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independent Auditor5s Report

To the Members of the Commission of
State of New Mexico

Department of Game and Fish and
Mr. Hector H. Balderas

New Mexico State Auditor

We have audited the accompanying financial statements of the governmental activities, each
major fund, the aggregate remaining fund information and the budgetary comparisons for the
general fund of the New Mexico Department of Game and Fish (the Department), as of and for
the year ended June 30, 2012, which collectively comprise the Department’s basic financial
statements as listed in the table of contents. We have also audited the financial statements of
each of the Department's nonmajor governmental funds, fiduciary fund and the budgetary
comparisons for the major capital projects fund and all nonmajor funds presented as
supplementary information in the accompanying combining and individual fund financial
statements as of and for the year ended June 30, 2012, as listed in the table of contents.
These financial statements are the responsibility of the Department’'s management. Our
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Department’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also inciudes assessing the
accounting principles used and the significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinions. :

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the Department as of June 30, 2012, and the
~ respective changes in financial position thereof and the respective budgetary comparisons for -
the general fund for the year then ended in conformity with accounting principles generally
accepted in the United States of America. In addition, in our opinion, the financial statements
referred to previously present fairly, in all material respects, the respective financial position of
each nonmajor governmental fund and fiduciary fund of the Department as of June 30, 2012,
‘and the respective changes in financial position thereof and the respective budgetary
comparisons for the major capital projects fund and all nonmajor funds for the year then ended
in conformity with accounting principles generally accepted in the United States of America.
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In accordance with Government Auditing Standards, we have also issued our report dated
December 7, 2012 on our consideration of the Department’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our
audit.

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 5 through 13 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to
be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States. of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the basic financial statements,
and the combining and individual fund financial statements and budgetary comparisons. The
accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations, and is also not a required
part of the basic financial statements. The additional schedules listed as “supplementary
information” and “supplemental schedules” in the table of contents, including the Schedule of
Changes in Assets and Liabilities of Agency Funds, are presented for purposes of additional
analysis and are not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. ' In our opinion, the information is
fairly stated in all material respects in relation to the basic financial statements taken as a
whole. _

Wm% L7

Albuquerque, New Mexico
December 7, 2012



This Page Intentionally Left Blank



NM Department of Game and Fish
Year Ended June 30, 2012
Management’s Discussion and Analysis

The State of New Mexico Department of Game and Fish’'s (Department) Management Discussion and
Analysis (MD&A) is designed to assist the reader in focusing on significant financial issues, provide an
overview of the Department’s financial activity, identify changes in the Department's financial position
(ability to address future challenges), identify any material deviations from the financial plan and identify
issues of concern.

The MD&A is designed to focus on the past year's activities, resulting changes and currently known facts;
please read it in conjunction with the Department’s financial statements and notes which follow this
section.

Overview of the Financial Statements

This annual report consists of four parts: 1) managément’s discussion and analysis, 2) the basic financial '
statements, 3) required supplementary information, and 4) an optional section that presents combining
statements for non-major governmental funds.

The basic financial statements include two kinds of statements that provide different views of the
Department: The first two statements are government-wide financial statements that provide both
long-term and short-term information about the Department’s overall financial status. The remaining
statements are fund financial statements that focus on individual parts, specifically short term
information of the Department’s operations in greater detail than the government-wide statements.

‘The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial statements.
In addition to these required elements, we have included a section with combining statements that
provide details about non-major governmental funds.

The MD&A should provide an objective and easily readable analysis of the government’s financial
activities, based on currently known facts, decisions or conditions. It should provide an analysis of the
government’s overall financial position and results of operations to assist users in assessing whether the
financial position has improved as a result of the year's activities. Additionally, it should prowde an
analysis of significant changes that occur in funds and significant budget variances.

Government-wide Financial Statements. The Statement of Net Assets shows the Department'’s overall
financial position as of June 30, 2012. This financial statement is comparable to the balance sheetin a
private sector entity’s financial statements. A Statement of Net Assets differs from a balance sheet in
several ways, but there is one main difference. The New Mexico Department of Game and Fish is a
government agency and a trustee of public assets rather than-a company with shareholders or owners.

In a private sector balance sheet, the surplus (or deficit) of assets compared to liabilities is the owners'’
equity. In governmental financial statements, this excess is labeled net assets.

The next government-wide statement is the Statement of Activities: This statement provides information
about revenue and expenditure activity throughout the course of fiscal year 2012. The statement provides
the fund balance at the beginning of the year and the balance at the end of the year. The dn‘ference

_ between revenue and expenditure amounts provides for the change in fund balance.

The remaining financial statements report the Department’s operations in greater detail than the
government-wide statements.

Fund Financial Statements. The fund financial statements provide more detailed information about the
Department’s significant funds. Funds are accounting devices that are used to keep track of specific
sources of funding and spending for particular purposes.



NM Department of Game and Fish
Year Ended June 30, 2012
Management’s Discussion and Analysis

Government-wide Financial Statements

The Department has two types of funds:

Governmental Funds - Most of the Department’s services are included in governmental funds, which
focus on (a) how cash and other financial assets that can be readily converted to cash, flow in and
out, and (b) the balances left at year-end that are available for spending. The governmental fund
statements provide a detailed short-term view that helps the user determine whether there are more
or fewer financial resources that can be spent in the near future to finance the Department’s
programs. Since this information does.not include the additional long-term focus of the government-
wide statements, reconciliation between the government-wide statements and the fund financial
statements is provided for governmental-type activities.

Fiduciary Funds - A fiduciary fund is used to report assets held in a trustee or agency capacity for
others and therefore are not available to support Department programs. The reporting focus is upon
net assets and changes in net assets and employs accounting principles similar to proprietary funds.
With the implementation of GASB statement number 34, fiduciary funds are not included with the
governmental-type funds since these funds are not available to support the Department’s programs.
The Department’s fiduciary fund is maintained to receive donations. The money is used to reward

anonymous callers who turn in wildlife violators to the Department.-

Financial Analysis of the Department as a Whole

Net Assets: The total Department net assets for fiscal year ending June 30, 2012 are $111,686,703.

All of those assets are either restricted as to the purposes they can be used for or are invested in capital
assets. The restricted net assets in Governmental Activities were $50,280,668 at the end of the fiscal )
year. The restricted net assets are comprised of amounts that have been designated for future use, as

these amounts are reserved for operations in the following fiscal years.

The Department’s Net Assets

Percent

FY 2012 ' FY2011 Change
Assets: )
Current and Other Assets $ 55,178,878 $ 49,752,374 10.90 %
Capital Assets 61.406.035 61,654,675 (.40) %
Total Assets % 116,584,913 $ 111,407,049 465 %
111407049
Liabilities:
Current Liabilities $ 4,780,730 $ 3,588,169 33.24 %
Non-current Liabilities 117.480 153,589 (23.51) %
Total Liabilities 3 4,898,210 1 $ 3,741,758 3091 %
Net Assets:
Invested in Capital Assets $ 61,406,035 $ 61,654,675 (.40) %
Restricted 50.280.668 46010616 9.28 %
Total Net Assets $ 111,686,703 107,665,291

$

3.74 %



NM Department of Game and Fish

Year Ended June 30, 2012

Management’s Discussion and Analysis

Financial Analysis of the Department as a Whole - continued

The Department total assets are comprised of $61,406,035 in capital assets and $55,178,878 in current
assets, for a total asset balance of $116,584,913. The overall increase in total assets from the previous
fiscal year is $5,177,864. Liabilities are also broken out into two segments: current liabilities and non-
current liabilities. The total amount of current liabilities is $4,780,730, an increase of 33.24% from the
prior year balance of $3,588,169. This increase is attributable to an increase in accounts payable and
4third party liabilities at the fiscal year end, which include payables for capital projects throughout the
state and payroll expenses payable at year end. Non-current liabilities are limited to the amount due for
unused employee leave balances that is not likely to be expended within the next fiscal year. The amount

of this non-current liability is $117,480.

Governmental Activities: The table below summarizes the Department’s activities for the fiscal years
ending June 30, 2012 and 2011. The change in net assets were $4,021,412 at the end of the fiscal year.

