE 12 — CONTINGENCIES (CONTINUED)
Contingent Liabilities (Claims and Judgments)

During fiscal year 2013, the District Attorney entered into phone services with TAMCO
(ShoreTel) and discontinued using phone services provided by the Department of Information
Technology (DolT). However, the District Attorney was still charged for phone services from
DolT after services with TAMCO had begun. The District Attorney has been in continued
disputes over the fees. There has been no resolution to the disputes as of June 30, 2014. The
liability that DolT is attempting to charge the District Attorney totals $93,709 as of June 30,
2014 and has been recorded as a contingent liability on the government-wide financial
statements.

NOTE 13 - COMMITMENTS — OPERATING LEASES
The District Attorney leased certain equipment under operating leases with various terms. Total
rental expenditures for the year ended June 30, 2014 for this lease were $172,827. Future

minimum payments as of June 30, 2014 under these operating leases with a term greater than
one year were as follows:

Years ending June 30:

2015 $ 172,566
2016 172,566
2017 and thereafter 184,056
Total 3 529,188

NOTE 14 — SUBSEQUENT ACCOUNTING PRONOUNCEMENTS

In June 2012, the GASB issued Statement No. 68, Accounting and Financial Reporting for
Pensions, an amendment of GASB Statement No. 27. This Statement improves accounting
and financial reporting by state and local governments for pensions. It also improves
information provided by state and local governmental employers about financial support for
pensions that is provided by other entities. This Statement results from a comprehensive
review of the effectiveness of existing standards governing accounting and financial reporting
for pensions with regard to providing decision-useful information, supporting assessments of
accountability and inter-period equity, and creating additional transparency. This Statement will
be effective for the District Attorney in fiscal year 2015. The District Attorney is in the process
of evaluating the impact of this pronouncement on its financial statements. GASB No. 68 will
require the Department to record its proportionate share of the unfunded pension plan liabilities
in the New Mexico State Retirement System and other plans. Although the amount of the
liability is unknown, it is presumed to be material.
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June 30, 2014

NOTE 14 - SUBSEQUENT ACCOUNTING PRONOUNCEMENTS (CONTINUED)

In January 2013, the GASB issued Statement No. 71, Pension Transition for Contributions
Made Subsequent to the Measurement Date, an amendment of GASB Statement No. 68. The
objective of this Statement is to address an issue regarding application of the transition
provisions of Statement No. 68, Accounting and Financial Reporting for Pensions. The issue
relates to amounts associated with contributions, if any, made by a state or local government
employer or nonemployer contributing entity to a defined benefit pension plan after the
measurement date of the government'’s beginning net pension liability. This Statement will be
effective for the District Attorney in fiscal year 2015. The District Attorney is in the process of
evaluating the impact of this pronouncement on its financial statements.

In January 2013, the GASB issued Statement No. 69, Government Combinations and
Disposals of Government Operations. This Statement establishes accounting and financial
reporting standards related to government combinations and disposals of government
operations. As used in this Statement, the term government combination includes a variety of
transactions referred to as mergers, acquisitions, and transfers of operations. This Statement
will be effective for the District Attorney in fiscal year 2015. The District Attorney is in the
process of evaluating the impact (if any) of this pronouncement on its financial statements.

This information is an integral part of the accompanying financial statements.
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The following is a list of Memoranda of Understanding the District Attorney has entered into:

STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
MEMORANDA OF UNDERSTANDING

June 30, 2014

Dates of Agreement

Participants/ Responsible Project Audit
Description Party Beginning _ Ending _Amount Contributions Responsibility
Second Judicial Second Judicial 09/03/03 Ongoing N/A $ Second Judicial
District Attorney/ District Attorney District Attorney
Pueblo of
Laguna
Second Judicial Second Judicial 12/14/05 Ongoing N/A $ Second Judicial
District Attorney/ District Attorney District Attorney
Pueblo of
Isleta
Second Judicial Second Judicial 03/31/04 Ongoing N/A $ Second Judicial
District Attorney/ District Attorney District Attorney
Pueblo of
Sandia
Second Judicial Second Judicial 2/15/2014 2/14/2015  N/A $ Second Judicial
District Attorney/ District Attorney District Attorney
US Secret
Service
Second Judicial Second Judicial 3/17/2011 Ongoing N/A $ Second Judicial
District Attorney/ District Attorney District Attorney
Administrative
Office of the
District Attorney
Second Judicial Second Judicial 6/6/2011 Ongoing N/A $ Second Judicial
District Attorney/ District Attorney District Attorney
Office of the
Attorney General
Second Judicial Second Judicial 5/8/2014 6/30/2015  N/A $ Second Judicial

