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FINANCIAL SECTION



INDEPENDENT AUDITORS’ REPORT

Timothy Keller
New Mexico State Auditor
and
Members of the Board of Directors
of New Mexico Sentencing Commission

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the general fund,
and the budget comparison of the general fund of the New Mexico Sentencing Commission (the
Commission), as of and for the year ended June 30, 2016, and the related notes to the financial
statements, which collectively comprise the Commission’s basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and general fund of the Commission as of
June 30, 2016, and the respective changes in financial position and the respective budgetary comparison
for the general fund for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Emphasis of Matters

As discussed in Note 2, the financial statements of the Commission are intended to present the financial
position and changes in financial position of only that portion of the governmental activities, the general
fund and the budgetary comparison of the State of New Mexico that are attributable to the transactions
of the Commission. They do not purport to, and do not, present fairly the financial position of the State
of New Mexico as of June 30, 2016, and the changes in its financial position and budgetary comparison
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 4-6, 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 the
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.

Other Information

Our audit was conducted for the purpose of forming opinions on the Commission’s basic financial
statements and the budgetary comparison for the general fund. The supplemental information as
identified in the table of contents is presented for purposes of additional analysis and is not a required
part of the basic financial statements.
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The additional schedules are the responsibility of management and were derived from and relate directly
to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or
to the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the Combining Statement
of Net Position by SHARE Fund and UNM Index and the Combining Statement of Revenues by SHARE
Fund and UNM Index are fairly stated in all material respects in relation to the basic financial statements
as awhole.

The Schedule of Vendor Information for Purchases exceeding $60,000 (excluding GRT) has not been
subjected to the auditing procedures and, accordingly, we do not express an opinion or provide any
assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 1,
2016 on our consideration of the Commission’s internal control over financial reporting and 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
internal control over financial reporting or compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Commission’s internal
control over financial reporting and compliance.

Bt f Compery 98, 220
Burt & Company CPAs, LL@

December 1, 2016
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SENTENCING COMMISSION
Management’s Discussion and Analysis
June 30, 2016
(Unaudited)

The Sentencing Commission’s (the Commission) management discussion and analysis is designed to:
(a) assist the reader in focusing on significant issues, (b) provide an overview of the Commission’s
financial activity, (c) identify changes in the Commission’s financial position, (d) identify any material
deviations from the financial plan (the approved budget), and (e) identify fund issues or concerns.

Since the Management’s Discussion and Analysis (MD&A) is designed to focus on the current year
activities, resulting changes and currently known facts, please read it in conjunction with the

Commission’s financial statements.

Financial Highlights

The New Mexico Sentencing Commission (originally known as the Criminal and Juvenile Justice
Coordinating Council) was created under Section 9-3-10 NMSA 1978 in 1994 and officially began its
activities in September 1995. During the 2003 legislative session, House Bill 510 became law, changing
the agency’s name to the New Mexico Sentencing Commission (the Commission) and expanding its
duties.

The Commission serves as a criminal and juvenile justice policy resource to the State of New Mexico.
The commission provides information, analysis, recommendations, and assistance from a coordinated
cross-agency perspective to the three branches of government and interested citizens so that those
citizens have the information and resources they need to make policy decisions that benefit the criminal
and juvenile justice systems.

The Commission consists of members from diverse parts of the criminal justice system, including
members of the Executive and Judicial branches, representatives of lawmakers, law enforcement
officials, criminal defense attorneys, and members of citizens’ interest groups.

USING THIS ANNUAL REPORT

The financial report includes the sections described below.

Management’s Discussion and Analysis

This section includes information on the use of the annual report, and management’s analysis of the
financial position and results of operations for the Commission.

Government-Wide Financial Statements

The government-wide financial statements are designed to be corporate-like in that all governmental
activities are consolidated into one column. The Commission has no business type activities. The focus
of the Statement of Net Position (Unrestricted Net Position) is designed to be similar to the bottom line
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for the Commission and its governmental activities. This statement, for the first time, combines and
consolidates governmental fund’s current financial resources (short-term spendable resources) with
capital assets and long term liabilities.

Fund Financial Statements

The Commission only has one fund — the general fund.

The Governmental Fund presentation is presented on a sources and uses of liquid resources basis. This
is the manner in which the financial plan (budget) is typically developed. The flow and availability of
liquid resources is a clear and appropriate focus of any analysis of a government. Funds are established
for various purposes and the financial statement allows the demonstration of sources and uses and/or
budgeting compliance associated therewith.

Budgetary Comparisons

In addition to MD&A, GASB Statement No. 34 requires budgetary comparison schedules for the general
fund and for each major governmental fund that has a legally adopted annual budget to be presented.
The budgetary comparison schedules should present both the original and the final 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 NMAC 2.2, the Statements of Revenues and
Expenditures - Budget and Actual are also presented. This information is provided at the approved
budget level to demonstrate compliance with legal requirements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Statement of Net Position — Governmental Activities

2016 2015
Current assets $ 328,457 291,526
Current liabilities $ 327,472 287,125
Net position
Restricted $ 985 985
Unrestricted - 3,416
$ 985 4,401
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Management’s Discussion and Analysis
June 30, 2016
(Unaudited)

The liabilities increased due to the restatement of deferred revenues. Refer to Note 12 for additional
information on accounting for contract revenues and the restatement as prior year balances.

