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Independent Auditors’ Report

To'the Board of Directors of

New Mexico: Spaceport Authortty

and.

Mr. Hector H. Batderas New Mexico: State Auditer

' ‘Report on Financial. Statements _
We have: audlted' the accompanynngi fmancua[ statements of’ the governmentai actlvmes each

funds presented as supp!ementary mformatlon as deflned by the Government Accountmg..
Standards Board,-in the' accompanying individual fund financial statements as of and for the:
year eneed June 30,2014, as listed in thetable of conterits.-

Management's Respongibility foi‘the Finahcial Statements

Management is responsible: for the preparatlon and. fair presentation of these financial
stateménts in’ dccordance: with acesunting pnncrples generally-accepted in the United States of
~ America; this includes therdesign, implement: and maintenance of internal control refevant,
to_the preparaticn: and fa.lr presentatior of fingncial statements ‘that. are: free from ‘material
misstatements, whether due tofraud o or efror;

Auditor's Responsmll'ity

Our respens:blllty is to express opinions on these flnanmal statements. based on our audit. We-
conducted our audit: in acoordance: with. -auditing ‘standards -generally accepted in the: United
States of America and ths ‘staridards applicable to- flnanctal audits contained in Government
Audntlng ‘Standards, issued by the Comptroiler General of the United Statées. Those standards
require: that-we. plan and perform: the augit to: obtain: reasonabte assurange: about'whether- the
financial- stateiments aré free from material misstatemeént. :

An audit involves performiing . procedures: to obtain audit evidence about the armounts and
igtlsotosures in the fmano[al statements The procedures se!ected depend on the auditor's
-‘:statements whether dis to fraud or erior. In maklng those risk assessments the audltor ,
considers’ internal control relevant to the entity’s preparation and fair presentatlon of the
financial statements ih 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
entlty s mterna[ controt Acoordlngly, We express no: stich’ opinion. .

An audit also includes evaluating the: appropnateness of accounting pohmes used and the
reasonableness of significant accounting estimates riade by, management as well - as
evaluating'the overall presentatlon of- the financial statements:.
¥
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We beileve that the -audit ewdence we have obtained is sufficient and appropnate to prowde a
basis for our audit oplmcns

Opinions

In our opinion, the financial statements referred to-above present fairly, in all material respects
the respective financial position. of the. gcvernmenta[ activities and -each major: fund-of NMSA as:
of June 30, 2014, -and the respective changes in financial posmen and-the respective budgetary

comparisons for the general fund for the year then ended in :accordance. with acccuntrng_

principles genérally accepted in the United States of America. In addition; in our opinion, the **

financial statements' referred to above present fairly, in all material respects as. of June 30,
2014, the respective budgetary comparisons for the major capital project funds of NMSA for the.
year then ended in accordance with accounting principles general!y accepted in the’ Unltedw
States of Amenca

Emphasis of Matter

As discussed in Note 1, the financial statemeénts of the Department are intended to present the'
financial position and changes in: finahcial position of only that portion of the governmental
. activitles,. each rnajcr fund, the aggreégate témaining fund information and all respective
budgetary comparisons of the State of New Mexico:thatis aftributable to the transactions of the:
Department. They do no purport to, and do not present faifly’the financial position of the entire-
State of New Mexico as of '-'J.un.e..S'O, 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 Supplenientary Information .
Accounting principles generally acecepted in. the United States of America require that the -
‘management's discussion and -analysfs-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 Beard who considers it to
.be an essentlal 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 supp(ementary informatioft in acéordance with auditing’ standards
generally accepted in -the United States of America, which consisted of ingquiries of

management-abauf the methods of preparing the information and comparing; the information for
consistency with management's responses:to our inquirigs, the basic financial statements, and
other know[edge 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 formiig opinions on NMSA's financial statements;

" the combining and individual fund financial statements,. and the: budgetary comparisons. The.
supplemental. schedule of severance tax appropriations and supplemental schedule: of cash
accounts including investments:are presented for purposes. of addlttcnal analysis afd are not
requnred part of the basic financial statements.



The supplemental :scheduie of severance tax appropriations -and- supplemental: schedule: of
_ cash ‘accounits. including investments are the responsibility of management ‘and ‘were derived

from and reiate directly to the underlying accounting and other records used 1o 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 infotmation - directly to the underlying accounting and
-ofher records used to prepare the basic financial statements orto-the basic financial statements
themselves, and other additional procedures in accordance with the- auditing standards
,generally accepted in the United -States of Arfierica. It 6tir opinion, the suppiemental - schedule
of severafice tax appropriations -and supplemental schedule of cash accounts neluding
invéstments-are fairly stated, in all matenal 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
Deécember 12, 2014 on our consideration of NMSA’s intérmal control over financial reportlng and
.on our tests of its compliance with':cértain provisions of laws, reguiations, contracts, and grant
agreements and other matt ‘The. purpose of that report is to' describe the scope of our
testing of internal control ovet financial reporting and comphance and the results of. that testmg,
and riot to prowde an opinion on the internal contro! over financial reporting or
That report is an’integral part of an audit performed in accordance. with Govert
Standardsin conszdermg NMSAS internal control over financial reporting and‘=cemp_|ance

C_IlftonLarsonA_I[en LLP

Albuquerque, New Mexico
December 12, 2014



“NEW MEXECO SPACEP.RTAUTHORITY
MANAGEMENT’S DISCUSSI, \ .ANALYSIS
Year Ended June 30, 2014 -

The New Mexico Spacepo;t Authority's (NIVISA) discussion and analysis is desighed to assjst
the reader in focusing: on significant financial issues, provide an overview of NMSA'’s financial
activity, ldentlfy changes in NMSA’s fihancial posmon and |dent|fy any financial issués or
_concerns. The Management's Discussion and Analysis (MD&A) is desxgned to- focls on the
past year's activities and finangial changes

As management of NMSA we offer readers this narratlve overview-and analysis of the financial
activifies of NMSA for the yearxended June.30, 2014.

Authority Overview:

NMSA was established by the New Mexico Spaceport Development Act in. 2005. NMSA is
charged with developmg and operating the first purpose-built commercial spaceport in the
world. The spaceport, Spaceport Arrierica, is situated on 18,000 acres of state land in a remote
area of southwest New Mexico. It is adjacent to the US Army White Sands Missile Range:
(WSMR). NMSA and WSMR have a long: standing partnership. that allows NMSA fo utilize
" 'some of their restricted air space, a fact that fiakes Spaceport America the: miost viable miand
spaceport' in the United States. At an altitude of 4,600 feet above sea level and with low
humidity and over 300 days of sunshine, it is located ‘ifi an ideal place and climate. The
spaceport has a 12,000 foot runway and several vertical faunch pads enabling both horizontal
and vertical launches. Twenty-one vertical launiches have taken: place from the spaceport as of
November 2014. The spaceport has two tenants, Virgin Galactic and SpaceX, and several
repeat [aunch customers,

The spaceport: business strategy has always focused on diversification of revenug 1sources
The spaceport has multiple business sectors; spacs; tourism and events. Others may‘be
added over time: Currently in the space sector, thére are two tenants: Vlrgm Galactic. and
SpaceX. There are also other space: customers like UP Aerospace that has conducted 13
vertical suborbital lautiches at the spaceport. Discussions are on-going with. several wother
prospective tenants and’ customers

Another busitiess: sector is touresm The spacepeort has been developing-a™Visitor Expsnence”
for spaceport guests to better appreciate and learn about commercial space. Preview tours
have been conductéd oh weekends for the past several years. The Gateway Gallery‘ a 4,000
square foot part of‘the Gateway to Space building, will open to the public in the spring 2015_
The Gallery features many: informative and exciting interactive. dzsplays and’ exhlblts Plans for.
the. off-s:te visitor center.are underway. -

productlons There have been many specral vents_ to date; lncludlng Land Rover Dodge and
Kawasaki. ) e'venue but also provides global marketlng

o’pportunities for the spaceport

Now that most df the phase 1 construction is complete constructlon is much more hmlted The
spaceport. securlty entrance will be completed in February 2015, The Art in Public Places .
sculpture: should be completed. by January 2015. Work is underway 6n the southeri access:
road, a critical road when traveling to the spaceport from the south, linking Interstate 25 it
32 to the spaceport. The BLM is currently reviewing the. Environmental Assessmén and the ,
Dona Ana County Road Engineers are prepartng the Request for Proposals planned forirelease,
inthe sprmg 2015; - o o R
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XICO SPACEPORT AUTHORITY'
MANAGEMEN 'S DISCUSSION AND: ANALYSIS:
Year Ended Jyne 30, 2014 .

On the space operatlons side, SpaceX is preparing for launches in the summer of 2015, They
have invested apprOXJmately $2M in spaceport: infrastructure mprovements in the: vertscal‘
launch area. .

'Vlrgfn Galactic (VG) conducted training fhghts of the camer craft, ‘White Knight 2,-at the
spaceport in September 2014. Spaceport - VG crew conducted product[ve ‘trainirig
exercisés. The operations tempo 'was acceleratmg in: preparation for VG's mové to the
‘spaceport in December when VG suffered a. tragic: rmishap October 31. SpaceShip2 was
destroyed and one pilot perished. VG is continuing o.move forward, A second spaceship,
which had beén under development, is scheduled for campletion in the summer 2015 and then
will undergo flight testing.

Finangial Hith'i'cshté

o livthe fiscal year ended June 30, 2014, total assets of NMSA exceeded total.liabilties by
$106,262,097.

* NMSA purchased $8,519,556 in total capital assets greater than $5,000.

e Of the :$16,709,826 in total currertt assets, 89% was in the form of cash and cash
equwalents : N

¢ The total cost of NMSA programs was $11,639,1 37, ‘whereas the total NMSA general
revenue was $8,744,043. Total program revenue was $5,551, 281

Overview of the:F lnanc:,!el. Statements

This disclssion -and analysis is intended to: serve as an introduction to NMSA's basic finaricial
statements. NMSA's basic financial statenients: .are comprised of four components
1) government-wide: financial statéments; 2) fund findncial statements 3) budget and :actual
comparisons; and 4) notes to. the. fmanmal statements. ~ This réport also. .contains other
supplementary information'in Aaddition fo the basic financial statements themselves.

Government-w:de Financial Statements. The government-WJde financial statements are
designed to:provide readers with:a broad overview of NMSA’s financial-statements, in'a manner

similarfo a private-séctor business,

The stafement: of net pésition presents infermation on all of NMSA's assets and liabilities, with’
the differerice between the two reported as total net position. Over fime, increases or
decreases in net position may serve as a useful indicator of whether the financial position-of
. NMSA is zmprowng or deterloratlng ‘

The statement of activities presents information showing how the. government’s net posmen
changed durmg the'most recent fiscal year. All changes in net position. are reported as soon as
the underiymg event glvmg nse to the change ogeurs, regardless of the timlng of related cash '

resu{t in cash flows in future fiscal pefiods: (6.. ..,eamed but unused vecata,o,n leave).



NEW MEXIGO SPACEPORT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
YearEndedJuneSﬂ 2014

Both of the :.government-wide financial statements distinguish functlons of NMSA that are

prmctpally supported by taxes and intergovernmental reverives (govemment activities) from

other functions that are intended torecaver all or a significant portion of their costs through user

fees and charges (business-type activities). The governmental activitiss of NMSA include.