District Attorney/
County of
Bernalillo

District Attorney
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
SCHEDULE OF CHANGES IN FIDUCIARY ASSETS AND LIABILITIES -
AGENCY FUND - PRE-PROSECUTION PROGRAM

June 30, 2014 ;

Balance at ) Balance at
June 30, June 30, ° ‘
2013 Additions Deletions 2014
ASSETS
Cash in authorized bank account  $ - $ 30,839 $ (30,839) $. -
LIABILITIES
Total liabilities $ - $ (30,839) $ 30,839 % -

* Currently, the District Attorney deposits funds on a daily basis to a bank account held by the Administrative
Office of the District Attorney. In the past, funds were held in a bank account under the District Attorney, and
then the funds would be transferred to the Administrative Office of the District Attorney on a monthly basis. At
year end, the District Attorney was not in possession of any funds related to the Pre-Prosecution agency fund.
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INDEPENDENT AUDITORS’ 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

.. Ms. Kari Brandenburg, District Attorney
State of New Mexico
Second Judicial District Attorney
Albuguerque, New Mexico
and
Mr. Hector H. Balderas
New Mexico State Auditor
Santa Fe, New Mexico

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities, each major fund, and the budgetary comparisons of
the general fund and the major special revenue fund of the State of New Mexico Second
Judicial District Attorney (District Attorney), as of and for the year ended June 30, 2014, and the
related notes to the financial statements, which collectively comprise the District Attorney’s
basic financial statements and have issued our report thereon dated December 4, 2014.

Internal Control Over Financial Reporting

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

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and, therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as described in the
accompanying schedule of findings and responses, we identified certain deficiencies in internal
control that we consider to be material weaknesses and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected, on a timely basis. We consider the deficiency described in the
accompanying schedule of findings and responses to be a material weakness 2013-003.
}

]
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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. We did consider the deficiency described in the accompanying schedule of
findings and responses, to be a significant deficiency 2014-001.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether District Attorney'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.

Response to Findings

The District Attorney’s responses to the findings identified in our audit are described in the
accompanying schedule of findings and responses. The District Attorney's responses were not
subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the result of that testing, and not to provide an opinion on the effectiveness of
the entity's internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

CliftonLarsonAllen LLP

WM@% L7

Albuquerque, New Mexico
December 4, 2014
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
SCHEDULE OF FINDINGS AND RESPONSES
June 30, 2014

Section Il - Financial Statement Findings
Finding 2013003 Financial Statement Close (Material Weakness)

Condition: During test work over accounts receivable for fund 26000, it was noted that
revenue for the Probation Violation Grant (PVG), in the amount of approximately $112,000, was
not recorded into the proper fund. This caused the 26000 fund to have excess expenses over
revenue in a reimbursement fund. In addition, during our search for unrecorded liabilities, we
noted a voucher that was not accrued in the general fund in the amount of $16,929.

Criteria: Per NMAC 6-5-2.C., the state agency shall implement internal accounting controls
designed to prevent accounting errors and violations of state and federal law and rules related
to financial matters. In addition, NMAC 2.20.5.8 requires agencies to ensure all transactions
are properly classified in the agency’s accounting records, and MAPs establishes the
requirement that state agencies: 1) verify monthly that all transactions have been posted in
SHARE, and 2) prepare any reclassification or adjusting entries as soon as they are known.

Cause: Lack of management oversight.
Effect: Possible misstatements to the financial statements.

Auditors’ Recommendation: We recommend management establish policies and procedures
during the financial close and reporting process to perform reconciliation of all funds to ensure
all transactions related to that fund are captured.

Management’s Response: The District Attorney’s office agrees with the finding. Management
will perform monthly reconciliations on all funds to ensure that transactions are recognized in
the correct period and in the correct fund.