Statement of Activities

The following schedule represents the revenues and expenses for government activities for the years
ended June 30:

2016 2015

State General Fund appropriations $ 574,700 578,200
Operating grants 181,448 129,469
Transfers-in 30,000 30,000
Reversions to the State General Fund (1,851) -

Total revenue 784,297 737,669
Program expenses (787,713) (736,684)
Change in net position (3,416) 985
Net position, beginning of year 4,401 3,416
Net position, end of year $ 985 4,401

Revenues and expenses remained consistent due to no legislative changes in the Commission's budget
for FY'16 along with no changes in the MOU amount with UNM.

THE COMMISSION'S FUNDS
The Commission has one governmental fund, which is the General Fund.
BUDGETARY HIGHLIGHTS
There were a budget reduction by $3,500 per H132, Section 10 to the overall original operating budget.
FINANCIAL CONTACT
The Commission's financial statements are designed to present users with the general overview of the
Commission's finances and to demonstrate the Commission's accountability. If you have questions about

the report or need additional financial information, contact the Commission's Deputy Director at 1915
Los Lomas, Albuquerque, NM 87131.



STATE OF NEW MEXICO
SENTENCING COMMISSION
Statement of Net Position
June 30, 2016

Governmental
Activities
Assets
Cash and cash equivalents held by UNM $ 10,278
Interest in State General Fund Investment Pool 318,179
Due from other State agency -
Total assets $ 328,457
Liabilities
Accounts payable $ 285,343
Unearned revenue 40,278
Due to other State agencies -
Due to State General Fund 1,851
Total liabilities 327,472
Net Position
Restricted 985
Unrestricted -
Total net position 985
Total liabilities and net position $ 328,457

The accompanying notes are an integral part of this financial statement.
7



Governmental activities
Judicial research services

General revenues
State general fund appropriations
Reversions
Transfers in
Total general revenues
Change in net position

Net position, beginning of year

Net position, end of year

STATE OF NEW MEXICO
SENTENCING COMMISSION
Statement of Activities
Year Ended June 30, 2016

Net (Expense)
Revenue and
Changes in
Program Revenues Net Assets

Charges tor Operating
Expenses Services Grants Total

$  (787,713) - 181,448 (606,265)

574,700
(1,851)

30,000

602,849
(3,416)

4,401

$ 985

The accompanying notes are an integral part of this financial statement.

8



STATE OF NEW MEXICO
SENTENCING COMMISSION
Balance Sheet — Governmental Fund
June 30, 2016

General Fund

Assets
Cash and cash equivalents held by UNM $ 10,278

Interest in State General Fund Investment Pool 318,179
Due from other State agency -

Total assets $ 328,457

Liabilities and Fund Balance

Liabilities
Accounts payable $ 285,343
Unearned revenue 40,278
Due to other State agencies -
Due to State General Fund 1,851
Total liabilities 327,472

Fund balance

Restricted 985
Unassigned -
Total fund balance 985
Total liabilities and fund balance $ 328,457

The accompanying notes are an integral part of this financial statement.
9



STATE OF NEW MEXICO
SENTENCING COMMISSION
Reconciliation of the Balance Sheet to the Statement of Net Position
— Governmental Fund
June 30, 2016

Fund balances - total governmental funds $ 985

Net position of governmental activities $ 985

The accompanying notes are an integral part of this financial statement.
10



STATE OF NEW MEXICO
SENTENCING COMMISSION
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Fund
June 30, 2016

General Fund

Revenue $ 181,448

Expenditures

Current:
In-state travel 3,447
Grants 30,000
Professional services 754,266
Total expenditures 787,713
Excess (Deficiency) of revenues over expenditures (606,265)

Other financing sources (uses)

State General Fund appropriations 574,700
Reversions to State General Fund (1,851)
Transfers in 30,000
Total other financing sources (uses) 602,849

Net change in fund balance (3,416)
Fund balance, beginning of year 4,401
Fund balance, end of year $ 985

The accompanying notes are an integral part of this financial statement.
11



STATE OF NEW MEXICO
SENTENCING COMMISSION
Reconciliation of the Statement of Revenues, Expenditures, and Changes to Fund Balances to the
Statement of Activities — Governmental Fund
June 30, 2016

Net change in fund balances - Total governmental fund $ (3,416)

Change in net position of governmental activities $ (3,416)

The accompanying notes are an integral part of this financial statement.
12



STATE OF NEW MEXICO
SENTENCING COMMISSION
Statement of Revenues, Expenditures — Budget and Actual (General Fund)
Year Ended June 30, 2016

Variance
Favorable
Original Final Budget Actual (Unfavorable)
Revenues
State general fund appropriations  $ 578,200 574,700 574,700 -
Intra-State transfers 30,000 30,000 30,000 -
Contract revenues - - 181,448 181,448
Total revenues 608,200 604,700 786,148 181,448
Expenditures
Contractual services 572,900 569,400 754,266 (184,866)
Other costs 5,300 5,300 3,447 1,853
Grants 30,000 30,000 30,000 -
Total expenditures $ 608,200 604,700 787,713 (183,013)
Unbudgeted revenues 181,448
Unbudgeted expenditures (184,864)

The accompanying notes are an integral part of this financial statement.