The Department’s Activities

Total Dollar Total Percent
' Change Change

Category 2012 2011 2012 - 2011 2012 - 2011

Program Revenues , $ 36708560 $ 37,311,614 §  (605,054) (1.62) %
General Revenues 333,963 302,234 31,729 10.50 %
Total Revenues 37,040,523 37,613,848 (573,325) (1.52) %
' Program Expenses 32,521,811 32,236,868 (284,943) (.08) %
Total Expenses 32,521,811 32,236,868 (284,943) (.08) %
Transfers (497,300) (883,635) (386,335) (43.72) %
Change in Net Assets 4,021,412 4,493,345 (471,933) (10.50) %
Beginning Net Assets 107,665,291 103,171,946 4,493,345 436 %
Ending Net Assets $ 111,686,703 $ 107,665,291 $ 4,021,412 3.74 %

The Department manages eight operating fund accounts (excluding the capital fund); the Game
Protection Fund (major fund) and seven (7) non-major funds that receive funding from sources created by

the laws of the State of New Mexico. The Department's capital fund is managed based on the

appropriation of funding through the State's legislative process. The revenue allocated to the capitai fund
is done on a project basis and depends on the approved funding. Therefore, the capital fund does not
accumulate revenues beyond those required to support the capital projects.

For the year ending June 30, 2012, depreciation expense has been allocated to the program expense
category of Game and Fish Resource Conservation. interagency transfers include transfers to outside
agencies including the Energy, Minerals, and Natural Resources Department.



NM Department of Game and Fish
Year Ended June 30, 2012
Management’s Discussion and Analysis

Information on Individual Funds

The Department is responsible for the management of nine individual fund accounts, including the capital
project fund. The Game Protection Fund is considered the Department’s one major operating fund. The
cash balance increased in five of the seven non-major funds and the Game Protection Fund experienced
an increase in the cash balance in fiscal year 2012. In totality, the Department ended fiscal year 2012 in
an overall healthy financial position for all of its funds. The first table below lists the beginning and ending
cash and investment balances for each fund managed by the Department.

Total Percent

Balance Balance of Change

Fund Name Fund June 30, 2012 June 30, 2011 2011 - 2012

Game Protection Fund _ 19800 $ 37,357,836 34,585,881 8.01 %
Sikes Act Fund » 09700 $ 1,519,094 1,362,641 11.48 %
Share With Wildlife Fund 30700 $. 1,008,583 998,090 1.05 %
Trail Safety Fund ) 10840 $ 1,889,601 1,588,136 18.98 %
Bond Interest & Retirement Fund 42800 $ 1,811,538 . 1,777,862 1.89 %
Big Game Depredatidn Damage Fund 54900 $ 865,837 906,537 (4.49) %
Big Game Enhancement Fund 77200 3 2,466,670 2,258,169 9.23 %
Habitat Management Fund ’ 49400 $ 3,532,600 3,145,895 12.29 %
Game & Fish Capital Improvement Fund 88700 $ 1,128,286 465,415 142.43 %



NM Department of Game and Fish
Year Ended June 30, 2012
Management’s Discussion and Analysis

Information on Individual Funds - continued

The tables below list the total revenue and expenditures for each fund managed by the Department.

Revenue
Fiscal Year Fiscal Year Total Percent

SHARE Ended Ended of Change

Fund Name Fund June 30, 2012 June 30, 2011 2011 - 2012
Game Protection Fund 19800 $ 31,682,383 32,179,588 1.55 %
Sikes Act Fund 09700 937,123 936,877 .03 %
Share With Wildlife Fund 30700 - 112,615 114,863 (1.96) %
Trail Safety Fund 10840 611,493 635,877 (3.83) %
Bond Interest & Retirement Fund 42800 186,611 178,218 4.70 %
Big Game Depredation Damage Fund 54900 396,720 413,232 (4.00) %
Big Game Enhancement Fund ' 77200 1,065,064 1,013,904 505 %
Habitat Management Fund 49400 1,156,618 1,054,775 9.66 %
Game & Fish Capital Improvement Fund 88700 634,966 850,616 (25.35) %
Total Revenues $ 36,783,593 37,377,950 (1.59) %

‘ Expenditures

Fiscal Year Fiscal Year Total Percent
SHARE Ended Ended of Change
Fund Name Fund June 30, 2012 June 30, 2011 2011 - 2012
Game Protection Fund 19800 $ 28,350,806 28,137,216 76 %
Sikes Act Fund 09700 - 772,010 878,720 (12.14) %
Share With Wildlife Fund . 30700 164,018 160,226 237 %
Trail Safety Fund 10840 391,154 ' 261,992 4930 %
Bond Interest & Retirement Fund 42800 - - -
Big Game Depredation Damage Fund 54900 407,362 283,593 43.64 %
Big Game Enhancement Fund 77200 898,222 805,946 11.45 %
Habitat Management Fund 49400 589,927 572,750 3.00 %
Game & Fish Capital Improvement Fund 88700 900,250 994,990 (9.52) %
Total Expenditures $ 32,473,749 32,095,433 1.18 %




NM Department of Game and Fish

Year Ended June 30, 2012

Budgets, Revenue and Expenditures

Management’s Discussion and Analysis

The Department recorded several adjustments to the original budget amounts during the fiscal year; all
the adjustments were due to additional federal grant funds made available to the Department. Thereis a
large variance in both the service revenue and federal revenue for fiscal year 2012. The variance in the
service revenue is due to the fact that the Department received a higher amount in license revenue in
fiscal year 2011 than in fiscal year 2012. :

Since the Department generates all of its revenues via dedicated, non-reverting funds, there is little
incentive to spend all available funds to justify higher future budgets or to minimize reversions to other
funds. If funds remain unspent, they remain in the fund’s cash balance, where they will be available for

appropriation and expenditure in future fiscal years.

The table below shows the Department’s budget comparisons for the year ended June 30, 2012 for all
funds except the Capital Projects fund (88700), which includes appropriations that span multiple budget
years. Including the capital budget would inaccurately portray the budget information for the fiscal year

ended June 30, 2012.

Revenues:
Service revenue
Federal grants
Interest earned
Other revenue
Other financing sources

Fund balancel budgeted

Total revenues

Variance -
Positive

Original Final Actual {Negative)
25,626,400 25,626,400 23,216,764 (2,409,636)
9,020,000 9,538,413 11,959,096 2,420,683
42,600 42,600 71,068 28,468
280,200 280,200 895,734 615,534
125,300 125,300 75,474 (49,826)
35,094,500 35,612,913 36,218,136 $ 605,223

3,369,700 4,017,200

38,464,200 $ 39,630,113 36,218,136 $  (3,411,977)
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NM Department of Game and Fish
Year Ended June 30, 2012
Management’s Discussion .and Analysis

Budgets, Revenue and Expenditures - continued

Variance -
Positive

Original Final Actual (Negative)

Expenditures: :
Personal services/benefits 20,378,800 19,698,800 16,420,534 3,278,266
Contractual services 4,041,600 - 4,874,078 3,529,113 1,344,965
Other 13,546,100 13,912,435 11,623,852 2,288,583
Other financing uses 497,300 1,144,800 1,144,800 200,000
Total expenditures 38,463,800 39,630,113 32,718,299 6,911,814

The Department recorded $37,110,032 in total revenue including the Capital Projects fund and
$32,971,049 in expenditures. This resulted in a difference of revenues in excess of expenditures of
$4,138,983. As the Department continues to move forward with filing vacant positions, the Department
projects that the variance of revenues to expenditures will decrease due to higher spending on salaries
and benefit expenses. The Department continues to take a conservative approach on expending funds
due to the fact that we are an Agency that generates its own revenues and is not dependent on the State
of New Mexico’s general fund to provide funding for Department operations.

The largest single source of Department revenue comes from the sale of hunting and fishing licenses.
This is shown as Charges for Service on the Statement of Activities within the financial statements. This
revenue category accounts for $24,112,498 of the Department's revenue. The expenditures include
$32,375,816 expended for Game and Fish Resources Conservation. Much of the Department’s statutory
mandate relates to activities that fall within this expenditure category.