Spaceport development. As the development of the Spaceport continues toward completion, |
NMSA will evolve into a self-supporting enterprise autharity of the state, relying exclusively on

revenue fromi its busmess sectors like space latinches, leases, tourlsm and other events.

Fund Financial Staternents ‘Afund is a grouping of. related accounts: that is used to maintain.
control over resources:that have been segregated forspecific: activities or objectives. NR A
uses fund. accounting -to. ensure and demonstrate compliance with- finance-related Ieg.__,
requnrements The funds of NMSA can be divided infa:: three categories:. general fund, debt
service, and capital projects funds.

Governmerital Finds - Governmental funds are used fo account for the same functions
reported as governmental activities in the government-wide- financial statements, However,
unlike the government-wide financial statements, governmental fund fitian tatements focus -
oh near-term inflows and outflows of-spendable resourges, as well as on balances:of spendable
resources available at the end of the fiscal year: Such mformatson may be useful in evaluating
a government’s near=term fi nancmg requiremerits: .

NMSA. currently maintains. four governmental funds. Information is presented separately:in the
governiriental fund balance shest and in the governmental fund statement of revenues,
expenditures ahd changes in- fund balances for-the General Fund (SHARE Fund 87100), the
Regional Spaceport District Fund (SHARE Fund 10570).and the Capifai F‘I‘OjeCtS Funds
(SHARE Fund 20510 and ' SHARE Fund 89200).

NMSA adopts an an’r}t’u‘af appropriated budget for its General Fund, The. basic goyernniental
fund financial statements .can be found on pages 14 and 16 of this report. .

Government-wide Financial Analysis
As noted earlier, nét position may serve: over fime: as a- useful indicator of @ dovernment's
financial position. In the case of NMSA, assets exceeded liabilities by $106,262,097 at the

close of the 2014 fiscal year:

At the end of the 2014 flscal year NMSA is able to report posntwe balances in.all categones of
net position. o

-Governmental activities increased NMSA's net p,‘osi;tion, by $2,403,934.

Anet Xp’os,it}ot; restatement decreased NMSA'’s net position by $725,491.



NEW MEXICO SPAGEPORT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS-
Year Ended June 30, 2014. ’

Finéncial Ana;lysis of Governmental Funds

The focus of NMSA's governmental funds is to provide information on near-term . inflows,
outflows and balances of spendable resources: Such tnformatron is useful in assessing
NMSA's financial requirements;

As of the:end of the 2014 fiscal year, NMSA’s governmental funds reperted combined endmg
fund balances of $13,976,340, a decrease of $4,939,427 in comparisor with the prior year. -
The majority of this-amount is derived from bonded debt proceeds and constifutes restricted
fund balance, which will not.revert to the general fund and is available .for spending in the
: followmg fiscal year. The femainder of the fund balance is unassigned.

The general fund is the chief operating fund of NMSA. At the end of the 2014 fiscal year,
unaSS|gned fund balance of the general fund was $1; 559 558.

Dunng the 2014 fiscal year; the fund balance of NMSA‘s general fund mcreased by-$929,104.
Financial Analysis of NMSA as a Whole
- Net Positio‘n

NMSA's condensed net pOSItEOE’I changed from Fiscal Year 2013, increasing from $104.5 miflion
to $106 2 million, which represented a 2% change., The table below illustrates the condensed
statement of net posntlon

.jnet%il-o_f NMSA’s Condenséd Net Position as of June 30, 2014 and 2013

2014 - 2013
Governmental Activities: o
- Assets: .
Current and.other assets . $ 16,709,826 $ 23, 274,805
. Cdpital and non-current assets . g 158,602,620 154,774,726
Total assets: ‘_ ) $ 175,312,446 '$ 178,049,531
Liabilities: .
Current liabilities - " $ 5,793,689 § 7,308,705
Non-current liabilities 63,256,660 86,157,172 '
Total liabilties: 69,050,349 73,465,877
Net position: . .
Net investment in capitdl assets V 82,320,495 85,709,387
- Restricted - capital projects and debt service 12,416,782 18,285,313.
- Unrestricted, subsequent year's expenditure ' 1,524,820 588,954
" Total niet position M 106,262,097  104,583,654.

$ 175,312,446 $ 1—78,02{&531-
: .

Total liabilities and nét position



o NEW MEXICO SPACEPORT AUTHOR!T‘Y
- - MANAGEMENT'S DISCUSSION AND ANALYSIS
Year Ended June 30, 2014

Statement .of Activities

NMSA's change in net:position for fiscal year 2014 was an increase of $1 678,443 (Statement
'of Actiwtles) Approxmateiy 3% of NMSA’S revenue comes from Stete General Fund_

bond proceec{s as'well as busmess actiwty such as s:te tours, specnal events, and iaunches
_ Statement of Activities
As of June 30, ) 2014 2043 -

Governmental Activities:
. General revenues:

State.General Fund appropriations, net . $ 456,200 $ '456;;?00
Gross Receipts Tax 5919,873., 6,258,108
Other revenue 2,334,799 1,074,808 °
Interest reventie 33,171 37,931
Total General Revenues . 8,744,043 7,827,042
Program Revenues: - | D
Transfers - Sevetance Tax Bond proceeds: 5,551,281 9,353,896

Total reventies 14,295,324 17,180,938 °

" Expenses; A -
Spaceport development | 11639137 16,253,749
Loss on asset disposal . | 252,253

Total expenses S - 11,891,360 16,253,749
Increase ini net position 2,403,934 927,189
Net position, beginning of year” ' 104,583,654 93,455,701
Restatement ' . (725/491) __ 10,200,764
Net position, beginning of year restated 103,858,163 __103,656,465

.

Net position, end 6f year

$ 106,262,097 $ 104,583,654

Financial _Analysis of NMSA’s Funds

'Caoltal Assets and Debt Admmlstratlon

'NMSA had $92,320, 495 mvested in capltai assets net of related debt for the year ended
) June:30, 2014,



NEW MEXICO. SPACERORT AUTHORITY.
MANAGEMENT'S DISCUSSION AND ANALYSIS
* Year Ended June 30, 2014

J'
In 2009; the New Mexico Finance Authority (NMFA) lssued bonds on behalf of NMSA in the
. amount .of $55,810,000 with associated bond. issuance costs of $837,150 and a premium of
$2, 194 732. In 201 0, NMFA issued bonds on Behalf of NMSA. iri the amount -of $20,560,000.
These bonds were |ssued to finance Spaceport constriiction. NMSA continues: to pay down the
debt and has $64,540,000 outstanding, and premiums of $1,617, 172

Budgetary Comparlsons

presented as Requlred Supplementary Informatlon (RSI)

The budgetary comparison schedulés should present the original and the frnal appropriated
budgets for the reporting period, as well 48 the actual inflows, outflows and. balances that are
stafed on the budgetary basis. As required by the-Office of the State Audltor in 2 NMAC 2.2,
the Statements ‘of Revenues and Expenditures — Budget-and Actual are also presented.

The budget to actual statements for the. general fund reflect a s:gnlﬂc:ant difference between

budgeted contractual services. _a_nd other_g_expendltures from actual amounts. When the budgetj

Operatlons

2014 Highlightsr:

Spaceport Operations: Center Fit-Out construction complete:

Recertification of FAA spaceport license ; .

4 revenue generating events:

1 vertical launch

‘Southérn access road Environmental Assessment completed and- delivered to the BLM.
-Desrgn of Main Entrance Security Station completed and construction underway-
: Arf: |n Publtc Places sculpture desrgn completed and constructlon underway

_Monthly newsletters sent to the publtc

6'NMSA board meetlngs open-to-the public

4 Speceport America Regional Spaceport District Board Meetings open to the public:

10 presentations at:New Mekico conferences, organrzat[ons -and educational institutions
FAAAnnual EIS Consulting Part[es Meeting
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- This flnancral report is desxgned to provide a general overview of NMSA’S frnances for dll those

with an interest in the government’s flnances ‘Questions concernirig. any of the information

‘provided in this report or requests for additional financial information should be addressed to
~ the Executive Director, New Mexico Spaceport Authonty, 901 E: Unwer51ty, Suite 965L, Las
. Cruces, NM 88001.
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A{_\IEW MEXIC@?=‘SPACEI5QRT AUTHORITY
STATEMENT OF NET POSITION
June 30, 2014

ASSETS _
Cash and cash equivalents
Restricted cash
Investment in State General Fund Investment Pool
Due from other state agencies
Accounts receivable

Total current assets
NON-CURRENT ASSETS.
Capital assets

[ess accumulated depreciation

Net capital assets

TOTAL ASSETS

11

PRIMARY

_ G_QVER_NMENT

Governimental
Activities.

8,320,280
4,986,635
1,636,785
1,759,862

6,264

16,709,826

165,339,207
(6,736,587)

168,602,620

$

175,312,446




LIABILITIES
Accounts payable
Accrued payroll-and other liabilities
Due to other state agencies
Cash overdraft
Other
Bond premium
Compensated absences payable due within one year
Interest payable
Current portion of long-term obligations

Total current liabilities
Long-term obligations
Non-current portion of long-term obligations
Non-current portion of band premium
Total liabilities
NET POSITION
Net investment in capital assets
Restricted - capital projects and debt service

Unrestricted - subsequent years' expenditure

Total net position

TOTAL LIABILITIES AND NET POSITION

PRIMARY’

GOVERNMENT

Governimental -

_ A_c’tiviti‘es

$

539,008
19,425
8,919
126,143
2,039,901
115,512
34,738
124,953

2,785,000

5,793,689

61,755,000
1,501,660

69,050,349

" 92,320,495

12,416,782
1,524,820

106,262,097

175,312,446

The accompanying notes are an integral part-of the financial s‘tater_r:;'entsz
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NEW MEXIGO SPACEPORT AUTHORITY
STATEMENT OF ACTIVITIES
Year Ended .June 30, 2014

PROGRAM EXPENSES
Spaceport development

Total expenses
PROGRAM REVENUE
Severance Tax Bond proceeds

Net program revenue (expense)

GENERAL REVENUES (EXPENSES):
Transfers - State General Fund appropriation
Transfer --other
Interest revenue
Gross Receipts Tax
Loss on asset disposal
Other

Total general revenues
CHANGE IN NET POSITION
NET POSITION, BEGINNING OF YEAR

RESTATEMENT

NET POSITION, BEGINNING OF YEAR RESTATED

NET POSITION, END OF YEAR

PRIMARY
GOVERNMENT

Governmental
Activities

11,639,137

11,639,137

5,551.281

(6,087,856)

458,200
3,700
33,171
5,919,873
(252,253)
2,331,099

8,491,790

2,403,934

104,583,654

(725,491)

103,858,163

106,262,097

The-accompanying notes are an integral part of the financial statements.
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_ NEW MEXICO SPACEPORT AUTHORITY
BALANCE SHEET - GOVERNMENTAL FUNDS