13



STATE OF NEW MEXICO
SENTENCING COMMISSION
Notes to Financial Statements
June 30, 2016

Organization and Operations

The New Mexico Sentencing Commission (originally known as the Criminal and Juvenile
Justice Coordinating Council) was created under Section 9-3-10 NMSA 1978 in 1994 and
officially began its activities in September 1995. During the 2003 legislative session, House Bill
510 became law, changing the agency's name to New Mexico Sentencing Commission (the
Commission) and expanding its duties. Currently, the Commission is a state agency vouchering
through the Department of Finance and Administration (DFA) for the annual state appropriation
activity.

The New Mexico Legislature created the Commission to assess, monitor and report to the

legislature on the impact of any enacted sentencing standards and guidelines on state and local
correctional resources and programs and the need for further sentencing reform.

Summary of Significant Accounting Policies

During the year ended June 30, 2016, the Commission adopted the following GASB Statements:

GASB No. 72 — Fair Value Measurement and Application. The objective of this Statement is
to provide guidance for determining a fair value measurement for financial reporting purposes,
and for applying fair value to certain investments and disclosures related to all fair value
measurements. The statement did not have a material impact on the Commission’s financial
statements.

GASB No. 76 — The Hierarchy of Generally Accepted Accounting Principles for State and Local
Governments. The objective of this Statement is to identify, in the context of the current
governmental financial reporting environment, the hierarchy of generally accepted accounting
principles (GAAP). This Statement reduces the GAAP hierarchy to two categories of
authoritative GAAP and addresses the use of authoritative and nonauthoritative literature in the
event that the accounting treatment for a transaction or other event is not specified within a
source of authoritative GAAP. The statement did not have a material impact on the
Commission’s financial statements.

The financial statements of the Commission have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP) as applied to
governmental entities. The more significant of the Commission's accounting policies are
described below:

A. Financial Reporting Entity

The chief executive of the Commission is the Executive Director, who is appointed by
the majority of the Board of Directors. The Commission is a department of the executive
branch and these financial statements include all funds and activities over which the
Executive Director has oversight responsibility.

14



STATE OF NEW MEXICO
SENTENCING COMMISSION
Notes to Financial Statements
June 30, 2016

Summary of Significant Accounting Policies (continued)

A.

Financial Reporting Entity (continued)

The Commission is included in the financial statements of the State of New Mexico.
The Commission has no component units.

Basic Financial Statements

The basic financial statements include both government-wide (based on the
Commission as a whole) and 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. The Commission is a single
purpose government entity and has no business type activities. In the government-wide
statement of net position, the governmental activities are presented on a consolidated
basis and are reflected on the full accrual, economic resource basis, which incorporates
long-term assets and receivables as well as long-term debt and obligations. These
statements include the financial activities of the overall government except for fiduciary
funds (the Commission does not have any).

The net cost by function is normally covered by general revenue. Since the Commission
only has one program, it does not employ indirect cost allocation in the financial
statements.

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

The governmental funds in the fund financial statements are presented on a current
financial resource and modified accrual basis of accounting. This is the manner in which
these funds are normally budgeted. This presentation is deemed more appropriate to
demonstrate legal and covenant compliance, to demonstrate the source and use of liquid
resources and to demonstrate how the Commission's actual experience conforms with
the budget or fiscal plan. Since the governmental focus and basis of accounting is
different than the government-wide statements governmental column, a reconciliation
is presented on the page following each statement, which briefly explains the
adjustment necessary to transform the fund based financial statements into the
governmental column of the government-wide presentation. The Commission,
however, had no reconciling items for the year ended June 30, 2016. The Commission's
major fund is its general fund.

Basis of Presentation - Fund Accounting

The financial transactions of the Commission 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 and other financing sources or uses.

15



STATE OF NEW MEXICO
SENTENCING COMMISSION
Notes to Financial Statements
June 30, 2016

Summary of Significant Accounting Policies (continued)

C.

Basis of Presentation - Fund Accounting (continued)

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 and reported by generic classification in the
accompanying financial statements. GASB Statement No. 34, Basic Financial
Statements — and Management's Discussion and Analysis - for State and Local
Governments, sets forth minimum criteria for the determination of major funds based
on a percentage of the assets, liabilities, revenues, or expenditures. The general fund is
always considered a major fund. The Commission uses the following fund types:

Governmental Fund Types

The focus of Governmental Fund measurements (in the 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 Commission.

General Fund (SHARE Fund #00347 - reverting) - The General Fund is the general

operating fund of the Commission and it is used to account for all financial resources.
This is a reverting fund.

Measurement Focus and Basis of Accounting

The term measurement focus is used to denote what is being measured and reported in
the Commission's operating statement. The government-wide financial statements of
the Commission are accounted for on the flow of economic resources measurement
focus. The fundamental objective of this focus is to measure whether the Commission
is better or worse off economically as a result of events and transactions of the period.

The governmental fund types are accounted for on a spending or financial flow
measurement focus. Only current assets and current liabilities are generally included on
their balance sheets. Their reported fund balance (net current assets) is considered a
measure of available spendable resources. Governmental fund operating statements
present increases (revenue and other financing sources) and decreases (expenditures
and other financing uses) in net current assets. Accordingly, they are said to present a
summary of sources and uses of available spendable resources during a period. Due to
their spending measurement focus, expenditure recognition for governmental fund
types is limited to exclude amounts represented by non-current liabilities. Since they do
not affect net current assets, such long-term amounts are not recognized as
governmental fund type expenditures or fund liabilities.