The remaining expenditures resuit from a charge for Depreciation Expense. This represents a charge to
account for the declining value of assets owned by the Department as they age. While common in the
private sector, prior to the implementation of GASB 34, governmental units had not accounted for the
depreciation of assets. '
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NM Department of Game and Fish
" Year Ended June 30, 2012
Management’s Discussion and Analysis

Capital Asset and Long-Term Debt Activity

The following table shows the Department’s capital assets:

Governmental Activities Total %
’ of Change

June 30, 2012 June 30, 2011 2011 -2012
Land $ 33,287,492 $ 33,077,666 . 63 %
Land improvements 4,887,661 4,412,941 10.75 %
Infrastructures and Easements 10,094,181 9,712,628 3.92 %
Property, Plant and Equipment 38,950,299 38,720,587 59 %
Work in Process 93,554 93,554 -
Less Depreciation : . (25,907,152) (24,362,701) 6.33 %
Net Capital Assets $ 61,406,035 $ 61,654,675 (0.40) %

The net value of the Department’s capital assets as of June 30, 2012 is $61,406,035. This net value

decreased by 0.40% during fiscal year 2012 primarily due to the disposal of old, unusable and obsolete
capital assets. .

The Department had no long-term debt activity during fiscal year 2012. All funds appropriated and
expended from the Game and Fish Bond Interest and Retirement Fund come from existing cash balances

in the fund. There are no outstanding bonds, debts or other obligations requiring repayment from this
fund.

The ability to issue long-term debt is provided in the New Mexico statutes, but if the Department wished to
incur additional long-term debt, the State Legislature would need to amend the current statutory language
to authorize the State Game Commission to issue and sell bonds.

Anticipated Future Conditions and Changes

New Mexico law mandates the State Game Commission and the Department of Game and Fish with the
management of the Game Protection Fund, which is the Department’s general operating fund. The
projected cash balance of the Game Protection Fund through fiscal year 2017 reflects a healthy balance
which will allow the Department to forego requesting a fee increase for hunting, fishing and trapping
licenses in the next few years. The last time the Department requested a license fee increase was 2005.
The healthy cash balance in the Game Protection Fund is a result of cost savings in the recent few years
and the effects of previous hiring freezes on the utilization of the Department’s budget.

The Department continues to successfully implement the Aquatic Invasive Species and Off-Highway
Vehicle programs statewide. As these programs grow, the Department has worked to form new
partnerships across the State to improve implementation and service delivery. By fiscal year 2014, the
Department will have implemented a significant reorganization of staff. The reorganization shifted the
alignment of staff to more closely align organization with statute. The updated organizational structure
has not altered duties of staff, nor has it changed agency responsibilities, but rather the new structure
provides for more efficient delivery of services to the citizens of New Mexico.

12



NM Department of Game and Fish
Year Ended June 30, 2012
Management’s Discussion and Analysis

Anticipated Future Conditions and Changes - continued

In keeping with the theme of delivering programs to citizens in a more efficient manner, the Department
continues to work to implement an electronic license sales system that will aliow customers to purchase
licenses from their homes and local vendors statewide. The Department continues to take advantage of
technological advances that provide customers a more efficient license buying experience while reducing
administrative costs, allowing the Department to accomplish more on the ground.

Again this year, the state of New Mexico’s economic health and economic conditions elsewhere are major
influences on the Department and how we will operate in the future. Although the Department has not felt
large-scale negative repercussions from the economic downturn; we remain cognizant of it and continue
to find ways to control costs without adversely affecting services provided to the public.

The Department, and the State as a whole, will need to continue to determine how the public will pay for
wildlife management. The beneficiaries of healthy wildlife populations and habitats are not limited to just
those who purchase hunting and fishing licenses. Whether the benefits from wildlife resources are
financial or merely aesthetic, it is a reasonable argument that everybody who benefits should also

- contribute financially to that management.

Contacting the Department’s Financial Management

The Department’s financial statements are designed to provide a general overview of the Department’s
finances and to show accountability for the money it receives. If you have questions about this report or
need additional information, contact the Department’'s Administrative Services Division Chief or the
Assistant Director for Support Services at P.O. Box 25112, Santa Fe, New Mexico 87504.
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NM Department of Game and Fish
June 30, 2012

Statement of Net Assets

ASSETS

Current Assets

Cash

Investments

Accounts Receivable

Due from Other State Agencies
Due from Federal Government
Total Current Assets

Noncurrent Assets

Capital assets, net of accumulated depreciation

Total Assets
LIABILITIES
Current Liabilities -
Accounts payable
Accrued Compensated Absence
Accrued Payroll
Other Liabiiities
Total Current Liabilities
Noncurrent Liabilities
Long-term portion of compensated absences
Total Liabilities
NET ASSETS
Invested in Capital assets
Restricted for:
Wildlife and Fisheries
Debt Services
Capital Projects
Total Net Assets

Primary Government

Governmental Activities

$ 3,300

51,576,745
934,461
9,064
2,655,308
55,178,878

61,406,035
116,584,913

3,271,968
829,461
649,336 -

29,965

4,780,730

117,480
4,898.210

61,406,035

47,311,634
1,864,473
1,104,561

$ 111,686,703
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NM Department of Game and Fish
Year Ended June 30, 2012

Statement of Activities

Net (Expense)
Program Revenues Revenue
Primary
Government
Charges Operating
. for Grants and Governmental
Functions/Programs Expenses Services Contributions Activities
Primary Government
Governmental Activities:
Game and Fish Resource Conservation $ 32,521,811 24112498 $ 12,594,062 § 4,184,749
Total Governmental Activities 32,521,811 24,112,498 § 12,594,062 § 4,184,749
General Purpose Revenues and
Transfers:
Revenues
Unrealized gain or loss on
investments . 5,965
Other Financing Sources STB
Proceeds 256,930
Interest Earned 71,068
Inter Agency Transfers (497,300)
Total General Purpose Revenues
and Transfers (163,337)
Change in Net Assets 4,021,412
Net Assets at Beginning of Period 107,665,291

Net Assets at End of Period

$ 111,686,703
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ASSETS

Cash
Investments

Accounts Receivable
Due from Other State Agencies
Due from Federal Government
Due from other funds

Total Assets
LIABILITIES

Accounts payable
Accrued Payroli
Other Liabilities
Due to other funds
Total Liabilities
FUND BALANCE

Restricted

Total Fund Balance

Total Liabilities and Fund Balance

NM Department of Game and Fish
June 30, 2012

Balance Sheet
Governmental Funds

Game Capital Other Total

Protection Projects - Governmental Governmental
Fund - 19800 88700 Funds Funds

3 3,300 $ - $ - $ 3,300
37,354,536 1,128,286 13,093,923 51,576,745
934,461 - - 934,461
7,394 - 1,670 9,064
2,167,930 114,017 373,361 2,655,308
- - 605,546 605,546
$ 40,467,621 $ 1,242,303 $ 14,074,500 $ 55,784,424
$ 2,256,424 $ 137,742 $ 877,802 $ 3,271,968
- 633,519 - 15,817 649,336
29,965 - - 29,965
605,546 - - 605,546
3,525,454 137,742 - 893,619 4,556,815
36,942,167 1,104,561 13,180,881 51,227,609
36,942,167 1,104,561 13,180,881 51,227,609
$ 55,784,424

$ 40,467,621 $ 1,242,303 $ 14,074,500
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NM Department of Game and Fish
June 30, 2012

Reconciliation of the Balance Sheet - Governmental Funds to the Statement of Net Assets

Total Fund Balance - Governmental Funds (Governmental
Fund Balance Sheet) $ 51,227,609

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

Capital assets used in governmental activities are not
financial resources and, therefore, are not reported in the

fund:
The cost of capital assets is: 87,313,187
Accumulated depreciation is: (25,907,152)

Total Capital Assets: 61,406,035

Long- term and certain other liabilities are not due and
payable in the current period and therefore are not reported
as liabilities in the funds. Long-term and other liabilities at
year end consist of:

Compensated absences payable: ' . (946,94 1)

Total Net Assets-Governmental Funds ¢ 111,686,703
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NM Department of Game and Fish

Year Ended June 30, 2012

Statement of Revenues, Expenditures, and Changes in Fund Balance
Governmental Funds

Revenues
Service Revenue
Federal Grants
Penalties
Interest Earned
Unrealized gain or loss on investments
Other Revenue
Total Revenues
Expenditures
Game and Fish Resource Conservation
Capital Outlay
Total Expenditures
Excess of Revenues Over
Expenditures .
Other Financing Sources (Uses)