June ;30,2014 -
Major Funds
87100 10570 20510 89200
\ Regional Capital - Capltal ~ Total
Genieral Spacepoit Projects Projects  Governmental
Fund DistrictEund Fund Fimnd Funéls
ASSETS
Investment in State General Eund
Investment Pool $ 1636398 $ - 388 $ - $ 1636785
Other cash - held at Trustee - 8,320,280 = - 8,320,280
Restricted cash - 4,986,635 - - 4,986,636
Accounts receivable 6,264 - - - 8,264
Due froim other state'agéncies U e - - 1,769,862 1,759,862:
TOTAL ASSETS ‘$ 1,842,683 $ 13:306,815 386 % '1..'7-'59;_862 $ 16,709,826
LIABILITIES
Accounts payable. $ 49,860 $ 330,817 - 8 158,421 % 539,098
Accrued payroll . 19,425 - - - 19,425
Due to other state agencies 8,918 - - - 8,919
Cash overdraft - - - 126,143 126,143
Other ‘ 4,901 669,702 - 1,475,298 2:039,901
Total liabilities _ .. °.'83/105 890,518 - 1,759,862 2,733,486
FUND BALANCES: o
Restricted ) - 12,416,396 386 - 12,41§,=282-
Unassigned 1,559,558 - - - 1,559,658
Total fund balances 1,559,558 . 12,416,386 386 - 13,876,340
TOTAL LIABILITIES AND , _ _ ‘
FUND-BALANCES $ 1,642,663 $ 13,306,916 ; 386 $ 1759862 $. 16,708,826

The accompanying notes aré ain integral part of the financial statements,



" NEW MEXICO SPACEPORT AUTHORITY
RECONCILIATION:OF THE BALANCE SHEET - GOVERNMENTAL FUNDS

June 30, 2014

Total Fund Balance - Governmental Funds
(Governmental Fund Balance Sheet) : $ 13,976,340 .

Amounts reported for governmental activities in the Statement of Net Plows‘ition-
are different because: ‘

Capital assets used in governmental activities are not finandial resources and,
therefore, are not reported in the funds. These assets consist of:

The cost of capital assets 165,339,207
Accumulated depreciation (6,736,587)
Total capital assets 158,602,620

Long-term and certain other liabilities, including bonds payable,

-are not due and payable in the current period and, therefore, are

not reported as liahilities in the funds.

Long-term and other liabilities, and asset related to bond issue cost,

at year end consist.of:
Bonds payable (64,540,000)
Bond premium (related to bond issuance), net of $577,561 amortization (1,617,172)
Accrued interest payable related to Bonds (124,953).
Compensated abserices payable (34,738)

Net position of governmental activities (Statement of Net Position) $ 106,262,097

The accompanying notes are an integral part of the financial statements.
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NEW MEXICO SPACEPORT AUTHORITY

-STATEMENT OF REVENUES, EXPENDITURES AND'

CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS

REVENUES
Gross Receipts Tax
Interest on deposits
Rental revenue
Tours-and launch fevenue

Total revenues

EXPENDITURES
Current; .
- Personal services.and Benefits:

Contractual services
Other

Capital Outiay

Debt Servies:
Principal -
Interest and othet charges

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES

OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES(USES)
Transferin - other
Transfers in - State General Fund.
-appropriation.
Bond proceeds- Severance:Tax Bond:

Net other financing sotrces

NET CHANGE'IN EUND BALANCES

FUND BALANCES, BEGINNING OF YEAR

FUND BALANCES, END OF YEAR

Year Ended June 30; 2014
Major Funds
87100 10570 20810 89200
_ Reglonai Capitat Capital Total
General Spaceport Projects Projfgcts Governmental
_Eiind District Fund Fund :Fund Funds.
$ - § 5919873 § - 3 - § 5919873
- 33,171 - - - 33,171
1,055,957 - - - 1,056,957
1,275,142 L - - - 1,275,142,
2,331,099 5053,044 . : 8,264,143
818,560 - - 816,560
227,046 2,907,567 - - 3,134,613
812,522 95,300 - 208,615 1,116,437
5167 3,171,123 - 5,342,666- 8,519,556
- 2,710,000 - - 2,710,000
- 2,937,585 - - 2,937,585
1,861,895 11,821,676 - 5,551,281 19,234,751
469,204 (6,868,531) - (5:551,281) _ (10,950,608)
3,700 - - - 3,700
456,200 - - - 456,200
- - - 5,551,281 5,561,281
459,800 - - 5,551,281 8,011,181
929,104 (5,668,531) - - 4,939.427)
630,454 18,284,927 386 - 18,915,767
$ 1559568 $ 12416396 $ 386 $ - 3 13976.340

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

Net Changes in Fund Balances - Total Governmental Funds
(Statement of Revenues, Expenditures, and Changes in Fund Balances) $ (4,939,427)

Am@unts“re-ported for governmental _acfivities in the Statement of Activities are
different because:

In the Statement of Activities, certain operating expenses - compensated

absences (sick and annual leave) - are-méasured by the amounts earned during

the year. In‘the Governmental Funds, however, experiditures for these items

are measured by the amounts of financial resourees used (essentially, the

am,oun‘ts‘actually paic!). The net décrease in the liabilities for the year was: 6,762

Repayment.of bond principal is an expenditure in the Governmental
Funds,; but it reduces long-term liabilities in the Statement of Net Pgsition.
Issuance of Bonded Debt is an other financing source in the governmental
funds, but increases long-term Iiabi]it_y in the Statement of Net Position.

Principal payments 2,710,000

Amortization 6f bord premiums recorded as a reduction of interest
expense in the Statement of Activities. 115,512



NEW MEXICO SPACEPORT AUTHORITY
RECONCIL!ATION OF THE'STATEMENT OF REVENUES EXPENDITURES

AND CHANGES:IN FUND BALANCES - GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES (CONTINUED)

Year Ended June 30, 2014

Governmerital Funds report capital outlays as expenditures. However, in the
Statement of Activities; the cost of those assets is allocated over théir
estimated useful lives and reported as depreciation expense. In the current
period, these amounts.are;

Capital outlay 8,519,556
Depreciation expense (3,762,145)
Excess of capital outlay over depréciation expense 4,757,411

Governmental Funds report liabilities when they mature. Accrued interest

payable is reported as-an expense in the Statement of Activities and a

liability in the Statement of Net Position. The change i accrued irterest

from prioryear is: 5,929

The Statement of Activities reports the loss on disposal of Capital Assets

while the Governmental Funds report the proceeds (if received). |

The reconciling amount is the difference; (252,253)

Charige in net position of governmental activities
(Statement of Activities) $ 2403034

The accompanying notes are an integral part of the financial statements.
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NEW MEXICO SPACEPORT AUTHORITY

STATEMENT OF REVENUES AND EXPENDITURES - MAJOR GOVERNMENTAL FUND -

‘ BUDGET AND ACTUAL (BUDGETARY BASIS) .
‘YearEnded June 30, 2014

GENERAL FUND - OPERATING FUND {87100)

- Actual ‘Variance From .
Budgeted Amounts Amounts: Final Budget
Original Final (Budgetary Basis) Positive (Negative)
REVENUES - '
State General Fund-appropriation $ 456,200 $ 456,200 $ 456,200 3 .
Other state funds - Co- - -
Other 3,033,500 3,033,500 2,331,099 (1,602,401)
GCther financing saurces 3,700 3,700 3,700 -
Fund Balance rebudgeted . - - - ‘ -
TOTAL REVENUES $ 4393400 $ 4393400 2,790,999 $ (1,602,401)
EXPENDITURES
Current:
Personal services and benefits $ 799,800 $ 827,900 816,560 $ 11,340
Contractual services: 2,252,500 2,224,500 227,046 1,997,454
Cther 1,341,000 1,341,000 _ 818,289 . 522,711,
TOTAL EXPENDITURES $ 4393400 § 4393400 _ 1861895 § 2531505

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES AND

OTHER FINANCING SOURCES 929,104
TIMING DIFFERENCE DUE TO )

ACCOUNTS PAYABLE: -
‘NET'CHANGE IN FUND BALANCE_-{GMP?"BASIS) 5 029,104

The accompanying notes are‘an integral part of the financial statements.
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NEW MEXICO SPACEPORT AUTHORITY
« - NOTES TO FINANCIAL STATEMENTS
Juné 30, 2014

NOTE 1. EEF'[NITION OF REPOIQTING ENTITY

The reporting entity is the New Mexico Spaceport Authority (NMSA). NMSA was established by
the- Laws of 2005, Chapter 128, “New Mexico Spaceport Development Act” (Act) Thie purpose
of NMSA Is.tox

» Encourage and foster deve[opment of the State and 'its cities -and counties by
developing spaceport facilities in New Mexico, and to actively promote and, assist public
and private sector infrastructure devetopment to attract new mdustrres and businesses,
thereby creatmg new opportunities in the State.

e Create the statutory framework that will enable the State to design, finance, construct;
aquip and operate spaceport facilities necessary to ensure the timely, planned. and
efﬂcuent development. of a southwest regional spaceport.

+ Promote educational involvement in spaceport activities-and education, and training of
the workforce to develop the skills needed for spaceport operations.

The NMSA Board of Directors shafl consist of seven voting and fwo nonvoting members, six of
whom shall be appointed by the Governor with the consent of the senate; provided that cne of
the appointed members shall be a resident of Sierfa County. Neo. more than three appointed
members shall belong to the same. political party. The seventh member shall be the secretary’
of Economic Development or the Secretary's designee. The Lieutenant Governor-shall serve.
as a-nonvoting ex-officio member. The Exscutive Director of NMSA ‘shall serve as a nonvoting
meniber. The Chair may appoint a nonvoting advjsory committse to provide advice and
recommendations on NMSA matters. The members appointed by the Governor shall be
residénts of the State and shall serve for terms of four years, except for the initial appointees
who shall 'be appointed so that the. terms are staggered after initial appointment. fhitial
appointees shall serve terms as follows: two members for two years, two members for three
years and two members for four years, The Secretary of Economic Development or the
Secretary's designee shall serve asthe Chatr of NMSA. .

NMSA isa governmental-entity in accordance with Governmental Accountmg Standards Board
(GASB) Statement No. 14.(as amended by GASB 39 and 81). NMSA is a governmental entity
because: it was established by. statute; its relatlonshsp with: other governmental entities; the
governmental make-up of NMSA's .governing board; sources: of: fax revenue; and its ability to

" issue tax-exempt debt.

The financial reporting entity as defined by GASB No. 39 consssts of the primary government,
organizations: for which the primary .government is financially accountable, and other
organizations for which the nature. and significance- of thelr relationship with the primary
government are such that exclusioh would cause the reporting entltys finaricial staternents to-
be misleading or,incomplete. This defitiition of the reporting entity is based ‘primarily -on the:
notion of financial accountability as thie: “cornerstone of all financial reporting in government.”

The: authorrty is part .of the primary government of the State of New Mexico and its financial
data is included with the.financial data in.the State. of New Mexico's Comprehenstve Annual
Finanoial Report These financial statements present financial information that is attributable to
the Aut_h_g;ity and'does not purport to present the financial position of the State:of New Mexico..

!
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NEW MEXICO SPACEPORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2014 .