16



STATE OF NEW MEXICO
SENTENCING COMMISSION
Notes to Financial Statements
June 30, 2016

Summary of Significant Accounting Policies (continued)

D.

Measurement Focus and Basis of Accounting (continued)

The basis of accounting refers to the point at which revenues and expenditures 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 government funds in the fund financial statements are presented on a modified
accrual basis. Under the accrual method of accounting, revenues are recognized when
earned and expenditures are recognized when incurred.

In addition to assets, the statement of net position or balance sheet will sometimes report
a separate section for deferred outflows of resources. This separate financial statement
element represents a consumption of net position that applies to a future period(s) and
therefore will not be recognized as an outflow of resources (expenses/expenditures)
until then. In addition to liabilities, the statement of net position or balance sheet will
sometimes report a separate section or deferred inflows of resources. This separate
financial statement element represents an acquisition of resources that applies to a future
period(s) and therefore will not be recognized as an inflow of resources (revenue) until
that time. The Commission did not have any items that qualified for reporting in these
categories for the year ended June 30, 2016.

The Commission received appropriations under the annual General Appropriations Act.
The total appropriation is received in equal monthly allotments. The revenue is recorded
when received. All allotments are received during the fiscal year. Any unexpended
balances remaining at the end of the fiscal year shall revert to the State General Fund
by October 1, 2016.

Contract revenues are recorded when all eligibility requirements have been met,
typically when the underlying expenditures have been incurred.

Expenditures are recorded as liabilities when incurred.

Budget and Budgetary Accounting

Legal compliance is monitored through the establishment of a budget and a financial
control system, which permits a budget to actual expenditure comparison. Expenditures
may not legally exceed appropriations for each budget at the appropriation unit level.
Budgeted appropriation unit amounts may be amended upon approval from the Budget
Division of the State of New Mexico Department of Finance and Commission within
the limitations as specified in the General Appropriations Act. The budget amounts
shown in the financial statements are the final authorized amounts as legally revised
during the year.

17



STATE OF NEW MEXICO
SENTENCING COMMISSION
Notes to Financial Statements
June 30, 2016

Summary of Significant Accounting Policies (continued)

E.

Budget and Budgetary Accounting (continued)

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

1. Prior to September 1, the Commission submits to the State Budget-Financial
Control Division, the Department of Finance and Administration (DFA), and
the Legislative Finance Committee (LFC) an appropriation request for the
fiscal year commencing the following July 1. The appropriation request
includes proposed expenditures and the means of financing them.

2. Following their budget hearing with the Commission, the DFA and the LFC
prepare their own budget recommendations to the legislature.

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

4. The Act is signed into Law by the Governor of the State of New Mexico within
the prescribed time limit, at which time the approved budget becomes a legally
binding document.

5. The Commission then submits, on or before May 1, an annual operating budget
request by appropriation unit and object code based upon the appropriation
made by the Legislature. The DFA-Budget Division reviews and approves the
operating budget which becomes effective on July 1.

All subsequent budgetary adjustments must be approved by the Director of the DFA-
Budget Division and the LFC. There was a $3,500 budget reduction for the Commission
for the year ended June 30, 2016.

The budget is adopted on a modified accrual basis of accounting (Senate Bill 313,
General Appropriations Act of 2014) except for accounts payable accrued at the end of
the fiscal year that do not get paid by the statutory deadline (Section 6-10-4 NMSA
1978) that must be paid out of the next year's budget. A reconciliation of budgetary
basis to GAAP basis will be necessary if any accounts payable at the end of the fiscal
year are not paid by the statutory deadline. The Commission has not included such
reconciliation for fiscal year 2016 as all payables were paid by the statutory deadline.

18



STATE OF NEW MEXICO
SENTENCING COMMISSION
Notes to Financial Statements
June 30, 2016

Summary of Significant Accounting Policies (continued)

F.

Fund Balance

In the fund level financial statements, fund balance reserves represent those portions of
fund equity not available for appropriation or expenditure or legally segregated for a
specific future use. In accordance with Governmental Accounting Standards Board
Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions,
the Commission classifies governmental fund balances as follows:

Non-spendable - includes fund balance amounts that cannot be spent either because it
is not in spendable form or because of legal or contractual constraints.

Restricted - includes fund balance amounts that are constrained for specific purposes
which are externally imposed by providers, such as grantors or amounts constrained
due to enabling legislation.

Committed - includes fund balance amounts that are constrained for specific purposes
that are internally imposed by the government through formal action of the highest level
of decision making authority and does not lapse at year-end.

Assigned - includes fund balance amounts that are intended to be used for specific
purposes that are neither considered restricted or committed. Fund balance may be
assigned by the management.

Unassigned - includes positive fund balances within the General Fund which have not
been classified within the above mentioned categories and negative fund balances in
other governmental funds.

Net Position

The government-wide fund financial statements utilize a net position presentation. Net
position are categorized as investment in capital assets, restricted and unrestricted. Net
position is defined by GAAP as the residual of all assets, liabilities, deferred outflows
of resources and deferred inflows of resources. There were no deferred inflows or
deferred outflows for the year.