Other Financing Sources STB Proceeds

inter Agency Transfers
Proceeds from Sale of Equipment
Intra- Agency Transfers
Net Other Financing Sources (Uses)
Net Change in Fund Balance
Fund Balance at Beginning of Period
Fund Balance at End of Period

$

Game Capital
Protection Projects -

Fund - 19800 88700
19,927,554 -
10,863,264 634,966
51,782 -
62,477 -
777,306 -
31,682,383 634,966
27,071,613 640,759
1,279,193 259,491
28,350,806 900,250
3,331,577 (265,284)
-- 256,930
(497,300) —
69,509 -
(547,500) 647,500
(975,291) 904,430
2,356,286 639,146
34,585,881 465,415
36,942,167 $ 1,104,561

Other Total
Governmental Governmental
Funds Funds
3,289,210 23,216,764
1,095,832 12,594,062
- 51,782
8,591 71,068
5,965 5,965
66,646 843,952
4,466,244 36,783,593
2,574,949 30,287,321
647,744 2,186,428
3,222,693 32,473,749
1,243,551 4,309,844
- 256,930
- (497,300)
- 69,509
(100,000) -
(100,000} (170,861)
1,143,551 4,138,983
12,037,330 47,088,626
$ 13,180,881 $ 51,227,609
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NM Department of Game and Fish
Year Ended June 30, 2012

Reconciliation of Governmental Funds Statement of Revenues, Expenditures, and
Changes in Fund Balance to the Statement of Activities

Total Net Change in Fund Balances - Governmental Funds $

Governmental funds report capital outlay as expenditures.
However, in the Statement of Activities, the cost of those
assets is allocated over their estimated useful lives and
reported as depreciation expense-Total Capital Assets less
Accumulated Depreciation

Capital outlay

4,138,983

2,186,428

Depreciation Expense (2,219,564 )

Excess of depreciation expense over capital outlay

In the Statement of Activities, certain operating expenses -
compensated absences (sick and annual leave) are measured
by the amounts earned during the year. In the Governmental
Funds, however, expenditures for these items are measured
by the amounts of financial resources used (essentially, the

amounts actually paid). The decrease in the liabilities for the
fiscal year was:

The Statement of Activities reports the loss on sale of
equipment, while the Statement of Revenues, Expenditures
and Changes in Fund Balance reports the proceeds. The
reconciling amount is the difference.

Changes in Net Assets-Governmental Activities ' ’ 3

(33,136)

131,069

(215,504)

4,021,412
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NM Department of Game and Fish
Year Ended June 30, 2012

Statement of Revenues and Expenditures - Budget and Actual
(Budgetary Basis) Game Protection Fund - 19800

Variance
_ Favorable
Budgeted Amounts (Unfavorabie)
: Final to
Original - Final Actual Actual

Revenues :
Service Revenue $ 22432500 $ 22432500 $ 19,927,554 $ (2,504,946)
Federal Grants 8,298,000 8,816,413 10,863,264 2,046,851
Interest Earned 41,000 41,000 62,477 21,477
Other Revenue 238,300 238,300 829,088 ) 590,788
Other Financing Sources 125,300 125,300 69,509 (55,791)
Total Revenues 31,135,100 31,653,513 31,751,892 98,379
Fund Balance Budgeted 3,178,100 3,725,600
Total Revenues and Fund ' .
Balance Budgeted 34,313,200 35,379,113
Expenditures
Personal Services and Benefits 19,902,200 19,222,200 16,072,284 3,149,916
Contractual Services 2,876,600 3,789,078 2,805,152 983,926
Other Costs 11,037,100 11,323,035 9,473,370 1,849,665
Other Financing Uses 497,300 1,044,800 - -
Total Expenditures 34,313,200 35,379,113 29,395,606 5,983,507

Excess of Revenues and Other
Sources Over Expenditures and
Other Uses - - 2,356,286

Note: There were no reconciling items required to get to the GAAP Basis.



ASSETS:
Cash

TOTAL ASSETS:

LIABILITIES:
Due to others

TOTAL LIABILITIES:

NM Department of Game and Fish
Year Ended June 30, 2012

Statement of Fiduciary Assets and Liabilities
‘ Agency Funds

$ 80,861
$ 80,861
$ 80,861
$ 80,861
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NM Department of Game and Fish
June 30, 2012
Notes to Financial Statements -

NATURE OF ORGANIZATION
Reporting Entity

The State Game Commission and the Department of Game and Fish were created by the laws of 1921,
Chapter 17 (17-1-1 through 17-7-3) NMSA, 1978 Compilation.

e NManagement

Game and Fish is headed by the State Game Commission. Under the terms of Section 17-1-2, NMSA, -
1978, the Commission is composed of seven members appointed by the Governor with the advice and
consent of the Senate for four-year terms. A director is employed by the Commission.

¢ Role of the Department _

Under Chapter 17 of the New Mexico Statutes, 1978 Compilation, the Department of Game and Fish
(Department) is charged with the following responsibilities: to provide an adequate and fiexible system
for the protection of the game and fish of New Mexico; the use of these resources for public recreation
and food supply; and for the propagation of game by planting, protection, regulation and conservation to
the extent necessary to maintain an adequate supply of game and fish within the State of New Mexico.

The principal goal of the Department is to manage all of the State’s wildlife resources and their habitat for
the enjoyment, appreciation, economic benefit and scientific instruction of present and future generations
of New Mexicans. -

¢ Divisions
In order to meet the goals and legislative mandates, the Department is organized by operational divisions.
A summary of the functions of each division is set forth as follows:

The Administration Division primarily responsible for the overall administration of day-to-day
field activities. The Director’s office coordinates the overall directives of the State Game
Commission and administers all fish and wildlife activities of the Department. The deputy director
and two assistant directors administer and direct the activities and management of the divisions.
Human Resources, Planning, Aircraft, Resource Partnership and Equal Employment Opportunity
are under the Administration Division.

The Administrative Services Division provides and maintains fiscal and financial control
records necessary for sound management of the Department. They develop effective internal
control procedures to protect and establish accountability for all cash funds and other assets of
the Department. Accounting records include hunting and fishing licenses, property inventories
and supporting documents, financial reports and claims for reimbursements.

The Conservation Services Division ensures the integrity of fish and wildlife habitats in
conjunction with the Department’s principal obligation of maintaining the viability of all species of
wildlife in New Mexico. The Conservation Services Division oversees the endangered species,
habitat environment, lands, fish and wildlife resource education and the administration of the
Sikes Act and Share with Wildlife programs.
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NM Department of Game and Fish
June 30, 2012
Notes to Financial Statements

NATURE OF ORGANIZATION - continued

Divisions - continued:

The Wildlife Management Division plans and coordinates all programs and activities involving
research, management, regulation, propagation, planting and habitat concerning game birds and
game mammals. This Division participates and coordinates in delineating wildlife research needs
that are essential to properly formulate management strategies with respect to a holistic approach
to habitat management.

The Fisheries Management Division is concerned with the production and distribution of game
fish, development of fishing waters and management and research programs needed to protect
and expand the sport fishing resources of the State. The State trout hatcheries are: Parkview
Hatchery in Rio Arriba County; Red River Hatchery in Taos County; Seven Springs hatchery in
Sandoval County; Rock Lake Hatchery in Guadalupe County; Glenwood in Catron County; and
Lisboa Springs in San Migue! County.

The Public Information & Outreach Division plans and coordinates the dissemination of
information statewide. This includes public information and awareness programs concerning
Department policies, programs and activities. They utilize newspapers and other publications;
produce radio and television programs; handle the state fair booth and other exhibits; assist all
personnel with personal appearance programs before schools and organizations; publish New
Mexico Wildlife magazine, informational literature and hunting and fishing regulations; and
supervise the conservation education and mandatory hunter training programs required by State

"~ Law.

The Law Enforcement and Field Operations Divisions consist of the four area offices of the
Department, their district wildlife officers and the staff in Santa Fe. Responsibilities of the
Divisions include field patrol; investigations; hunter, angler and trapper check; depredation
control; acquisition of research and management data; covert enforcement operations; and
support of virtually all Department functions.