Finding 2014-001 Pre Prosecution Probation Cash Receipts (Significant Deficiency)

Condition: During a walkthrough of the Pre Prosecution Probation receipt process, we noted
that cash receipt logs were not being reviewed or reconciled by an individual independent of the
receiving process. In addition, pre-numbered receipts were not being provided to the payee
upon the receipt of payment.

Criteriaz: Per NMAC 2.20.5.8.B, the state agency should ensure that an internal control
structure exists and is functioning properly.

Cause: Lack of controls and segregation of duties over the receipt process.

Effect: Possible misappropriation of fiduciary funds.

Auditors’ Recommendation: We recommend management establish policies and procedures
to ensure that receipts that are provided to the finance department for deposit reconcile to each

counselor’s receipt log. In addition, we recommend that pre-numbered receipts be provided to
the payee upon the receipt of payment to avoid misappropriation of funds.
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
SCHEDULE OF FINDINGS AND RESPONSES
June 30, 2014

Section Il - Financial Statement Findings (continued)
Finding 2014-001 Pre Prosecution Probation Cash Receipts (continued)

Management’'s Response: Effective immediately, the Pre Prosecution Probation division will
begin following the policies and procedures below to ensure that an internal control structure

exists.
1. Each employee will have their own receipt book in which to generate receipts.

2. New, pre-numbered, 3 part carbon copy receipt books will now be used to ensure each
payee is provided a receipt upon payment.

3. A daily log of receipts will be kept by the PPP division and reconciled with the Fiscal
division on a monthly basis. The results of the reconciliation will be reported to the
division supervisor and the CFO.

Our division will continue to monitor our daily processes and make changes to the policies and
procedures if needed to avoid any possibility of misappropriation of funds.
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
STATUS OF PRIOR YEAR AUDIT FINDINGS
June 30, 2014

Section Il — Financial Statement Findings

Finding 2013-003 Financial Statement Close (Significant Deficiency) — Repeated and
Modified

Condition: During test work over accounts receivable for fund 26000, it was noted that fourth
quarter receivables for the Victims of Crime Act (VOCA) ($28,617) and High Intensity Drug
Trafficking Areas program (HIDTA) ($37,270) grants were not accrued along with the
corresponding revenue amounts, totaling $65,587.

Section lll — Other Findings
Finding 12-03 Untimely Deposits of Cash Receipts (Other) - Resolved

Condition: During the internal controls test work for cash receipts, it was noted that 2 out of 22
deposits tested were not deposited within 24 hours of receipt.

Finding 2013-001 Personnel Files (Other) - Resolved

Condition: During the internal controls test work over personnel files the following items were

noted:
e 1 out of 22 personnel files tested lacked an I-9 form.

e 1 out of 22 personnel files tested did not contain a current approved pay rate form.
Therefore, the employee’s current SHARE pay rate did not agree to the approved pay
rate in their file. )

Finding 2013-002 Network Access (Other) - Resolved
Condition: During the internal control test work over user access, as it relates to the IT

environment, 3 out of 9 employees tested did not have their access promptly terminated after
their termination date.
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STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY
EXIT CONFERENCE
June 30, 2014

An exit conference was held with the District Attorney on December 3, 2014. The conference
was held in a closed meeting to preserve the confidentiality of the audit information prior to the
official release of the financial statements by the State Auditor. In attendance were:

STATE OF NEW MEXICO SECOND JUDICIAL DISTRICT ATTORNEY

Ms. Debora B. DePalo, Chief Deputy District Attorney
Mr. Jeff Peters, Office Manager

Ms. Carmen Roybal, Chief Financial Officer

Mr. Rieck Houston, Fiscal Accountant

Ms. Amy Valles, HR Administrator

CLIFTONLARSONALLEN LLP

Janet Pacheco-Morton, CPA, CGFM, Principal

Cammie Archuleta, Senior Associate

PREPARATION OF FINANCIAL STATEMENTS

The financial statements presented in this report have been prepared by the independent
auditor, and reviewed and approved by the management of State of New Mexico Second

Judicial District Attorney. The responsibility of the financial statements lies with management,
as addressed in the Independent Auditor's Report.
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