Net Investment in Capital Assets - is intended to reflect the portion of net
position which are associated with non-liquid, capital assets.

Restricted Assets - are liquid assets (generated from revenues and not bond

proceeds), which have third-party (statutory, or granting agency) limitation on
their use.

19



STATE OF NEW MEXICO
SENTENCING COMMISSION
Notes to Financial Statements
June 30, 2016

Summary of Significant Accounting Policies (continued)

G.

Net Position (continued)

Unrestricted Assets - represent unrestricted liquid assets. Unrestricted deficit
results mainly from the recording of the compensation absences liability for
which future state appropriations will pay the liability.

When both restricted an unrestricted resources are available for use, it is the
Commission's policy to use restricted first, then unrestricted resources as they are
needed.

Use of Estimates

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.

Investments

The Commission's funds are held on deposit with the State Treasurer's Office and funds
are also held by the University of New Mexico.

Capital Assets

The Commission does not have any capital assets.

Reversions

The annual State appropriation funds that have not been expended revert to the State
General Fund. Accordingly, any reversions have been recorded in the current year for

State General Fund appropriations. There was a reversion of $1,852 to the State General
Fund for the year ended June 30, 2016.

Deposits

The Commission is authorized under the provision of Chapter 6, Article 10, paragraph 10,
NMSA 1978, annotated, to deposit its money in banks, savings and loan associations and/or
credit unions whose accounts are insured by an agency of the United States.
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Deposits (continued)

All money not immediately necessary for the public uses of the Commission may be invested
in bonds or negotiable securities of the United States, the state or any county, municipality or
town, securities that are issued by the United States government or by its agencies or
instrumentalities or in contracts with banks, savings, and loan associations or credit unions for
the present purchase and resale at a specified time in the future or specific securities. If the
Commission is unable to receive payment on public money at the rate of interest set forth by the
State Board of Finance from financial institutions within the geographic boundaries of the
governmental unit, the Commission may invest its money as provided under Section 6-10-10.1
NMSA 1978 with the State Treasurer's investment pool for a period greater than 181 days. The
State Treasurer's investment pool shall be invested as provided for State funds under Section
60-10-10 NMSA 1978. The Commission has not formally adopted a deposit and investment
policy that limits the government's allowable deposits or investments and addresses the specific
types of risk to which the government is exposed.

Cash held by the Commission includes cash held by the University of New Mexico. Deposits
are secured by Federal Deposit Insurance Corporation (FDIC) and U.S. Treasuries. Under New
Mexico law, all deposits with financial institutions must be collateralized in an amount not less
than 50% (102% for overnight deposits) of the uninsured balance. Market values of all cash and
deposits approximate the cost of those assets. Please see the University of New Mexico audit
report for the fiscal year ended June 30, 2016 for more deposit and collateral information.

The Commission follows GASB 40, Deposit and Investment Risk Disclosures. GASB 40
requires certain disclosures when balances with financial institutions exceed depository
insurance. The Commission does not have credit quality, Deposit Custodial Credit, Security
Custodial Credit, Concentration of Credit, or Foreign Currency Risks.

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.

For additional GASB 40 disclosure information regarding cash held by the State Treasurer, the

reader should see the separate audit report for the State Treasurer's Office for the fiscal year
ended June 30, 2016.

Interest in the General Fund Investment Pool

To comply with Statue 6-10-3 (NMSA 1978), and to optimize state cash management and
investment practices, funds of various state agencies are deposited in the State General Fund
Investment Pool (SGFIP). This pool is managed by the New Mexico State Treasurer's Office
(STO). Claims on the SGFIP are reported as financial assets by the various agencies investing
in the SGFIP.
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Interest in the General Fund Investment Pool (continued)

Agency claims against the SGFIP and fiduciary resources held at STO to fulfill those claims
were not reconciled from the inception of SHARE (the State's centralized accounting system),
in July 2006, through January 2013, which caused uncertainty as to the validity of the claims
and the ability to fiduciary resources to fulfill those claims. As a result of business process and
systems configuration changes made during the Cash Management Remediation Project Phase
| the Department of Finance and Administration's Financial Control Division began reconciling
transactional activity reported by the State's fiscal agent bank to the SHARE general ledger on
a point-forward basis beginning February 1, 2013. In March 2015, the Financial Control
Division implemented a reconciliation process that compares statewide agency claims against
the resources held in the SGFIP at STO. This process is known as the claims to resources
reconciliation. The claims to resources reconciliation process has been successfully applied to
fiscal year-end 2016 and the months from July 2015 through June 2016. The following
assertions can be made:

1) The difference between statewide agency claims against the SGFIP and fiduciary
resources held at STO to fulfill those claims has remained stable and within a narrow
and acceptable range over the last twelve months;

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

3) Agency claims on the SGFIP will be honored at face value.

The Commission believes the impact of the cash reconciliation does not have a material impact
on its financial statements since the main source of cash is the annual state appropriation and
the Commission has internal controls to properly record its expenditures. Any unspent balance
from the annual state appropriation reverts to the State General Fund.

At June 30, 2016, the Commission had the following invested in the General Fund Investment

Pool:
Interest in the State General Fund Investment Pool $ 318,179

Operating Leases

The Commission leases an automobile for traveling to board meetings in Santa Fe and around
the State of New Mexico with a lease term of less than one year.