The Information Systems Division provides database design and support, systems analysis,
software design, development, implementation, training and support for computer applications
used by the various divisions of the Department of Game and Fish. In addition, it maintains an
extensive network of computers and communications equipment, along with a complete backup
and disaster recovery system. It provides technical assistance to all users of both networked and
personal computers. lts primary interest, however, is in ensuring that Department personnel have
ready access to all available information and data needed by the Commission or the
Department’s administration for making well informed decisions in wildlife management issues.

Future Objectives ) '
The Department’s primary concern will continue to be the protection, conservation and management of

the State’s wildlife resources. The Department will become increasingly involved in broader areas of
environmental concern, particularly if man-made changes in the total environment and wildlife habitat
have impacts upon the wildlife resource.
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NM Department of Game and Fish
June 30, 2012
Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

¢ Financial Reporting

The Department is part of the primary government of the State of New Mexico, and its financial data
should be included with the financial data of the State. However, New Mexico does not at present issue
an audited Comprehensive Annual Financial Report inclusive of all agencies of the primary government.

included withih the financial report of the Department are all of the programs and funds that are
administered or controlied by the Department.

No entities were noted that should be considered component units of the Department. No entities were
specifically excluded as none were noted as meeting any of the criteria for potential inclusion. The
Department has no component units.

¢ Basic Financial Statements

The financial statements of the Department have been prepared in accordance with accounting
principles generally accepted in the United States of America (GAAP) as applied to governmental
units. The Governmental Accounting Standards Board (GASB) is the standard-setting body for
governmental accounting and financial reporting. Pronouncements of the Financial Accounting
Standard Board (FASB) issued after November 30, 1989 are not applied in the preparation of the
financial statements of the proprietary fund type in accordance with GASB No. 20. The GASB
periodically updates its codification of the existing Governmental Accounting and Financial
Reporting Standards, which, along with subsequent GASB pronouncements (Statements and
Interpretations), constitutes GAAP for governmental units.

The basic financial statements include both government-wide (based on the Department as a
whole) and fund financial statements. The new reporting model! focus is on either the Depariment
as a whole or major individual fund (within the fund financial statements). Both the government-
wide and fund financial statements (within the basic financial statements) categorize primary
activities as governmental activities. In the government-wide Statement of Net Assets, the
governmental activities column is presented on a consolidated basis by column, and is refiected
on a full accrual, economic resources measurement focus basis, which incorporates long-term
assets and receivables as well as long-term debt and obligations. Funds that are fiduciary in
nature are excluded from the government-wide statements and the fund statements.

e Government-wide Financial Statements v

The government-wide Statement of Activities reflects both the gross and net cost per functional -
category. The Statement of Activities reduces gross expenses (including depreciation) by related
program revenues, operating and capital grants. The program revenues must be directly
associated with the function.
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NM Department of Game and Fish
June 30, 2012
Notes to Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

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

e Fund Financial Statements :

Emphasis here is on major funds. Major funds under GASB No. 34 are described as funds with
balances exceeding 10 percent of the total assets, liabilities, revenues or expenditures for all
funds of that category or type. An entity’s general fund is always considered a major fund. The
Department’s funds are classified in the accompanying fund statements in accordance with the
GASB No. 34 requirements. :

The governmental fund statements are presented on the current financial resources
measurement focus and modified accrual basis of accounting. This presentation is deemed
appropriate to (a) demonstrate legal compliance, (b) demonstrate the source and use of liquid
resources, and (c) demonstrate how the Department actual experience conforms to the budget or
fiscal plan.

Since the governmental fund statements are presented on a different measurement focus and
basis of accounting than the government-wide statements’ governmental column, a reconciliation
is presented on the page following each statement, which briefly explains the adjustment
necessary to transform the fund based financial statements into the governmental column on the
government-wide presentation.

The financial transactions of the Department are reported in individual funds in the fund financial
statements. Each fund is accounted for by providing a separate set of self-balancing accounts
that comprises its assets, liabilities, reserves, fund equity, revenues and expenditures/expense.
The various funds are reported by generic classification within the financial statements.

e Basis of Presentation - Fund Accounting
The following fund types and account groups are used by the Depariment;

Governmental Funds - All governmental fund types are accounted for on a spending or
financial flow measurement focus. Only current assets and current liabilities are generally
included on their balance sheets. Their reported fund balance (net current assets) is
considered a measure of availabie spendable resources. Governmental fund operating
statements present increases (revenues and other financing sources) and decreases.
(expenditures and other financing uses) in net current assets. Accordingly, they are said to
present a summary of sources and uses of available spendable resources during a period.

Due to their spending measurement focus, expenditure recognition for governmental fund
types is limited to exclude amounts represented by noncurrent liabilities. Since they do not
affect net current assets, such long-term amounts are not recognized as governmental fund
type expenditures or fund liabilities. However, they are reported as liabilities in the
government-wide financial statements.

Game Protection Fund -SHARE Fund No. 19800 - The Game Protection Fund is the
general operating fund of the Department of Game and Fish. |t is used to account for all
financial resources except those required to be accounted for in another fund. Under
Section 17-1-14, NMSA, 1978, the Game Protection Fund is a non-reverting fund. The
State Game Commission shall have general control over the collection and disbursement
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NN Department of Game and Fish
June 30, 2012
Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

e Basis of Presentation - Fund Accounting - continued
Game Protection Fund — continued:

of all money collected or received under the State laws for the protection and propagation
of game and fish. The money shall be paid over to the State Treasurer to the credit of
the Game Protection Fund, and the Fund, including all earned income there from, shall
not be transferred to another fund. Chapter 17 NMSA 1978 shall be a guaranty to the
person who pays for hunting and fishing licenses and permits that the money in the Fund
shall not be used for any purpose other than as provided in Chapter 17 NMSA 1978.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds
of specific revenue sources that are legally restricted to expenditures for specified
purposes. The Special Revenue Funds are:

Habitat Management Fund-SHARE Fund No. 49400 - The Habitat Management Fund
was created under Section 17-2-14, NMSA, 1978. The fund is a non-reverting fund.
The purpose of the fund is for the improvement, maintenance, development and
operation of property for fish and wildlife habitat management. It is funded through
the sale of habitat management stamps. Anyone purchasing a resident or non-
resident license or a wildlife-associated recreation permit must purchase a habitat
management stamp. The Habitat Management Fund is a hon-major fund.

Big Game Enhancement Fund-SHARE Fund No. 77200 - Under the terms of Section
17-3-16.1, NMSA, 1978 compilation, all money collected from the issuance and sale
of the bighorn sheep and elk enhancement permits shall be credited to the Game
Protection Fund to be used exclusively for bighorn sheep, elk and deer preservation,
restoration and management. Under Section 17-1-14, NMSA, 1978, the fund is a
non-reverting fund. The Big Game Enhancement Fund is a non-major fund.

Big Game Depredation Fund-SHARE Fund No. 54300 - The Big Game Depredation
Fund was created by the 2001 Legislature to establish a program to correct damage
to federal, state or private land caused by big game and to prevent such damage in
the future. It is funded through the sale of big game depredation stamps. Anyone
purchasing a big game hunting license must purchase a big game depredation
stamp. Under Section 17-3-13.3, the fund is a non-reverting fund. The Big Game
Depredation Fund is a non-major fund.

Trail Safety Fund-SHARE Fund No. 10840 — The Trail Safety Fund was established
under statute 66-3-1019, NMSA 1978. The fund is non-reverting and consists of
revenues from off-highway motor vehicle registration and user fees, grants and
donations. The Trail Safety Fund is a non-major fund.

Sikes Act Fund-SHARE Fund No. 09700 - The Sikes Act Fund was created by U.S.
Public Law 93-452 (Sikes Act). The fund is used to account for the issuance and
sale of public land management area stamps. The fees collected for these stamps
are used exclusively in carrying out conservation and rehabilitation programs as
defined in the Sikes Act. Under Section 17-1-14, NMSA, 1978, the fund is a non-
reverting fund. The Sikes Act Fund is a non-major fund.
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NM Department of Game and Fish
June 30, 2012
Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

e Basis of Presentation - Fund Accounting - continued
Special Revenue Funds — continued:

Share with Wildlife Fund-SHARE Fund No. 30700 - The need for a “Share with
Wildlife Fund” was established by Chapter 343, Laws of 1981, which required that
additional wildlife funds be provided from a voluntary check-off designation of tax
refunds due to the taxpayer on the New Mexico state income tax form. This program
is supplemental to any other funding and is in no way intended to take the place of
the funding that would otherwise be appropriated to the Department. Under Section
17-1-14, NMSA, 1978, the fund is a non-reveriing fund. The Share with Wildlife Fund
is a non-major fund.