NOTE 1. DEFINITION OF REPORTING. ENTITY (CONTINUED)
NMSA-'Office of the Executive Director |

The Executtve Director is empowe:'ed to organize NMSA and its divisions and may’ transfer or
merge functions between dlwszons in‘the interest of éfficiency and. econemy,

Regional Spaceport District ,

The Regsonaf Spaceport District of the -State of New Mex:co was created under local
government laws Under the Regional Spaceport District Act, Section 5-16-1 et.seq., NMSA
1978." The Spaceport Authority is not considered to be a. component unit of the-district as
desciibed by GASB 14 (as amended by GASB 39 and 61). The Regional Spacepert District was
created to monitor economic developmernits related to the Spaceport in Dona Ana and Sierfa
counties. During fiscal years: 2009 and 2010, the Spaceport District authorlzed the issuance of
Spaceport Reventie Bonds and NMSA lssued bonds (through the New Mexico Finarice
Authority) in FY 2010 and 2011, which are finanged through gross receipttaxes from Dona Ana
County and Sierra County. The gross receipt tax activity is accounted’ for in. fund 10570;
Regional Spaceport District Fund.

NOTE 2, - SUMMARY QE:;S.IG‘NIFi?eﬁNI ACCOUNTING POLICIES
Use of Estimates in Preparing Financial Statements

The preparatton of financial statements in conformlty with accounting principles “generally
accepted in the United States of America requires management to make estimates and
assumptions’ that affect the reparted amounts of assets and liabilities and disclosuré 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 chief executive .of NMSA isthe Exeeutive Director; who is appointed by the Spaceport

. Authority Board of Directors. NMSA, by statute, is administratively attached to a. component

unit of the executive branch, New Mexico Economic Development Department, and these

financial statements include all funds and activities -over which the NMSA Executive Director
has oversight responsibility. Even though NMSA appoinits the Executive Director, that person
has decision-making authority, the power to designate .management; the responsibility to
s:gmftcanﬂy influence operations and primary accountability for fiscal matters

NMSA. is a "department” of the State of New Mexico and will be included in the: statewide

.Comprshensive Annual Financial Report.. In accordance with-the criteria sef forth in GASBS 14
and 39 for determining component units, NMSA does not have any .component units.
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- NEW MEXICO SPAG ’ORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Gavernment-wide and Fund Financial Statéments _
The basic financial statemenis ificlude both goverrnment-wide. (based:on NVISA as a wﬁiolej and
fund financial statemerits. The new repditing model focus is on either NMSA. as-a. whole, or

major individual funds. (w;thln the fund financial statements). In the government-wide Statement 1‘5_' .

of Net Position, the.governmental actlvmes are reflected on a full acerual, economic résources:
basis; which incorporates long-term assets and receivables as well as long-term-‘debt and

obligations.

Both the government:wide and fund financial statements (within the basic financial
statements) categorize. primary activities as either governmental or business type. NMSA
has enly governmental types -of activities. The government-wide fihancial statements (f.e;; the
statement of net position and the statement of activities) report information on all of the ion-
fiduciary-activities of the primary government and its: component units, if any. For-the most:part,
the effect of interfund activity: has been removed from these statements Goverfimental 3
activities, which normally are supported by taxes -and intergovernmental revenuss, are, reported
'separateiy from business-type activities; which' rely toa significant extent on fees and charges
for. support, Likewise, the primary govemment Is reported separately from :certain legally
separate component units for-which the pnmary government is financially accountable.

The government-wide Statement of Activities refiects both the: gross and net costs that are
being supported by general government reyenues. The Statement of Activities reduces. gross
expenses (including -depreciation) by related program revénues, operating and capital grants.
The program revenues must be directly -associated with a functlon The primary function of
NMSA is to.develop and operate spaceport facilities in New Mexico.

Non-exchange transactlons in which NMSA gives (or receives) value w;thout directly receiving
(or giving) equal value in exchange, 'include severance tax bohd proceeds, grants: arid.
appropriations. Onan accrual basis, revenue from severance tax bond proceeds is recognized’
when the underlying transaction "has occurred. Grants and similar items dre recognized as
revenues as-soon as all eligibility requirements zmposed by the provider have been met.

" The. net cost (by functlon) is normally covered by general revenues, (taxes; lntergovernmental
revenues, interest income; incidental sales, etc.), Hlstoncally, the: prevuous model did not
summarize-or present net cost. by function or activity. NMSA: does not currently employ indirect
cost aI!ecatlon systems,

This govemment«wnde focus is:more oft: the sustainability of NMSA as an entlty and the change
in aggregate fmanmal position resulting from the activities of the: fiscal period,

22



NEW MEXICO SPAGEPORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
Jurie 30, 2014

NQTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEDY).

The fund financial statements are SImllar to the financial statements presented in the previous
1accountmg model. Emphasis here is on the major funds in either the - governmenta! or
business-type categories. Non-major funds (by category) or fund type are summarized info a
single:column. NMSA considers all funds to be significant-and, therefore, they are all reflected.
as major funds in the Balance Sheet and the Statement of Revenues, Expendltures and
Changes in Fund Balances. .

The governmental fund statements are presented on a current financial resource and modified
accrual basis of accounting. This presentation is deemed appropriate to'(a) demoristrate legal
compliance, (b) demonstrate the source and use, of liquid resources; and (c) demonstrate how
NMSA's actual experience conforms to-thé 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’ governrental column, reconciliation is. presented on the page
following each’ statement, ‘which briefly explains the adjustment necessary to transform the
fund-based financial statements lnto thie. governmental” column -on the government-wide

presentation.

The Government-wide financial statements &re prépared: Using the economic resources
measurement focus and the accrual basis of accolinting; The: fund financial statemenis
should be presented using the current financial resources measurement focus and the
‘modified accrual basis of accounting.

the benet" t of a thlrd ‘party and’ cannot be used to address actlwtles or obllgat[ons of the
government. These funds would not be incorporated into the government—w:de staterments.

There was no- short-term debt activity in.FY 2014.
' Basis of Presentation — Fund Accounting

The financial transactions. of NMSA are maintained on the basis of funds, each of which is
considered a separate accounting entity. The operatlons 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 accotinted for,, in individual funds’ based upon the: purpase. for
‘which' they are to- be spent and the means by which spe dinig’ 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 statefents. GASB No. 34 sefs
forth, minimum criteria for the determination of major funds based on a percentage of the
assets, liabilities, revenues or expendltureslexpenses of either fund category or governmental
and enterprise comblned
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NEW MEXICO SPAGEPORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
h June 30,2014

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLIGIES (CONTINUED)

NMSA uses the following funds:
General Fund, The General Fund (Statewnde Human Resource,” Accounting and:
_Menagement Reporting System (SHARE) Fund 87100) is the general ‘operating fund of
NMSA and is' used to account for all financial resources. The General Fund is funded:
through earned revenue from 'sales, rentals, launches, and incidental -amounts from the

State of New Mexico. General Fund.

. Reglona[ Spaceport Dlstrrct Fund. The Regional Spaceport District: Flind. (SHARE Fund
10570) was-established in 2009 ‘when Dona Ana and Sierra Counties. passed a gross
receipts- tax. The Regional Spaceport District Fund includes bonds issued: by the New
Mexico Finance Authority on behalf-of NMSA and. services the debt from rece|pt of gross
receipts tax revenue. Th;s is a major debt service fund.

Spaceport Capital Pro;ects Fund The Severance Tax Bonds Capital PrOJects Fund

(SHARE Fund 20510) was. established at the end of FY 2011 to track capital projéects
funded by Severance Tax Bonds. Th[s is a major capital projects fund.

Spaceport; Capital Projects Fund. The Severance Tax Bonds Capital Projects Fund
(SHARE Fund 89200) was established at the begmnmg of'FY' 2012 to track: capltal projects ‘
funded by Severance Tax Bonds This is @ major capital projects fund

Basis of Accounting a

Basis of .accounting refers to the point; at which revenues or expenditure/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 apphed

The Governfnent-wide Fmanmal Statements are presented on:the :accrual basis of accountmg
The -Governmental Funds in the Fund Financial Statements are presented on the modified

accrual basis.

In applying the “susceptible to acerual’ ooncept to mtergovernmentai revenues pursuant to
Governmental Accounting Standards Board Statement No. 33 (GASB 33), Accountmg and
Financial Reporting for'Nonexchange Transactions, the provider should recognize liabilities and
expenses ahd the recipient shotild recognize receivables and revenues when the applicable
eligibility requirements, including time: requirements, are met. Resources transmitted before the
eligibility requirements are met, undér most circumstances; should be reported as advances by

the provider and deferred revenue by the: recipient. )

- Acerual .

Revenues are recognized when earned and expenses are recognized when incurred..
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NEW MEXICO SPACEPORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

'NOTE2. SUMMARY OF SIGNIFICANT AGCOUNTING POLICGIES (CONTINUED)

'(-)I

Modified Aeeregl'-

All governmental funcls are acecounted for using the modified accrual basis of acceunting.
Under the modified acerual basis of accounting, revenues are reécorded when susceptible to
accrual (l.e., both measurable and available). “Available” means collectible within the ciifrent
period or sobn- enough thereafter to be used to pay liabilities of the- current period: NMSA
considers funds available if received within “60 days” after year end. Expenditurés: 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 recognizéd 'when due. )

Budgets and. Budgetary Acgcounting

P.er'th'e'_.;G priation-Act, Laws of 2006, Chapter 109, Sect:on 3 Subsections O .and-
N, the b is- modified accrual. However there is a statutory exceptlon The:
budgst is: adopted on He modified ‘accrual basis of actotinting except fot accourits 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 accolints payable that do not get paid timely must be pald out of
the next year's budget.

Each year the Legislature approves multlple year appropriations, which the State considers as
continuing appropriations. The Legislature authorizes these appropriations for two to five years;
however, it does not ldentrfy the authorized amount by fiscal year. Consequently, the -
appropriation is budgeted in its entlrety the first: year the Legislature authorizes it. The -
unexpended portion -of the budget is caried forward as the: next year's beginning budget
balance, until eltherthe: prOJect period has expired orthe appropriation has been fully expended.
The budget presentatlons in these financial statements. are consistent with this budgetmg

methodology

NMSA follows these procedures in establishing' the budgetary data refledted i the. financial
statements:

o No laterthan September 1 NMSA submtts to the Legislative Finance Committee: (LFC),
and the Budget Division of the Department of Finance -and Administration (DFA), an
appropriation request for the: fiscal year commericing the following July 1. The
-appropriation request includes proposed expenditures and the means of financing t then.

o Budgét hearings are scheduled before the New Mexico House Appropnattons and'
Senate Finance Committees. The final outcome of those hearings is incorporated into:
the State's General Approptiation Act.

o The Actiis signed into:Law by-the’Governor of the State -of New Mexico within the legally
prescr;bed time limit, :at which time the approved budget becomes ‘a legally’ binding
document.- X
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' NEW MEXICO SPACEPORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

~NOTE. 2. asu MMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

o Not: later than May 1, NMSA submits to DFA an annual operating budget by

_ appropriation unit. and object code based upaen. ‘the. appropriation made by the
Legislature. The DFA-Budget Division reviews and.:approves the. operatmg budget,
which becomes effective on July 1.

o Formal budgetary integration is employed as a management control de\nce durlng the
fiscal year for the: GeneraE and Special Revenue funds.