Lease expenditures for the automobile for the year ended June 30, 2016 was $1,992.
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Pension Plan — Educational Employees’ Retirement Plan

Plan Description. The Commission does not have full-time employees. If the Commission had
fulltime employees they would participate in a Public Employee Retirement Fund authorized
under the state's Public Employee Retirement Act (PERA) (Chapter10, Article 11, NMSA
1978). PERA is cost sharing, multiple employer defined benefit pension plan. PERA is a
pension trust fund of the State of New Mexico. The New Mexico legislature has the authority
to set or amend contribution rates.

PERA issues a publicly available financial report and a comprehensive annual financial report
that can be obtained at http://saonm.org.

Contributions: The contribution requirements of plan members and the Commission are
established in state statute under Chapter 10, Article 11, NMSA 1978. The requirements may
be amended by acts of the legislature.

The Commission's contributions to PERA for the fiscal year ended June 30, 2016, 2015 and
2014 were $0, $0, and $0, respectively, equal to the amount of the required contributions for the
year.

GASB 68 — Financial Reporting and Disclosure for Multiple-Employer Cost Sharing Pension
Plans by Employers

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 ended June 30, 2016.

The Commission, as part of the primary government of the State of New Mexico, is not a
contributing employer since it has no employees to a cost-sharing multiple employer defined
benefit pension plan administered by PERA. Overall, total pension liability exceeds Plan net
position resulting in a net pension liability. The State has determined the State's share of the net
pension liability to be a liability of the State as a whole, rather than any agency or department
of the State and 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 pension liability, pension expense, and pension-related deferred
inflows and outflows of resources of the primary government will be contained in the CAFR
and will be available, when issued, from the Office of the State Controller, Room 166, Bataan
Memorial Building, 407 Galisteo Street, Santa Fe, NM 87501.
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Post-Employment Benefits - State Retiree Health Care Plan

Plan Description. The Commission has no employees and is not required to contribute to the
New Mexico Retiree Health Care Fund, a cost-sharing multiple-employer defined benefit
postemployment healthcare plan administered by the New Mexico Retiree Health Care
Authority (RHCA) or any other post-retirement benefit plan. 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.

The Commission's contributions to the RCHA for the fiscal years ended June 30, 2016, 2015,

and 2014 were $0, $0, and $0, respectively, which equal the required contributions for each
year.

Risk Management

The Commission is exposed to various risks of loss related to tort, theft of, damage to, or
destruction of assets, errors or omissions, employer obligations and natural disasters for which
the Commission carries insurance (Workers Compensation, Unemployment Compensation,
Employee Liability, Transportation Property and Bond Premium) with the State of New Mexico
Risk Management Division (RMD) of the General Services Department. Insurance premiums
are allocated to and paid by all budgeted activities within the general fund.

The Commission, as a State Agency defined in the New Mexico Tort Claims Act, is insured
through the RMD of the State of New Mexico. Annual premiums paid to the RMD provide
coverage in the following areas:

1) Liability and civil rights protection for claims made by others against the State of New
Mexico;

2) Coverage to protect the State of New Mexico's property and assets; and

3) Fringe benefits coverage for the State of New Mexico's employees. However,

Universities provide their group health programs.
Risk management expenditures for the Commission are accounted for in the general fund. Any

claims are processed through RMD. There are no pending or known threatened legal
proceedings involving material maters to which the Commission is a party.
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Memorandum of Understanding

For the fiscal year ended June 30, 2016, the Commission entered into a memorandum of
understanding (MOU) with the University of New Mexico (UNM). Under this agreement, the
Commission deposits bi-monthly payments into a UNM agency account from their state appro-
priation funding. UNM serves as the fiscal agent providing administrative and recordkeeping
services, including payroll and purchase orders, along with office space and other support
services. As the fiscal agent for the Commission, UNM receives a 9% management fee. The
amount deposited into the agency accounts by the Commission shall not exceed $578,200. At
the end of the fiscal year, there were no unspent funds remaining in the agency accounts. For
the agency accounts with reverting funds, with funds reverting to the State General Fund was
booked.

Interagency Transfers

The Commission received transfers from the State General Fund (SHARE Fund #85300) in the
amount of $30,000 during the 2016 fiscal year its annual appropriation pursuant to the County
Detention Facility Reimbursement Act (NMSA 33-3B-4(2)). These funds are not subject to
reversion. Any unspent amounts are recorded as restricted net position.

Contracts Revenue

During the fiscal year 2016 and prior years, the Commission entered into Memorandums of
Understanding (MOU) with the following agencies:

- State of New Mexico Corrections Department (Index 931324 and 931406),

- PB&J Family Services (Index 931354),

- County Detention Facility Reimbursement Act (Index 931316),

- New Mexico Association of Counties (Index 931338),

- State of New Mexico Department of Children, Youth and Families (Index 931323)

The purpose of the contracts was to perform additional research services and projects for the
2016 fiscal year. The Commission is paying UNM's personnel to perform the services required
under these contracts.