Debt Service Fund - Debt Service Funds are funds used to account for the repayment of
principal and interest of long-term debt. The Debt Service Fund is:

Bond Interest and Retirement Fund-SHARE Fund No. 42800 - Under Section 17-1-
22, NMSA, 1978, the fund is a non-reverting fund and is used to account for the
accumulation of resources and the payment of principal and interest of bonds issued
under the Game and Fish Bond Act. The Bond Interest and Retirement Fund is a
non-major fund.

Capital Projects - Capital Projects funds are used to account for financial resources to
. be used for the acquisition or construction of major capital facilities.

Capital Qutlay Fund-SHARE Fund No. 88700 - Under Section 17-1-22, NMSA, 1978,
the fund is a non-reverting fund and is used to account for the capital projects
undertaken by the Department, as approved by the State Game Commission. Funds
deposited and utilized to finance the projects include the remaining monies from the
Fish and Wildlife Conservation Bonds of 1976 or surplus funds from the Bond
Retirement Fund, as well as severance tax bond proceeds. The Capital Outlay Fund
is a major fund.

Fiduciary (Agency) Funds -Fiduciary Funds include the Department’'s expendable
trust and agency funds, which are used to account for assets held by the Department
in the capacity of trustee or agent for individuals, other governmental entities, and/or
other funds. Expendable trust funds are classified for accounting purposes in
essentially the same manner as agency fund types, using the same measurement
focus and basis of accounting. Agency funds are custodial in nature (assets equal
liabilities) and do not involve measurement of results of operations.

These funds are not incorporated into the government-wide financial statements.
The Agency account is;

Operation Game Thief/Law Enforcement-SHARE Fund No. 78700 - The cash
balance in the Operation Game Thief/Law Enforcement Fund consists of donations
and unused special hunt fees.  The money is used to reward anonymous callers who
turn in wildlife violators to the Department. This fund is not maintained by the
Department of Finance and Administration. it has a separate bank account.
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NM Department of Game and Fish
June 30, 2012
Notes to Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

e Basis of Accounting

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

Accrual Basis - The accrual basis of accounting is utilized by the governmental funds and
fiduciary funds in the government-wide financial statements. Under this method, revenues
are recorded when earned and expenses are recorded at the time liabilities are incurred.

Modified Accrual Basis -All governmental funds (in the fund financial statements) are
accounted for using the modified accrual basis of accounting. Under the modified accrual
basis of accounting, revenues are recorded when susceptible to accrual; i.e., both
measurable and available. “Available” means collectible within the current period or within
60 days after year end. Expenditures are generally recognized under the modified accrual
basis of accounting when the related liability is incurred. The exception to this general rule
is that principal and interest on general long-term debt, if any, is recognized when due.

Reconciliation is presented on the pages following the Fund Balance Sheets and the
Statement of Revenues, Expenditures and Changes in Fund Balance. The reconciliations
briefly explain the adjustments necessary to transform the fund-based financial statements
(modified accrual basis) into the government-wide presentation (full accrual).

e Cash

Cash consists of cash on deposit with area banks, which are held for use by the Law
Enforcement Division. It also reflects a minor amount of cash maintained in petty cash accounts.
In the normal course of cash activity, the Department maintains cash at financial institutions
below the FDIC insured limits.

¢ Investments Held by State Treasurer’s Office and the State Investment Council .
Investments held by the State Treasurer’s Office consist of required deposits made to the State
Treasurer’s Office. The State Treasurer’s Office monitors the accounts and the State Treasurer
issues separate financial statements, which disciose the collateral pledged to secure these
deposits. The investments are valued at fair value based on guoted market prices as of the
valuation date.

The audit report of the financial statements was not received prior to the completion of this audit.
The State Treasurer invests all public monies held in excess of the minimum compensating
balance maintained with the fiscal agent bank in accordance with an investment policy approved
by the State Board of Finance.

It is the Commission’s position that all deposits at the State Treasurer's Office are reported at
carrying value, which reasonably estimates fair vaiue.

The Investment Council is a component of the primary government of the State of New Mexico.
The Investment Council pool of investments is monitored by the same investment committee, and
the same policies and procedures apply that apply to all other state investments at the Investment
Council.

29



NM Department of Game and Fish
June 30, 2012
Notes to Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

e Investments Held by State Treasurer’s Office and the State Investment Council -
continued :

The Depariment also maintains an investment account at the New Mexico State Investment
Council (Investment Council) for the Share with Wildlife Fund 30700. The investments are valued
at fair value based on quoted market prices as of the valuation date. Participation in the
Investment Council is voluntary under a Joint Powers Agreement. Other auditors perform the
audit of the Investment Council. The report was not received prior to the completion of this audit.

The Investment Council is a component of the primary government of the State of New Mexico.
Investment Council pool of investments is monitored by the same investment committee, and the
policies and procedures apply that apply to all other state investments at the Investment Council.

The Department participates in three investment pools that are offered by the Investment Council,
which include both equity and fixed investments. Investments are stated at fair value in
accordance with Statement No. 31 of the Governmental Accounting Standards Board (GASB 31).
Investment transactions are recorded on the trade date. Dividends are recognized as income
when declared.

The pool participation is based at the rate of $1,000 per unit at the time the funds were placed

into the pool by the participant. The pool invests in U.S. Treasury bonds and notes, government-

'sponsored enterprise and agency issues and corporate bonds and notes. The original

investment was $550,000 or 550 units.

e Receivables

Federal - Various reimbursement procedures are used for federal awards received by the
Department. Consequently, timing differences between expenditures and program
reimbursements can exist at any time during the fiscal year. Receivable balances at fiscal year-
end represent an excess of modified accrual basis expenditures over cash reimbursements
received to date. The expenditures on federal grants are disclosed in the accompanying
Schedule of Expenditures of Federal Awards.

Vendors - Accounts receivable from vendors represent amounts due from the sale of hunting and
fishing licenses for June 2012. Amounts are to be remitted to the Department by the tenth (10")
of the month following the month of sale. All receivables are believed to be fully collectible;
therefore, no allowance has been recorded.

Interest - Interest on investments is recorded as revenue in the year the interest is earned and is
available to pay liabilities of the current period.
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NM Department of Game and Fish
June 30, 2012
Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
e Nature and Purpose of Reservations and Designations of Fund Balances
Government-wide Statements
Eq_uity is classified as net assets and displayed in three components:

Invested in capital assets, consists of capital assets net of accumulated depreciation.

Restricted net assets consists of net assets with constraints placed on their use either by
(1) external groups such as creditors, grantors, contributors or laws or regulations of
other governments; or (2) law through constitutiona! provisions or enabling legislation.

Unrestricted net assets are all other net assets that do not meet the definition of restricted
or invested in capital assets, net of related debt.

Governmental Funds

In the governmental fund financial statements, fund balances are classified as non-
spendable, restricted, or unrestricted (committed, assigned, or unassigned). Restricted
represents those portions of fund balance where constraints placed on the resources are
either externally imposed or imposed by law through constitutional provisions or enabling
legislation. Committed fund balance represents amounts that can only be used for specific
purposes pursuant to constraints imposed by formal action of the Legislative and Executive
branches of the State. Assigned fund balance is constrained by the Legislature’s and
Executive Branch’s intent to be used for specific purposes or in some cases by legislation.
See Note 21 for additional information about fund balances.

Use of Restricted Resources

When an expenditure / expense 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 amounts in any of these unrestricted
classifications could be used, it is the State’s policy to spend committed resources first.

e Interfund Receivables and Payables
Short-term amounts owed between funds are classified as “Due toffrom other funds” in the fund
statements. In the government-wide statements, these amounts are eliminated.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

e Capital Assets

Capital assets are recorded as expenditures in the governmental funds and capitalized at cost in
the government-wide statements. The valuation bases for capital assets are historical cost, or
where historical cost is not available, estimated historical cost based on replacement. ltems
purchased or acquired with an original cost of $5,000 or more are capitalized and reported at cost
or estimated historical cost. Contributed assets are reported at fair market vaiue as of the date
received. Additions, improvements and other capital outlay that significantly extend the useful life
of an asset are also capitalized. Costs for repairs and maintenance are expensed as incurred. In
the fiscal year 2008, the capitalization policy changed from $1,000 to $5,000 for capitalizing
capital assets. The Department has elected to include assets that cost less than $5,000 but
equal to or more than $1,000, and were purchased prior to July 1, 2005, on their capital asset
inventory and financial statements.