Cash and Gash Equivalents - investment in State General Fund Investment Pool

NMSA has defined cash and cash: equivalents to include investments with the State Treasurer
in the State General Fund Investment Pool and other State Agency Accounts that-are deposited
with Bank of America. All cash is movitored by the State Treasurér, -See Notes 3 and 4 for
additional cash disclostire.

Capital Assets

Property, plant and equipment purchased or acquired is carried at historical cost of 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 cost incurred for repairs and maintenance are expensed
as incuried. The State’s capitalization pollcy (Le., the dollar value, above which, asset
acquisitions:are added to the:capital:accounts) is $5, 000 However, all capital outlay purchases:
may not necessarily be: capitalized.

Bepreciation on all assets is provided on the straight-line basis over the estimated useful lives.
with no salvage value. .

Bunldlngs 40 years
Eduipment-and furniture 510 10 years
Vehicles - “10-years
Improvéments, otherthan building 20 - 50 years

NMSA hiad no internal software developmentin the current year,
Due To/From Other Funds .

“Internal balanices due to/from in the governmental funds are netted as part of the reconciliation
to the government-wide -colymnar presentation, as such eliminating interhal activity in. the
Statement of Activities. There were no internal balances.

Non-Reverting Funds =

All funds which ‘are ‘sither approprlated to or earned by NMSA and, by law or'statute, are not
_requiired t6.be reverted to the State Treasufy: upori complstion: of a fiscal period or project are .-
non-reverting funds. NMSA-currently classifies the following revenues and sources as non-

revertlng ¥
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NEW MEXICO SPACEPORT AUTHORITY
NOTES TQ&F‘[NANZG!‘AL‘ S-TATEMENTS-
June 30,2014

NOTE 2. SUMMARY OF S!GNIFECANT ACCOUNTING POLICIES (CONTINUED)

General Fund (Fund 87100) - The sourcé of these funds includes, but is not limited to,
general fund appropriations, severance tax bond proceeds Spaceport Development Act
[Section 58-31=17 NMSA 1978], interest earned upon any money in the Fund..

Recuonal Spacepotrt District Fuhd (Fund {10570)— The source of these furids include-gross
receipts tax bond proceeds (debt) and gross receipts tax used to service borids issued by
NMFA on behalf of NMSA in July 2009, In 2010, the fund also included capital project
expenditures financed through bond proceeds -

-Fuhd Balances

In the governmental fund finangial statéments, fund batances are C¢classified as
nonspendable, restricted-or unrestrictec f(commltted assigned or unassngned) Restricted
represents those portions-of fund balance where constraints placed on the resources aré.
gither . extemal!y Imposed or [mposed by law through constitutional provisions -or-enabling

: Ieglslatlon Committed flind balance represents amounts:that can only be. used for spectflC'
purposes pursuant to constraints imposed by formal action of the Legislative and Executive
branches of the State. Assigned fund balance is constramed by the Legislature’s and
Executive Branch's intent to be used for specific purposes or; in some: cases, by’ ieglsiatlon
See Note: 15 for additional information about fund balances. "

When an expendlturelexpense is incurred for purposes for which both restricted and
unrestricted resources are available, it is'the State’s policy to use restricted resources first;
When expenditures/expenses are incurred for purposes for which unrestricted (committed,
assigned .and unassigned) resources are available, and amounis.ih any of these
unrestricted classifications could be used. it is. the: States policy to spend committed
resources first then assigned and fma[ly unassigned.

Revenues; Expenditures and Expenses

The government-wide and fiduciary: fund. financial statements are reported using the
economic resources measurement focus. The government-wide financial statements are
reported Using the accrual basis of accounting. Revenues are recorded when earmed and -
expenses are: recorded: at the time liabilities: are incurred, regardless .of when the related:

cash flows take place.
- Pr,emidms and Discounts of Bonds are amortized .over the lifé of the Borid.

Expenditures are ire,cog';hEZeo_ when the related 'fun'd'_'fia'b'if:ifﬁty is incurred, except forthe following
permitted by accouhting principles generally-accepted in:the United States of America:

Prepald items and 1nventory costs are: reported in the period when inventory items: are
consumed, rather: than in the penod purchased,

- When an e'xpenSe is incurred that meets the requirements of both restricted -and -
unrestricted resources, NMSA will first apply it to available.restricted net position.

b}
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‘NOTE 2, SUMMARY’QF SIGNIFICANT ACCOU_NTING POLICIES {CONTINUED)
Program Revenues

Program revenues are revenues that (1) originate from the program or from parties. other than

- the government s_taxpayers or citizens as a whole, and (2).reduce the expenses of the function

nanced by general revenues. Revenues: of this type. can originate “froin a

‘-governmenta[ source, but the proceeds are a charge for services or products produced by a
government agency, where that agency is considered a vendor within the market:plage. -
Additionally, program revenues are fees charged by the government agency that are used to
support a specific operation of that governmental unit.

Use of Restricted Resources:

When an expendlturelexpense is incurred for purposes: for which both restricted- and
unrestricted resources are available, it is: NMSA’s policy to use restricted resources first. When
expenditures/expenses are mcurred for purposes for which unrestricted (committed, assigned
and unassigned) resources are available, and amounts in any of theése unrestricted
classifications could be used it is NMS8A's policy to spend committed resources first.

~ Deferred Outflows/Inflows of Resources

in addition to assets, the statement of financial position will sometimes report a separate
sectioh 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. "NMSA did net have any items that qualified for reporting in this category as of June 30,

2014,

In addition to liabilities, the: statement of financial positioh: will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows .of resources, represents an acqu&snt[on of net position that-applies.to a-future period and
so will not be recognized as an inflow of resources (revenue) until that time. NMSA did not
have any items that were required to be reported in this category as of June 30, 2014.

Net. Position

In June: 2011 GASB lssued GASB Staterment No. 63, Financial Reporting of Deferred Outflows
of Resources Deferred Inflows of Resources and Nef Position (GASB 63), effective for NISA's:
fiscal year beginning July 1, 2012. GASB. 63 modifies the présentation of deferred inflows and
deferred outflows in the flnanmal statements; it. aiso limits the use of the- term “deferred.”
Implementation of GASB:63 had no effect on NMSA's riet p03|t|on or changes in net posmorl for,
‘the fiscal year ended.June 30 2014 .

Thergovernment-WIde =statements utilize-a.net position presentation c‘a’tegérézed as follows:

Net Investment in capital assets - This category reflects. the portion of net position that are
associated with capital assets less outstanding capital asset related debt.
|
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NOTE2. SUMMARY OF SIGNIFIGANT ACCOUNTING POLICIES (CONTINUED)

Restricted net pcsmon -For the government-wide statement of net position, net position is
reported as restricted when constraints. placed on net position used are- lmpcsed by law
threugh constitutional prowsmns or-enabling legxs!atlon

Unrestrlcted net position - Thls ¢éategory reflects net position of NMSA not restricted for-any: ‘
) project-or other purpose;

NOTE 3. STATE GENERAL FUND INVESTMENT POOL

For cash manageiment and mvestment 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 Ini the Pool.

In June 2012, an independent diagrostic re‘po‘.rt 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 2008;

This report, entitled “Current State Diagnostic of Cash Control,” also described a difference.
between Pool bank balances and the corresponding general ledger balances ahd indicated that
the effect.of reconciling items were unknown. The. report, dated June 20, 2012, is available on
the Wwebsite of the New Mexico Department. of Finance & Administration at:
hitp:/iwww:inmdfa.state.nm:. us!Cash Control, aspx : 3

By state -stjatute.~;_ the New Mexico Department of Finance: and Administration (DFA) is
responsible for the perfothiance of monthly recoriciliations ‘with the: balances and accounts kept:
bythe State Treasurer, Therefore, under.the difection of the State Controller/ Firiancial Contro
Division Director, the Financial Conitrol Division (FCD) of DFA 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 Informationy Technology, arid & contracted-third party with expertsse in the Enterprise:System

Software used by the State.

The Remediation Project objective was.fo design and implement changes necessary fo ensure
cngomg 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 Remiediation
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 reconc:llatlcn of bank tc book balances at the State and Bus:ness
Additional changes recommended by the PrOJect ccntlnue to be cascaded through DFA and_
state agencies to support the Business Unit by Fund accountmg requlrements

A plan to address hlstcncat reconcmng ttems is being assessed and a separate |n|t|at|ve will

unhke[y‘= that th[s separate lnltlatlve wil be successful in allocattng any ‘of the hlstorlcat
reconciling items to the State entities invested in the Pool. As a resuit; any remaining
differences will E)e reported in the State Gerieral Fund.- ’ '
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NOTE 3. S"TATE GENERAL FUND INVESTMENT POOL (CONTINUED)‘

Amounts heid by NMSA are verified threugh periodic SHARE queries and reconciliations by

fund

" NOTE 4. . CASH (INVESTMENT IN STATE GENERAL FUND INVESTMENT POOL)

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

SHARE ’ ' : * Fair Value
Fund Fund Investment (Cash) " June 30, 2014
General Fund . 871000 NM STO General Fund Investment Pool $ 1,636,399
Regional Spaceport Held at Trustes — New Mexico -

District Fund: 10570 Finance Authority $ 8,320,280
Regional Spaceport » -
District Fund : 10570  Restricted Cash $ 4,986,635
Capital Projects Fund 20510 NMSTO General Fund Investment Pool  $ 386
Capital Projects Fund 89200 NM STO General Fund Investment Pool $ (128, 143)

The Capital F’rOJeCtS Fund cash everdraft of $126,143 was recorded a$ a liability by NMSA.

I_n order to mitigate the risk that NMSA’s cash balances would be misstated, NMSA verifies the
amounts through periodic SHARE queries and reconciliations by fund.

-

Interest Rate Risk

The New Mexico State Treasurers Office has an investment pol;cy that limits investment
maturities to five years or less on allowabie 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 S.tat’é::‘T'reas_drer‘s Office Poot is:not rated.

For additignal GASB 40 disclosure information related to the above investment pool, the feader
should refer to the: separate audit report for the State Treasurers Office for the fi scal year

ended June 30, 2014, »

NOTE 5. COMPENSATED ABSENCES -

Qualified employees are entitled to-accumulate annual leave-as follows: A maximur of 240
hours of such accumulated annual leave may be: carried forward into the beginning of the
. . ! }L_'
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NOTE 5. COMPENSATED ABSENCES (CONTINUED)

! calendar year and any excess is lost, When empfoyees terminate; they are compensated for
accumulated unpaid annual leave as of the date of termination, up- tora maximum-of 240 hours

penod

Employees who have accumulated 800 hours of unused sick leave are entltied to be paid for
additional unused sick leave at-a rate equal to 50 percent of their hourly rate of pay for up to
120 hours of sick leave. Payment for unused sick leave may be made only orice per fiscal year -
on either the payday immediately follow:ng the-fitst full pay period i in January.or the firstfull pay
_ period in duly. Immediately prior to retirement from the service, employees who- have
~ accumulated 600 holirs of unused sick leavé are entitled to be paid for additional unused sick
leave at.a rate equal- te 50 percent of their hourly. rate for up to 400 hours-of sick leave.