Due To State General Fund

As of June 30, 2016, $1,851 was due to the State General Fund (SHARE Fund (34700)) for the
fiscal year 2016 reversion.
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Individual Fund Disclosures

Generally accepted accounting principles require disclosures of certain information concerning
individual funds including:

Excess of expenditures over appropriations. Budgetary authority at the fund level. The following
funds exceeded approved budgetary authority for the year ended June 30, 2016:

General Funds:
UNM-Memorandum of Understandings (MOU'S) $ (183,013)

Subsequent Pronouncements

In June 2015, GASB Statement No. 73 Accounting and Financial Reporting for Pensions and
Related Assets That Are Not within the Scope of GASB Statement 68, and Amendments to
Certain Provisions of GASB Statements 67 and 68, was issued. Effective Date: The provisions
of this Statement are effective for financial statements for periods beginning after June 15, 2016.

Earlier application is encouraged. This pronouncement will not affect the Commission’s
financial statements.

In June 2015, GASB Statement No. 74 Financial Reporting for Postemployment Benefit Plans
Other Than Pension Plans, was issued. Effective Date: The provisions of this Statement are
effective for fiscal years beginning after June 15, 2016. This pronouncement will not affect the
Commission’s financial statements.

In June 2015, GASB Statement No. 75 Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions, was issued. Effective Date: The provisions of
this Statement are effective for fiscal years beginning after June 15, 2017. The standard will be
implemented during the fiscal year ended June 30, 2018. This pronouncement will not affect
the Commission’s financial statements.

In August 2015, GASB Statement No. 77 Tax Abatement Disclosures, was issued. Effective
Date: The provisions of this Statement are effective for financial statements for periods
beginning after December 15, 2015. Earlier application is encouraged. The Commission will
implement this standard during the fiscal year ended June 30, 2017. This pronouncement will
not affect the Commission’s financial statements.

In March 2016, GASB Statement No. 82 Pension Issues—an amendment of GASB Statements
No. 67, No. 68, and No. 73, was issued. Effective Date: The provisions of this Statement are
effective for financial statements for periods beginning after June 15, 2016, except for in a
circumstance in which an employer’s pension liability is measured as of a date other than the
employer’s most recent fiscal year-end. In that circumstance, the requirements are effective in
the first reporting period in which the measurement date of the pension liability is on or after
June 15, 2017. This pronouncement will not affect the Commission’s financial statements.

Subsequent Events

The Commission has evaluated subsequent events through December 1, 2016, which is the date
the financial statements have been issued and have determined no subsequent events require
disclosure or adjustment to the financial statements.
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Assets
Cash and cash equivalents at UNM
Interest in State General Fund
Investment Pool
Due from state agencies

Total assets

Liabilities and Fund Balance
Liabilities
Accounts payable
Unearned revenue
Due to state general fund-reversion
Due to state agencies

Total liabilities

Fund Balance
Restricted
Unassigned

Total fund balance

Total liabilities and fund balance

SHARE
Fund

STATE OF NEW MEXICO

SENTENCING COMMISSION
Combining Statement of Net Position Information by SHARE Fund and UNM Index
Year Ended June 30, 2016

University of New Mexico

Index
931324

Index
931354

Index
931316

Index
931338

Index
931323

Index
931406

Total

318,179

10,278

30,000

10,278

318,179
30,000

$ 318,179

40,278

358,457

$ 285,343

1,851
30,000

40,278

285,343
40,278
1,851
30,000

317,194

40,278

357,472

985

985

985

985

$ 318,179

40,278

358,457
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University of New Mexico
SHARE Index Index Index Index Index Index
Fund 931324 931354 931316 931338 931323 931406 Total

Revenue
State general fund appropriation $ 574,700 - - - - - - 574,700
Intra-state transfers 30,000 - - - - - - 30,000
Contract revenue - 52,165 92,380 7,162 - 22,074 7,667 181,448
Total Revenues 604,700 52,165 92,380 7,162 - 22,074 7,667 786,148

Expenditures

Contractual services 569,402 52,165 92,380 7,162 3,416 22,074 7,667 754,266
Other costs 3,447 - - - - - - 3,447
Grants 30,000 - - - - - - 30,000

Total expenditures 602,849 52,165 92,380 7,162 3,416 22,074 7,667 787,713

Excess (deficiency) of revenues over
expenditures 1,851 - - - (3,416) - - (1,565)

Other financing sources (uses):

2016 Reversion to the state general fund (1,851) - - - - - - (1,851)
Total other financing sources (uses) (1,851) - - - - - - (1,851)

Net change in fund balance - - - - (3,416) - - (3,416)
Fund balance, beginning of the year 985 - - - 3,416 - - 4,401
Fund balance, end of year $ 985 - - - - - - 985
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STATE OF NEW MEXICO
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Schedule of Vendor Information for Purchases Exceeding $60,000 (Excluding GRT)
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Was the
Vendor In-
In- State and
State/Out- Chose
Name and Physical | of-State Veteran's
Address per the Vendor (Y | Preference

$ Amount Procurement or N) (Y or N) for
RFB#/RFP $ Amount of Documentation, of | (Based on Federal
# (if Type of of Awarded | Amended | ALL Vendor(s) that | Statutory Funds Brief description of
applicable) | Procurement Awarded Vendor Contract Contract responded Definition) [ Answer N/A | the scope of work

There were no purchases that exceeded $60,000 as of June 30, 2016
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENTAUDITING STANDARDS

INDEPENDENT AUDITORS’ REPORT

Mr. Timothy Keller

New Mexico State Auditor

and

Members of the Board of Directors of

The State of New Mexico Sentencing Commission

We have audited, 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, the financial statements of the governmental
activities, the general fund, and the budgetary comparison for the general fund for the State of New
Mexico Sentencing Commission (the Commission), as of and for the year ended June 30, 2016, and the
related notes to the financial statements, which collectively comprise the Commission’s basic financial
statements, and have issued our report thereon dated December 1, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Commission'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 Commission's internal
control. Accordingly, we do not express an opinion on the effectiveness of the Commission'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 a certain deficiency in internal control that we consider to be a material weakness.