Depreciation on assets is provided on a straight-line basis with no salvage value over the
following estimated useful lives: Fencing — 15 years; Furniture and Fixtures — 10 years; Data
Processing Equipment — 5 years; Equipment — 5 to 15 years; Automobiles — 6 to 12 years;
Buildings and Structures — 25 to 50 years. Land, Land Improvements, Work in progress is not
depreciated. Software acquired is capitalized and depreciated over 5 years. The Department
has no internally developed software that requires capitalization. All capital assets are free of
related debt.

e Compensated Absences

Qualified empioyees are entitled to accumulate annual leave according to a graduated leave
schedule of 80 to 160 hours per year, depending upon length of service and employee’s hire
date. A maximum of 30 working days (240 hours) or such accumulated annual leave may be
carried forward into the beginning of the calendar year and any excess leave is lost.

When employees terminate, they are compensated for accumulated unpaid annual leave as of
the date of termination, up to a maximum of 240 hours. Accumulated annual leave is not
expected to be liquidated with expendable available financial resources and is reported in the
general long-term debt group.

Qualified employees are entitled to accumulate sick leave at the rate of one day for each calendar
month of service. There is no limit to the amount of sick leave that an employee may accumulate.
Once per fiscal year in either January or July, employees may elect to be paid up to 50% of
accrued sick leave in excess of 600 up to 720 hours, but not to exceed 120 hours (net 60 hours
can be paid). In the case of retiring employees, up to 200 net hours in excess of 600 hour
minimum limit can be paid. Sick ieave balances from 600 to 720 hours are recorded at 50% of
the employee's current hourly rate in the compensated absences category.

® Program Revenues

Revenue items included in program revenues consist of sales of fishing and hunting licenses,
sales of special use stamps, penalties and fines, special hunt application fees and miscellaneous
permits. ltems included in other revenue consist of penalties and fines, sale of crops and lease of
land and equipment. :

e Budgets and Budgetary Accounting -
The Department follows these procedures in establishing the budgetary data reflected in the
financial statements:
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
e Budgets and Budgetary Accounting - continued

Legal compliance is monitored through the establishment of a budget and a financial control
system that permits a budget to actual expenditure comparison.

Expenditures by category may not legally exceed appropriations. Budgeted line-item
classifications may be amended upon approval from the State Budget Division. The basis of
accounting for the budget, as appropriated by the State Legislature and approved by the
State Budget Division, differs from the basis of accounting required by GAAP.

Per the General Appropriation Act, Laws of 2007, Chapter 28, Section 3, item N, “For the
purpose of administering the General Appropriation Act of 2008 and approving operating
budgets, the state of New Mexico shall follow the modified accrual basis of accounting for
governmental funds in accordance with the manual of model accounting practices issued by
the department of finance and administration.” The budget is adopted on the modified
accrual basis of accounting except for accounts payable accrued at the end of the fiscal year
that do not get paid by statutory deadline per Section 6-10-4 NMSA 1978. Those accounts

. payable that do not get paid timely must be paid out of the next year’s budget.

Encumbrances related to single year appropriations lapse at year end. Appropriation periods
are sometimes for periods in excess of twelve months (multiple-year appropriations). 'When
multiple- year appropriation periods lapse, the authority for the budget also lapses and
encumbrances can no longer be charged to that budget. The legal level of budgetary control

. should be disclosed. There are no encumbrances outstanding at year-end with the exception

of Capital Projects, Fund 887, because the Capital Projects Funds include multi-year
appropriations.

CASH

Cash in banks consists of cash on deposit with area banks amounting to $80,861 which is primarily held
for use by the Law Enforcement Division. These deposits are insured or collateralized with securities
held by its agent in the entity’s name. The Department completes a cash reconciliation, by fund, to verify
the cash balances that are stated in the State’s central account system, SHARE. This process has been
in place prior to the implementation of SHARE and it will continue monthly for the Depariment. -

GENERAL FUND INVESTMENT POOL NOT RECONCILED

In June 2012 an independent expert diagnostic report revealed that the General Fund
investment Pool balances have not been reconciled at the business unit/fund level since the
inception of the Statewide Human Resources, Accounting, and Management Reporting System.
(SHARE) system in July of 2006. The Diagnostic report is available in the Resources section of
the Cash Control page of the New Mexico Department of Finance & Administration’s website
at: http://www.nmdfa.state.nm.us/Cash_Control.aspx. The document title is Current State
Diagnostic of Cash Control.

The General Fund investment Pool is the State of New Mexico’'s main operating account. State
revenues such as income taxes, sales taxes, rents and royalties, and other recurring revenues
are credited to the General Fund Investment Pool. The fund also comprises numerous State
agency accounts whose assets, by statute (Section 8-6-3 NMSA 1978), must be heid at the
State Treasury. '
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As of June 30, 2012, the General Fund Investment Pool has not been reconciled at the
business unit/fund level. Essentially, independent, third-party verification/confirmation of the
Department of Game and Fish balances at the business unit/fund level is not possible.

Under the direction of the State Controller/Financial Control Division Director, the Financial
Control Division of the New Mexico Department of Finance & Administration(DFA/FCD) is
taking aggressive action to resolve this serious problem. DFA/FCD has commenced the Cash
Management Remediation Project (Remediation Project) in partnership with the New Mexico
State Treasurer’s Office, the New Mexico Department of Information Technology, and a
contracted third party PeopleSoft Treasury expert.

The purpose of the Remediation Project is to design and implement the changes necessary to
reconcile the General Fund Investment Pool in a manner that is complete, accurate, and
timely. The Remediation Project will make changes to the State’s current SHARE system
configuration, cash accounting policies and procedures, business practices, and banking
structure. DFA is responsible for the State’s book to bank reconciliation. The scheduled
implementation date for the changes associated with the Remediation Project is February 1,
2013. An approach and plan to address the population of historical reconciling items will be
developed during the Remediation Project, but a separate initiative will be undertaken to
resolve the historical reconciling items.

The initial phase of the Remediation Project, completed on October 11, 2012, focused on
developing a project plan and documenting current statewide business processes. The work
product of the initial phase of the Remediation Project is a document entitled Cash
Management Plan and Business Processes. This document is available on the Cash Control
page of the New Mexico Department of Finance & Administration’s website at:
http://www.nmdfa.state.nm.us/Cash_Control.aspx.

INTEREST IN THE GENERAL FUND INVESTMENT POOL

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

At June 30, 2012, the Department had $50,587,384 invested in the General Fund Investment
Pool.

¢ Interest Rate Risk - The New Mexico State Treasurer's Office has an investment
policy that limits investment maturities to five years or less on allowable investments.
This policy is 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.

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

For additional GASB 40 disclosure information regarding cash held by the New Mexico State
Treasurer, the reader should see the separate audit report for the New Mexico State
Treasurer's Office for the fiscal year ended June 30, 2012.
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INVESTMENTS

State law requires the Department’s investments to be managed by the New Mexico State
Treasurer's Office, with the exception of those beloriging to the Share with Wildlife Fund (see
Schedule 1). The Department has entered into a joint powers agreement with the State
investment Council, which is authorized to offer investment advisory or management services,
including the Pooled Investment.

Funds, pursuant to section 6-8-7.G, NMSA 1978. Accordingly, the investments of the
Department consist of investments in the investment pools managed by these two entities.