All sick leave ba[ances from 600 to 1,000 hours have been recorded at 50 percent of the
employees current hourly rate, including those amounts paid in July of the subsequent fiscal
year, because no expendable fmanmal resources are available as of the balance sheet date to
liquidate the liability. The current. portion .of compensated absences payable expected to be.

pald within one year is $34, 738

Th.e,.f.changes in compensated absences for government type activities are as follows:
}

Amounts
. Bue.
Balance , Balance  Within
_June 30, 2013 Increase (Decrease) _June 30, 2014 " One Year
$ 41500 $ 39,460 - (46,222) $ 34,738 3 34,738

The General Fund will be used to.liquidate forig-term liabilities.

.

NOTE 6. CAPITAL ASSETS

House. Bill 1074 was enacted, which amended part of the Audit Act (12-6-10 NMSA 1978) to
require agencies to capntallze only. acqu:smons whose cost is over $5,000.

A summary-of chang,e.s in capital ass,ets follows:
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NOTE 6. CAPITAL ASSETS (CONTINUED)

" Delstions,
Adjusted. Including
Balance . Balance . cip Inventory Balance
June30, 2013 Reclassifisations _June 30, 2014 Additions reclass . Exempt . June30, 2014
Depreclable sssets:
Biilldfings $.-54714320 3 4582681 § 59.277.010 ¥ 3471315 5 427991 5 - §a3aTene
Improveiments dther than bulldings 74,964,258 (4,713,819) 70,250,448 1,880,329 11,070,417 .- 83 301,195
Vehicles 1,284,737 - 1,234,737 433727 - - 1,673,464
Equipment and furnllure 9,817,545, (800;473) 9,017,072 758,674 - - 9,775,746
Nondepreciable assel! - )
Canstiliciionin. process 16,341,025 851,611 17,282,636 1,970,511 _(11,488.408) (252.263) . 75124688
Tolal capital assels 157,074,904 - 157,071,904 __ B.519,556 - (252;253). 165339,207
" Accumilated deprediation:; 4
' {1,009,243) - (1,099,243} (1.514,654) = - {2.613,807)
{1,804,105) - (1,804,105).  (1:904,153) - . {3,708,258)
) (34,698) - (34;886). {i52,722) - - {167:418)
Equipmient and furnitite . {36,398) - {36,398) {180;6'6) : - (227014
Tofal accumutated depreciation: —{2:674,449) - (2,974,442) _ (3,763,445} | - - {6,736,567)
.7

Net capilal assets 154,097,462 '§. - 5 154,087462 $ 4757411 § - 3 {252,253y $158,602620

Depreciation expense for the fiscal ysar was $3,762,145 and was charged to Spaceport
Development.

NOTE7. PENSION PLAN - PUBLIC EMPLOYEES RETIREMENT ASSOCIATION
Plan ljeécrip.fion )

Substantially all of NMSA'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 rétirement plan. The plan provides for
retiremerit: benefits, disability benefits, survivor benefits and cost-of-living adjustments to plan..
members. ard- beneficiaries. PERA issues-a separate, publicly availabie financial report that
includes financial statsments and required supplementary information for-the plan. That: report
may be obtained by: writing to PERA, P.O. Box 2123, Santa Fe, NM 87504-2123. The report is.
also available on PERA’s website at www; pera.state.nm.us.

Funding Policy ‘

Plan members are requwed for contrlbute 8.92% of their gress: salary NMSA: is reqwred to
contrlbute 15 09% of the gross. covered sala '5 The contnbutlon reqwrements of plan, mem!a‘ s

requ:rements may be amended by acts of the Ieg;s!ature NMSA’s contrfbunons to PERA for
the fiscal years ending June 30, 2014, 2013 and 2012 were $90,945, $63,379 and- $55,618,
respectlvely, which equal the amount of the required. contributions for each fiscal year.

}
.32,



NEW: MEXICO SPACEPORT AUTHORITY
NOT&S TO.FINANCIAL STATEMENTS -
- June:30,2014

NOTE'S. POST-EMPLOYMENT BENEFITS ~ STATE RETIREE HEALTH CARE'PLAN
Plan Description

NMSA contributes to the New Mexico Refiree Health ‘Care Fund, a cost-sharing multiple-
employer defined benefit postémployment healthcare. pla) mlnlstered by the New Mexico
Retiree Heaith Gare Authority (RHCA). The RHCA pr . health care insurancé:and
prescrlption drug benefits to retired employees of partic pa g New Mexico government
agencies, their spouses, dependents, and surviving spouses &rid dependents. The RHCA
Board was established by the Retiree Health Care Act (Chaptér 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 veluntary” benefits hke dental, vision,
supplemetital life insurance, and iong-tet:m care policies.

Eligible retirees arg: 1) retirees who-make contnbutlons to the fund for at least five years prior to
retirement and whose eilglble employer durmg that period of time made. contributions as a-
participant. in the RHCA plan on the person’s behalf unless that person retires before the
employer's RHCA effective date, in which the event'thé time. period reguired for employee arid
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 pI’IOI‘ to: July 1, 1990; 3)
ormer Ie\glsiators who served at least two years; and 4) former governihg authority’ members |
o:-served-at least four years.

The RHCA -issués a publicly available: stand-alone financial report that includes fiharicial
" statements and required supplementa[y information for the pestemployment heaithcare plan.
That report and further information can be obtained by writihg -to ‘the Retireé 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 contributiotis that retirees:‘are required to pay for hea[thcare

benefits. Each participating retiree pays a-monthly premiuim daccording to a service based -
subsidy rate schedule for the medical pius basic life: plan plus an additional parhc]patlon fee of.
five-dollars if the' eligible partlcmant retired prior to the employer’s RHCA efféctive date or is a
former: legislator or former governing: authority member. Former legislators -and -governing
authority members are required to pay 100% of the insurarce prem[um 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, emp!oyee and retiree contributions-are required to be remitted to the: RHCA ona

monthly basis. The statutory requnrements forthe employer and employee contributions ¢an be-.
changed by the New Mexico State Leglslature Employers that choose to become par’ucrpatmg

employers after January 1, 1998, are requited fo make contributions ‘to the RHCA fund inthe
amotint: determlned to be appropriate by the board.
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NOTE 8. POST—EMPLOYMENT BENEFITS — STATE RETIREE HEALTH CARE PLAN
(CONTEI\EUED)

The. Reétiree Hea!th Care Act (Sectlon 10-7C- 15 NMSA 1978) is the statutory authority that-
establishés thé req""red contnbut:ons of participating -employers- and their employees, For
employees that of an enhanced retirement plan {state police and adult
correctional, officer ge plan 1; municipal police member coverage plans 3, 4 or
5; municipal fire membeér. coy ‘plan 3,4 or 5; municipal detention officer member coverage

pian -1; and members pursuant to the Judicial_ Retarement Act) durlng the fiscal year énded
June 30, 2013, the statute required each partICIpatmg employer to contribute 2.5% of each
partlmpatmg employee’s annual salary; and each participating employee was required to
contribute 1.25% of their salary. For eniployees that were not members of an enhanced -
retirement plan during the fiscal year ended June 30, 2013, the statute required each
partlmpatmg employer to contribute 2.0% of each parhc;patmg employee's annual salary; each
participating. employee was required to contribute 1.0% of their salary. In addition, plrsuant to
Section 10-7C- -15(G) NMSA 1978, at the first session 6f the Legislature following July 1, 2013,
the Legislature shall réview: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.

NNISA's contributions to. ‘the RHCA for the years' ended June 30, 2014, 2013 and 2012 were
$10,979, $8,406 and $7,583, respectively, which egual the reqwred contnbuttons for each year.

NOTE 9. CONTINGENT LIABILITIES (GLAIMS AND JUDGMENTS) ,

NMSA as a State Agency defined in the New Me)uco Tort Claims Act; is insured through thie
Risk Management Division. of the General Services Department of the State of New Mexico.
The Office of RISK Management DIVISIon pays annual premiums for coverage provided in the
following areas! .

o Liability and cml rights protection for claims made by others against the State of New

Mexico;
o Coverage to protect the State of New Mexico's: property and assets; and’
o. Fringe-benefit coverage for State of New MeX|ce -employees.

. Inthe'case of civil actions or claims: against NMSA for financial damages, NMSA’s certificate of
insurance with Risk Management does not cover claims for back wages but does cover civil
nghts claims for other compensatory damages.

As of the finaricial -statement date’ NMSA had one- asserted claim' in ‘process. It is. considered
unllkety that NMSA wnll owe anything related to consequential damages.or aftorneys fees..

NMSA is subject to legal proceedmgs claims, and liabilities, which arise in the ordinary course
of its business. In the opinion on' NMSA’s management ‘and.in-House legal counsel, the Ultimate
resolution ‘of the above matters will not have a material adverse. affect on the flnancla] position:
or results of operations of NMSA,
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NOTE 10. 'TRANSFERS

Dunng the fiscal year, NMSA recelved funds that were recorded as "Other Financing Sources”
. In the financial records. These amounts include $456,200 appropriated-to Department of
Finance and Administration (DFA) for distribution to NMSA for the .State General Fund
appropriation and $5,551,281 in Severance Tax Relmbursements from DFA - State Board of

Finanece.

_ SHARE ' A
Fund Type _Agency/Fund Transfers In__ Transfers Out
(1) General Fund 87100 -54100-62000 $ 456,200 $ -
(2) General Fund 87100 | 34100-62000 3,700 :
(4) Capital Projects Fund 89200 34100-89200 5,551,281 -
Tofal $ 6,011,181 & -

NOTE 11. RESTATEMENT

GASB. Statement No. 65, ltems Previously Reported as Assefs and Liabilifles, was issued in
June 2011 and effective for periods beginning after December 15, 2012, This statement
redef' ines certain transactions that were previously: reported ‘as Assets and L[abmt[es and".
requires that they. now be reported. in new financial statément components as Deferred
Outflows -and Deferred Inflows. In some cases, items prewously capitalized and amortized,
such as debt issuance costs, ‘are now expensed when incurred.. In these insfances, a prior
period adjustment has been recorded as necessary. This‘guidance also requires that the use
of the térm “Deferred” be restricted to instances referring to Deferred Outflows and Deferred-
Inflows; which affects how we refer to items. previously reported as deferred revenue. NMSA
|mplemented GASB. 65 during the current fiscal year. As a result, the remaining unamortized
debt issuance costs in the amount of $725,491, which-were previously recognized as assets in
the Statement of Net Position, were reroved through @ restatement of- beglnnlng Net Position:

Ne.t position, b\egln‘nmg:of year $ 104,583,654

Restatement - per new-accounting proneuncement
GASB 65, bond issuance costs are written off

rather. than amortized {725,491)

Net position, beginning of year, restated .858
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NOTE 12. DUE TO/FROM OTHER STATE AGENCIES

NMSA . ¢ ‘ Agency Agency
Fund Purpose K Name Fund DueFrom @ DueTo .
87100  Insurarice GSD 36503 § - % 558
87100 - Insurance : GSD 36503 - 266
87100  Sublease payrments - 8LO 77700 - 920
87100 -Sublease payments: SLO 77700- - 7,175
89200 Severance tax draws: DFA 65300 1,759,862 -
Total $ 1,759,862 $ 8,919

NOTE 13. DUE TO/FROM OTHER FUNDS

Amounts in this category represents receivables arising from expenditures paid by one fund on
behalf of the other fund. There were no interfund receivables or payables at year end.