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 Commission’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 as item 2014-002 to be a significant deficiency.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Commission'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 instances of nhoncompliance or other matters that are
required to be reported under Government Auditing Standards and which is described in the
accompanying Schedule of Findings and Responses as item 2014-005.

The Commission's Responses to Findings
The Commission's responses to these findings are described in the accompanying Schedule of Findings

and Responses. The Commission'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 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

Governmental Auditing Standards in considering the entity's internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

gw*?‘ Corrpeny CPA LLO
Burt & Company CPAs, LLQ“-F &

December 1, 2016



STATE OF NEW MEXICO
SENTENCING COMMISSION
Schedule of Findings and Responses
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SECTION I - SUMMARY OF AUDIT RESULTS

Financial Statements:

1. Type of auditors' report issued Unmodified
2. Internal control over financial reporting:
a. Material weakness identified? No
b. Significant deficiency identified not
considered to be a material weakness? Yes
C. Noncompliance material to financial
statements noted? No

SECTION Il - CURRENT YEAR FINDINGS

2014-002 Contract Revenue Accounting, Significant Deficiency

Condition: During our audit, we noted that the Commission entered into six contracts with outside
entities to perform research for a contractual amount. From these grants, $181,448 in revenues and
related expenditures were accounted for by UNM within agency accounts. These contract activities and
changes in cash and unearned revenue were not recorded in the Commission's general ledger. Lack of
progress towards implementing the prior year corrective action plan was due to UNM personnel
turnover.

Criteria: Per NMAC 2.2.2.12(5)(a). "The state maintains the centralized accounting system, SHARE;
the SHARE data and reports are the original book of record that the auditor is auditing. If the agency
maintains a separate accounting system, it should be reconciled with the SHARE system and all
applicable adjustments should be recorded in SHARE periodically throughout the fiscal year... "

Effect: Because the activity was not recorded in the Commission's general ledger; the SHARE financial
reports were not accurate and material adjusting entries were required.

Cause: Turnover in the accounting function caused the problem in recording the UNM activity to
SHARE.

Recommendation: We recommend that the Commission implement procedures to record all of its
transactions in the SHARE general ledger.

Commission's Response: Progress made - the Commission will work with the Department of Finance
and Administration (DFA) to account for the activity. It may require setting up a separate SHARE fund
and/or separate general ledger accounts to record these transactions. Our goal is to record all activity
once direction from DFA on how to record this activity is obtained.
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2014-005 Budget Overspending, Non-compliance in accordance with the New Mexico Budget (Other
Finding)

Condition: The budget for the general fund did not include the revenue and expenditures from the
MOU's with other entities. Lack of progress towards implementing the prior year corrective action plan
was due to UNM personnel turnover in the accounting function; repeat finding from prior year. Budget
overspending occurred for the year ended June 30, 2016 amounting to $183,013.

Criteria: State Statutes require that expenditures be budgeted before they are expended.

Effect: The Commission is not in compliance with the requirements of NMSA 6-3-1 to 6-3-25 and there
is increased risk that unauthorized transactions could occur.

Cause: The turnover in the accounting function resulted in the financial activity from the MOU's not
being budgeted.

Recommendation: We recommend that the Commission includes in its annual budget expected revenues
and expenditures related to MOU's with other entities.

Commission's Response: ~ The Commission will work with the Department of Finance and
Administration to process budget adjustments for the additional revenue and expenditures. Our goal is
to submit a budget adjustment request for 2016 activity as soon as practical.

SECTION Il - CURRENT STATUS OF PRIOR YEAR FINDINGS

Modified
or
Prior Year Partially Current
Audit Resolved Year
Finding and Audit
Number Description Repeated | Resolved | Finding
2014-002 | Contract Revenue Accounting, Material v 2014-002
Weakness
2014-005 | Budget Overspending, Non-compliance in
accordance with the New Mexico State Audit 4 2014-005
Rule
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Exit Conference

An exit conference was held on December 1, 2016 to discuss the current report. Those individuals in
attendance were as follows:

State of New Mexico Sentencing Commission

Marron Lee Board Chair
Linda Freeman Executive Director
Tony Ortiz Deputy Director

Burt & Company CPAs, LLC
Ronald E. Schranz, CPA, CVA Partner

The financial statements were prepared by Burt & Company CPAs, LLC with assistance provided by
the Commission's personnel. The Commission is responsible for the fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United States of America.
The Commission has reviewed and approved the financial statements and notes to the financial
statements.

Burt & Company CPAs, LLC would like to acknowledge the courtesy and assistance extended to us
during the course of the audit.
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