NOTE 14. LONG-TERM DEBT

. In June 2009, the New Mexico: Finance Authority issued series 2009 Series C P(blic.Projects
Revolving Fund Revenue Bonds on behalf of NMSA. These bonds weresissued to provide
funding for New Mexico Spaceport Authority payments associated with the construction of the
Spaceport America site. The 2009 Series C was issued with a par value of $55,810,000 with
assogciated bond issuance costs of $837, 150

In December 2010, the New Mexico: Finance Authority issued series 2010 Publi¢: Projects
Revolving Fund Revenue Bonds. on behalf of NMSA. The bonds weére issued to provide
additional funding for New Mexico Spaceport Authorlty payments associated with the
construction of the Spaceport America site. The 2010 series was issued with a par value: of
$20,560,000 with-associated bond isstiance costs of $75,000.

The premium and fssuance costs will be amortized using the: stralgh't-tme method over the life of
the. bend. NMSA's share of governmental gross recelpts tax is pledged to repay these bonds.
It is not expected that the bond proceeds will be used in‘a manner that would cause the bonds
to be “arbitrage bonds” under section 148 of the Internal Revenue Code of 1986. Interestrates
on the.2009 Series C honds vary from 2.50% to 5:25% and from 0.47% to 4.08% ‘on the 2010
‘Series. The reserve account shall be built up to $4,986,635 from the excess of p!edged tax
revenue over Surrent year payments,. The reserve account will be maintained in the. debt

service fund

lnterest expense for the -current fiscal year-was-$2, 937,585. The current portion: of Iong-term
debt is $2,785,000.
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NOTE 14. LONG-TERM DEBT (CONTINUED).

The changes in long-term balances for fiscal year 2014 are és, follows:

Total

Amounts -
. - DPue
Balance Balance Within
June 30, 2013 _ Increase (Decrease) June 30, 2014 One Year
2009 Series C. $47,895,000 $ - $ (2,100,000) $ 45,795,000 $ 2!1"6'5,_000
lssuance premium 1,732,684, - (115,512) . 1,617,172 -
2_0095 Series C :

Total $49,627,684 % - $ (2,215512) $47,412,172 $ 2,165,000
2010 Series $ 19,355,000 $ - 3 (6'10‘,0(}':20)'; $ '1_'8,24"5.0‘0.0’ $ 620,000
Maturities of the bond issuances for the next five years and thereafter as of June 30; 2014 are as
follows:

y " Balance Balance
Principal Interest - Total
2009 Séries C:

2015. $ 2,165,000 $ 2,207,836 $ 4,372,836

2016 2,275,000 2,099,586 4,374,586

2017 2,380,000 1,993,586 4,373,586

2018 2,495,000 1,879,836 4,374,836

.;201;9? 2,615,000 1,761,586 4,376,586

2020 -2 14,975,000 6,898,013 21,873,013
2025~ 20;;9 18,890,000 _ 2,977,538 _ 21,867,538"

$45,795000 $19,817,981. § 65,612,981

37



NEW MEXICO SPACEPORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2014 -
NOTE 14. LONG-TERM DEBT (CONTINUED)

Balance ‘Batance

Principal Interest __ Total
2010 Series C: : : ' .
2015° +$ 620,000 $ 659,452 $ 1,279,452
2016 625,000 851,764" 1,276,764
2017 " 840,000 641,951 1,281,951
. 2018 650,000 629,343 1,279,343
2019 865,000 614,328 1,279,328
2020 - 2024 3,660,000 2,266,507 5,926,507
2025 - 2029 11,885,000 _ 2,066,844 _ 13,951,844
Total - $ 18,745,000 $ 7,530,189 $ 26,275,189

NOTE 15, FUND BALANCE CLASSIFICATIONS

The, Department’s fund balances represent: 1) Restricted purposes, which inciude balances
that are legally restricted for specific purposes due to constraints that are externally imposed by
creditors, grantors, contributors, or laws or regulationis of other governments; 2) Committed
purposes; which include balances that can only be used for specﬂ“ C purpeses pursuant to
constraints imposed by formal action of the Legislative and Executive branches; 3) Assigned
purposes, which includes balances that are constrained by the government’s intent to be used
for specific purposes, but are neither restricted nor committed. A sumimary of the nature and
" ‘purpase of these reserves by fund type at June 30, 2014 follows:

General Fund 87100 .
Fund baiances:
Unrestricted: Co
Unassigned - $ 1,559,558

Debt Service Fund - 10570~
Fund balances:
Restricted for:; .
GRT Bond Construction Expenditures, 2009 Series C Public Projects -
and GRT Bond Construction Expenditures, 2010 Series Public:Projects ' 12,416,396

Capital Proiects Fund - 2051 0
Fund balarices: -

Restricted for capital projects: ‘ _ ... 386
Total fund balances. ) | ’ $1 3,9?6,340,

}
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NEW. MEXICO SPACEPORT AUTHORITY
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June 30, 2014 i

“ NOTE 16. RENTAL INCOME

On January 1, 2007, NMSA entered into a lease agreement W|th Virgin Galacti¢ for the use of
the Terminat Hangar Facility and Runway. Rental payments started January of 2013 as follows:

first 5 years: $1,000,000 per year, payable in equal monthly instaliments due on the first day of
each calendar month. Remaining 15 years: monthly facilities rent calculated as monthly
amortization of the remaining final Virgin facilities ¢ost (net of payments over the first 5 yearsy
based on a 20 year amortization. Virgin Galactic also. pays a monthly amount for ground rent.

‘The amount for the-first five years is gq al fo $30,000 per year payable monthly. This amount
will increase based on P! for'the rerma ing 15 years of the. agreement. Space X will pay rent-
in the amotint of $3,651 per month for three years. Space’'X has two oné-year extension

options..

Year Ending June:30,’
2015 ’ s $ 1,073,812
2016 y v 1:073,812
2017 ) , 1,048,255
2018 3,081,975
2019 3,081,975
2020 and thereafter: 46,229,622

Total ‘ § - 55/580,451

NOTE17. RISK MANAGEMENT

The Office:obtains coverage through the Risk Management Division of the State of New Mexico
- General Services Depariment. This coverage includes public liability, property, workers
compensation; -surety bond unemiployment comperisation and group health insUrance. These
coverages are .designed to satisfy the requirements of the State Tort Claims Act. The
maximum limits provided by the Tort Claims Act ar& $1,050,000:per occurrence.

NMSA had no significant reductions in insurance coverage from coverage in the ptior-year. 'In
the fiscal years ended June 30 20‘14 2013 and 2012, there were no settlements that exceeded

insurance Coverage

NOTE 18, NEW PRONOUNCEMENTS
In June 2012, the GASB issued Statement-No. 68, Accounting and Financial Reporting for
Penisions, an_amendment of GASB Statément No. 27: This Statement improves accourtting
and financial reporting by state and. local governments for pensions. It also “improves
information provided by state and. local geverimeéntal 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, sugpomng assessments of
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NOTE 18, -NEW PRONOUNCEMENTS (CONTINUED)

accountability and inter-period equity, and creating additional transparency. This Statement will
be effective for the Department in fiscal year 2015. GASB No. 88 will requiré NMSA 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. GASBS No. 68 will requlre the Department to record its proportlonate
share of the unfunded pension plan ligbilities in the New Mexico State Retirement System and
otherplans. Aithough the.amount of the- ligbility is unknown, it is presumed to be material,

In January 2013, the GASB issued Statement No. 71, Pension Transition for Confribution’s
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 Report rPensions, The issue relates.
fo amaunts associated with contnbutlons if any, made by a state or cal government empioyer
or rionemployer contributing entity o a deflned benefit pensio "'pl er the measiirement
date of the government's begmnmg net pensmn liability. This State t will be effective for
NMSA. in fiscal year 2015. NMSA s 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,. acquzsmons and transfers of operations. This Statement
will be effective for NMSA in fiscal year:2015, NMSA is in the process of evaluating the impact
(if any), of this pronouncement.on its. fi nanclal statements. °

NOTE 19, LITIGATION

At June 30, 2014, NMSA was party to-a claim. The claim was settled after June 30, 2014. The .
amount accrued for this seftlement is found in fund 10570 ($559,702) and fund 89200
($1,475,288). The entire amount was paid by NMSA in August 2014,

Tpis"info‘rm'atitfif_f is anh integral part of the accompanying financial statements.
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) SPACEPORT AUTHORITY"
STATEMENT OF REVENUES AND’ EXPENDITURES - MAJOR GOVERNMENTAL FUNDS -
BUDGET AND ACTUAL (BUDGETARY BASIS)
" YEAR ENDED JUNE:30, 2014

SPACEPORT CAPITAL PROJECTS FUND (20510)
Actual Variance From
Budgeted Amounts Amounts Final Budget
Original Fihal  (Budgetary Basis) Positive (Negative)

REVENUES
State General Fund appropriation. $ - 8 - 0§ - $ .
Otherfinancing sources w .

Fund balance rebudgeted _ - .

TOTAL REVENUES $ =3 - - -

EXPENDITURES
Current:

Contractual Services 3 - 8 - - $: -

Other - - -

TOTAL EXPENDITURES $ - 8 - § § )

EXCESS (DEFICIENCY) OF REVENUES
QOVER (UNDER) EXPENDITURES AND
OTHER FINANCING SOURCES .

TIMING DIFFERENCE DUE TO )
ACCOUNTS PAYABLE -

NET CHANGE IN FUND BALANCE .
GAAP BASIS $ .
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NEW MEXICO SPACEPORT AUTHORITY
STATEMENT OF REVENUES AND EXPENDITURES - MAJOR GOVERNMENTAL FUNDS -
BUDGET AND ACTUAL (BUDGETARY BASIS) (CONTINUED)
YEAR ENDED JUNE 30, 2014

' SPACEPORT CAPITAL PROJECTS FUND. (89200)

, Actual Variance From
Budgeted Amounts Amounts Final Budget
‘ o Original Final (Budgetary Basis) Positive (Negative)
REVENUES T
State General Fund appropriation $ -~ § - % - $ -
Other financing sources . 17,209,310 17,209,310 5,551,281 {11,658,029)
Fund balance rebudgeted . - - - -
TOTAL REVENUES § 17200310 $ 17209310 § 5551281 § _ (11,656,029)
EXPENDITURES:
Current:
Contractual Services $ - % - - 3 -
Other * 17,209,310 17,208,310 4,075,983 13,133,327
TOTAL EXPENDITURES $  17,209310 $ 17,209,310 4,075,983 §. 13:133.327
EXCESS (DEFICIENCY) OF REVENUES:
OVER(UNDER) EXPENDITURES AND
OTHER FINANCING SOURCES 1,475,298
TIMING DIFFERENCE DUE TO
ACCOUNTS PAYABLE (1,475,298)
NET CHANGE IN FUND BALANCE
GAAP BASIS $ -

* For financial statement presentation purposes capital outlay is classified as other.
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: NEW MEXICO SPACEPORT AUTHORITY
SUPPLEMENTAL SCHEDULE OF SEVERANCE TAX APPROPRIATIONS
. June 30,2014

Project 5 Project Amount. Amount
Series Number = Description Appropriated.  Reverted
 STBO7SD/SA A/D0B-2260 Laws of 2007, Chapter 42, $ 33,000,000 $ -
Section 100, Paragraph C-1: .
STBOBSE: £08-4780 .LaWS"Qf 2008, Chapter 92, 7,500,000 -
Section 76, Paragraph ©
STB10A/Q0D A/DOB-2260 Laws of 2007, Chapter 42; 34,000,000 =
' Section 100, Paragraph C=3: '
STB13A 13-1812 A131812 Laws of 2007, Chapter 42,
Segction. 100, Paragraph C-3 3,000,000 -
$ _77,500,000° §_ -
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Authorized

Advance
Amounts
Expenditures Expenditurés Received June30, 2014
Artin Public  Amount Reported Reported (Deferred Balance
Places Available Prior Yeais Interest Current Year  Revenue) Available
$ 200,000 $ 32,800,000 $ 31,383,114 $ (343) $ 1,417,229 $ - 3 -
- 7,500,000 2,628,211 - - 4,871,789
- 34,000,000 28,534,887 - 4,130,442 - 1,384,671
- 3,000,000 = - 3,610 - 2,996,390
$ 200,000 _$ 77,300,000 $ 62,546,212 % (343) $ 5,551,281 & - $ 9202850
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NEW MEXICO SPACEPORT AUTHORITY
SUPPLEMENTAL SCHEDULE OF CASH ACCOUNTS INGLUDING INVESTMENT:
June 30, 2014

SHARE ‘
Fund System Fund
. Name of Depository Type No.

NN State Treasurer  General Fund General 87100 Stz
NM. State Treasurer  Regional Spaceport District Fund :

(Held at Trustee - New Mexico Finance Authority) Debt Service 10570 St:
NM State Treasurer ~ Capital Projects Fund Capital Projects 20510 St
NM.State Treasurer  Capital Projects Fund Capital Projects 89200 St:

* Details: specific for-collateral is commlngled by the Office of the State: Treasurer (which is detailed in the report of
Treasurer) and it monitors the adequacy of the funds pledged for collateral to ensure the full coverage as required

New Mexece and related statutes.
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ChftonLarsonAElsn LLP-
500 Marquette NW Suite 800
Abuguerque, NIBZ10Z

L © 505:842:8290 | fax-505-542:1564.

" liftonLarsnA“en - wwwiglifiorilarsonallen.com

Independent Auditors’ Report.on internal-Control over Financial Reportmg |
and on Compliance and-Other Matters ‘Based on-an Audlt of Financial
Statements Performed in Accordance with Government Auditing Standards:

Board ‘of Directors
. New Mexico Spaceport Authority
and-
Mr. . Hector H. Balderas.
NewMexico State Auditor

We have audited, in accordance with the aud:tmg sstandards. generally accepted in the Uhited .
States of Amerlca and the standards applicable to financial audits contained in Govermnment
Auditing: Standards isstied by the Comptroller’ General of the United States,” the financial
statements: of the govemmental activities, each major-fund, the budgetary-comparisaons of tHe:
general fund of the New Mexico ‘Spaceport Authority: ( NMSA) as of .and for the year ended
June 30, 2014, and the related notes te the financial stafements, which collectively: comprlse
NMSA's: basic financial statements, and individual funds and releted budgetary tomparisonhs of
-NMSA,: presented as: supplementary information, and have issued our report thereon dated
December 12, 20114,

Internal Contro! OvenFlnanclal Reporting

In planning: and performing ‘our audit of tne financial statements, we consu:iered NMSA's:
internal control- over fihancial reporting: (internal controf) 1o determlne- the audit procedures that
are appropriate iff the circumstances for the purpose of expressing: ouropinions. on the finaricial
statements, but not for the: purpose of expressing ‘an opinion :on the effectiveness of NMSA's
-intéenal cohtrol. Acéordingly, we do nof express an opinion on the effectlveness of NMSA’
internal control. :

A deficiency in internal eontrof exists: when the design or operation -of a control does: not allew
management or employees, in the normal course of performing their assigned functions,. to
prevent, or detect and correct, misstatements on a timely basis. A ‘matérial 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 preverited,”
or detected. and corrected, on a timely basis, A significant’ deficiency is. a ‘deficiency, or a
commbination of deﬂmenoxes in internal control-that is less severe than a material weakness yet:
impartant. enough to ment attentlon by those charged with governance.

Qur sbnsideration: of mtemai control ‘was for the limited purpose descnbed in. the: preceding.._:-
paragraph and was not designed to- ldentlfy all deficiencies in internal ‘control that might: be
_material ‘weakiesses ot significant deficiencies and, therefore, material weaknesses .or
significant: deficiencies may exist that were not Jdentlfaed Given these: limitations, . durmg ‘our
audit we. did not identify any deficiencies in internal control that we: consider to be material
weaknesses. . We: did identify. ‘a cértain deficiéncy in internal. control, described in the
-accompanying schedule of findings and responses, that we' -consider to - be a agmfcant

vdeflmenoy (firiding 2013-001).
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‘Compliance and OtherMatters: -
i As part of obtaihing reasonable assurance about whether NMSA's financial statements are free ..
; lsstatement we performed. tests ‘of its compliance with certain provisions of [aws,
y ; 4 grant -agreements, noncomphance with which colild have a direct
and matenal effect on the dqtermmatlon of financial statement amounts: However; providing an
opinion on compliance’ with those prowsmns was not an objectlve of-our audit, and accordmgly,
we do not express such an opinion. The results of our tests disclosed no instances-of
noncompliance or other maiters- that are requnred to be reported-under Government Auditing

Standards,

NMSA’s Response:to Findings .
NMSA's responses ‘to the findings. identified in our audit are described in the accompanying .
schedule of fmdmgs and responses. NMSA's: responses were: not: subjected to the. auditing
procedures applied in ‘the audit of the finandial statements and, accordingly, we express no
op:nlon ‘on'thém, .

Purpose ‘of this Report

The purpose of this: réport is 'solely to describe the scope o
comphance ‘and the resulf of that testtng, and not to pro
the: entltys internal control or on compliance: This: fé -an integral part of an audit
performed. in accordance with Government Audltmg Standa inzconsidering NMSA's internal
control and comphance Accordmg]y, this communication is ot uitable for any other purpose,

r festing .of internal control and
inion on, the effectiveness of -

CiiftonLarsonAllen LLP. ' )

Albuquerque; New Mexico
December12, 2014
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NEW MEXICO SPAGEPORT AUTHORITY
SCHEDULE OF FINDINGS AND RESPONSES
June 30, 2014 :
Section | — Summary of Auditor's Results

1. ‘The: auditor's report expresses an unriodified opinion o the basic financial statements of
the New México Spaceport Authority (NMSA).

2. One significant deficiency was di"sclqsed;dUring the.audit of the.fingncial statements.

3. There were no instances of non-compliance related to the financial s‘tai;fejménts.
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NEW MEXICO SPACEPORT AUTHORITY
SCHEDULE OF FINDINGS AND RESPONSES
June 30, 2014

Section Il - Finaricial Statement Findings-
2013-001 Capital Asset Reconciliation (Significant Deficiency)

Condition: During ouraudit test work over capital assets, we were informed that capitdl assets
required. reclassification between categories, as well as. items removed from. the listing as they
did not meet the criteria for capitalization. -

Criteria: GASB 34.119-120. indicates that governments shou[d prowde detail ih the notes o the
financial statements about capital assets of the primary government reported in the. statement
of net assets. The information disclosed should be divided into major classes of capatal assets
as well as between those associated with governmental activities and those associated with
business-type activities. Capital assets that are not being depreciated should be disclosed
separate!y from those that are being depreciated.: Additionally, sound accounting practices
require that subsidiary capital asset records of the agency agree to the general ledger and
reported appropriately in fmanclal statements.

process.

Effect: Classification efrors in capital asset categories could lead to misstatements in
calculated depregciation amounts, as well'as inaccurate financial reporting.

Recommendation; We recommend that management review capital asset listing, general
ledger amounts, as well as amounts reported in the financial statements to ensure agreement
and proper and timely recording/reporting. We also recommend that management compare
contracts to capital asset listing to ensure completeness of capital asset records.

Agency Respanse* -NMSA managed the majority of the construction of its wérld class facility,
including over $165;000,000 in capitalized assets, with fewer than 7 agency staff members.
The capitalization prOJect was extremely complex due to the nature and magnitude .of the
Spaceport’ which included planning, architecture, buildings, water treatment, an electric
substation, wells and internal roads. Besides those seemingly straightforward assets,.we aiso .
dealt with - -archagology, communications, exhibits, media and show: content: In August 2013,
we became more structured in our accounting -and management positions, hiring -additional in-
houss. staff as oppased. to prior contracted accounting/management positions or past reliance
on-administrative support from EDD. We accept this finding and pledge to strengthen our
agency internal controls over large and complex categories such as Capital Assets.
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i NEW MEXICO SPACEPORT AUTHOR]TY
SUMMARY SCHEDULE OF PRIOR YEAR: AUDIT FINDINGS
June 30, 2014

Seetipn Il - Financial Statement Findings
2013-001 Capital Asset Reconciliation (Material Weakness) — Reﬁeated and Nodified

' Condition: During our audit testwork over capital assets, we identified a material prior perzod
restatement in order to reconcile internaily tracked balances with audited finahcial statements.
While: NMSA had been properly tracking capital dssets on .an ongoing basis, NVSA had not

accourited for all amounts subject to capitalization, A qul reconciliation of caprtal expendltures-
was not:.completed until November 2013 . ‘

2013-002 Late SumeSSiOI‘I of the IPA Recommendation:~Resolved
Condltnon Per NIVIAC 2.2, 2 8(G)(B)(c), NMSA's IPA recommendaﬂon form and confract were

due to the Office of the State Auditor (OSA) by June 1, 2013. The IPA recommiendation form
and contract were not submitted to the OSA untii June 27, 2013."
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NEW MEXICO SPACEPORT AUTHORITY
EXIT CONFERENCE
June 30, 2014

An exit conference was held with NMSA on December 12, 2014, at NMSA’s satellite office in
Albuguerque, New: Mexico. The conference was ‘held in a closed meeting to preserve the
confidentiality of the audit infermation prior to the release of the financial statements by the
State-Auditor. In attendance were:;

NEW MEXICO‘SPACEPORT AUTHORITY

Christine Anderson, Executive Director, New Mexico §beceport Authority
Doreen Sieburg; Directot of Fina &: and Administration, New México ‘Spaceport: Alithority (via. -
phone)

Jerry Stagner Board Member

CLIFTONLARSONALLEN LLP

Janet PachécoMorton, CPA, CGFM, Principal
Jennifer Cavanaugh; CPA, Engagement Director’

PREPARATION ‘OF FINANCIAL STATEMENTS:
The financial staiements presented in this report have been -prepared by the independent

auditor with the assistance of NMSA. However; they are the responsibility of management as
addressed inthe Independent Auditors” Report.
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