The fair value of the investments maintained at the New Mexico State Treasurer’s Office and the
State Investment Council External Pooled Investment Funds are as follows at June_30, 2012:

Investment Maturities Fair Value

New Mexico State Treasurer’s Office:

General Fund Investment Pool 1 day to 3 years $ ’ 50,587,384
State Investment Council:
Equity funds:
Non-U.S. Developed Markets N/A : 57,473
Emerging Markets N/A 54,667
Fixed Income:
U.S. Core Bonds 1 to 39 years 409,525
Large Cap Index N/A 354,285
Mid/Small Cap Index N/A : 113,411
State Investment Council Total ' 989,361
Total Investments $ 51,676,745

e Interest Rate Risk ,
The Department does not have an investment policy that limits investment maturities as a means
of managing its exposure to fair value losses arising from increasing interest rates.

e Credit Risk

For additional GASB 40 disclosure information related to the above investment pools, the reader
should refer to the separate audit reports for the State Treasurer's Office and the State
Investment Council for the fiscal year ended June 30, 2012.
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DUE FROM AND DUE TO OTHER FUNDS

The following are short-term amounts owed between funds and are classified as due from/to
other funds:

A. Due From Other Funds

Amount Due To

Non-Major Funds Amount

an-Major Funds (Funds 30700, 42800, 49400, 54900, 09700)

$ 605,546
Total All Funds $ 605,546
B. Due To Other Funds
Amount Due From
Major Fund Amount
Game Protection (Fund 19800) - . % 605,546
Total All Funds - | $ 605546

The amounts due to/from are primarily the result of revenue transfers between funds which are
outstanding at year end. All the balances are expected to be paid during fiscal year 2013.
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DUE FROM AND DUE TO OTHER STATE AGENCIES

Due from and due to other state agencies represent interagency receivables and
payables arising from interagency transactions.

A.

The Department had no amounts due to other state agencies at June 30, 2012.

Due From Other State
Agencies’

Due From Other State
Agencies '

Game Protection Fund

Sikes Fund

Trail Safety Fund

Share with Wildlife Fund

Bond Interest & Retirement Fund
Big Game Depredation Fund

Big Game Enhancement Fund

Due From Agency/Fund

STO-Interest on Deposits

STO-Interest on Deposits
STO-Interest on Deposits

STO-Interest on Deposits

STO-Interest on Deposits
STO-Interest on Deposits

STO-Interest on Deposits

Fund No.

19800
09700
10840

30700
42800

54900
77200

80100
80100
80100

80100
80100
80100

80100

Amount

7394

257
393

361
157

499
9,064

7,394
257
393

361
157

499
9,064
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A summary of changes in capital assets follows:

Governmental-type Balance . . Balance
Activities June 30,2011 Additions Deletions June 30, 2012
Land $ 3,077,666 340,229 (130,403) $ 33,287,492
Rights and easements 400,656 . (2,597) 398.059
Library and museum 1000 _ _ 1000
Work in progress 03 554 _ _ 93 554
Total non-depreciable
assets 33,572,876 340,229 (133,000) 33,780,105
infrastructure 9,311,872 437,102 (53,952) 9,695,122
Fencing 4,412,941 474,720 - 4,887,661
Furniture and fixtures 757 153 22720 _ 779 873
Data processing equipment 350,208 98,185 (18,696) 429,697
Equipment 6,139,434 241,133 (52,158) 6,328,409
Automobiles 5,692,476 560,260 (477,347) 5,775,389
Buildings and structures 25,780,316 12,079 (155,464) 25,636,931
Total depreciable assets 52,444,500 1,846,199 (757,617) 53,533,082
Less accumulated
depreciation: .
Infrastructure (5,624,348) (257,023) 53,952 (5,827,419)
Fencing (2,408,425)  (380,076) - (2,788,501)
Furniture and fixtures (290,977) (26,261) ) (317,238)
Data processing ‘
equipment (291,391) (36,132) 18,696 (308,827)
Equipment (4,348,857)  (225,635) 52,158 (4,522,334)
Automobiles (3,428,385)  (481,182) 474,110 (3,435,457)
Buildings and structures (7,970,318)  (813,255) 76,197 (8,707,376)
Total accumulated
depreciation (24,362,701)  (2,219,564) 675,113 (25,907,152)
Total capital assets, net $ 61654675 (215,504) $ 61,406,035

$§ (33.136) §

Depreciation of $2,219,564 was charged to the Game and Fish Resource Conservation Program,“ '
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9. REVERSIONS .
The Department did not have any capital projects funded with Severance Tax Bonds or Game
Protection Fund that expired during the year.

10. LONG-TERM LIABILITIES

The following is a summary of changes in long-term liabilities for the year ended June 30, 2012:

Balance at

Balance at
June 30, 2011 Increase Decrease June 30, 2012
Compensated :
" absences payable $ 1,078,010 $ 792229 % (923.298) $ 946,941
Due within one year: ' ' $ 829,460
The Game Protection Fund is used to liquidate compensated absences.
11. OPERATING TRANSFERS
Operating transfers consist of the following for the year ending June 30, 2012:
Intra-agency Transfers
Transfers Transfers
Agency/Fund In Out Total
516-19800 Game Protection Fund — Major Fund  $ - (547,500) (547,500)
516-42800 Bond Interest Fund - (100,000) (100,000)
51 6-887QO Capital Improvement Fund 647,500 - 647,500
$ 647,500 (647,500) -
Inter-agency Transfers
Transfers Transfers
Agency/Fund In Out Total
516-19800 Game Protection Funq —Major Fund  § -3 (497,300) (497,300)
516-88700 Capital Improvements Fund — Major '
. Fund _ 256,930 - 256,930
$ 256,930 $ (497,300) (240,370)
521-19900 Energy, Minerals & Natural ,
Resources Department 497,300 - 497,300
341-85300 Department of Finance &
Administration: - (256,930) (256,930)
$ 497,300 $ (256,930) 240,370

Transfers are largely the result of appropriétion and severance tax draw activity occurring between the Game
Protection Fund, Capital Projects Fund and the Department of Finance and Administration.
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PENSION PLAN - PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

e Plan Description

Substantially all of the Department'’s full-time employees participate in a public employee
retirement system authorized under the Public Employees Retirement Act (Chapter 10, Article 11,
NMSA 1978). The Public Employees Retirement Association (PERA) is the administrator of the
plan, which is a cost-sharing multiple-employer defined benefit retirement plan. The plan
provides for retirement benefits, disability benefits, survivor benefits and cost-of-living
adjustments to plan members and beneficiaries. PERA issues a separate, publicly available
financial report that includes financial statements and required supplementary information for the
plan. That report may be obtained by writing to PERA, P.O. Box 2123, Santa Fe, NM 87504-
2123. The report is also available on PERA's website at www.pera.state.nm.us.

e Funding Policy

Plan members are required to contribute 7.42% of their gross salary. The Department is required
to contribute 16.59% of the gross covered salary. The contribution requirements of plan
members and the Department are established in State statute under Chapter 10, Article 11,
NMSA 1978. The requirements may be amended by acts of the legislature. The Department's
contributions to PERA for the fiscal years ending June 30, 2012, 2011 and 2010 were
$1,427,821, $1,674,441 and $1,776,233, respectively, which equal the amount of the required
contributions for each fiscal year.

POST-EMPLOYMENT BENEFITS — STATE RETIREE HEALTH CARE PLAN

e Plan Description

The Department contributes to the New Mexico Retiree Health Care Fund, a cost-sharing
multiple-employer defined benefit postemployment healthcare plan administered by the New
Mexico Retiree Health Care Authority (RHCA). The RHCA provides health care insurance and
prescription drug benefits to retired employees of participating New Mexico government
agencies, their spouses, dependents, and surviving spouses-and dependents. The RHCA Board
was established by the Retiree Health Care Act (Chapter 10, Article 7C, NMSA 1978). The
Board is responsible for establishing and amending benefit provisions of the healthcare plan and
is also authorized to designate optional and/or voluntary benefits like dental, vision, supplemental
life insurance, and long-term care policies.

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

The RHCA issues a publicly available stand-alone financial report that includes financial
statements and required supplementary information for the postemployment healthcare plan.
That report and further information can be obtained by writing to the Retiree Health Care
Authority at 4308 Carlisle NE, Suite 104, Albuguerque, NM 87107. -
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POST-EMPLOYMENT BENEFITS — STATE RETIREE HEALTH CARE PLAN - continued

e Funding Policy

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

The Retiree Health Care Act (Section 10-7C-15 NMSA 1978) is the statutory authority that
establishes the required contributions of participating employers and their employees. During the
fiscal year ended June 30, 2012, the statute required each participating employer to contribute
1.834% of each participating employee’s annual salary; each participating employee is required
to contribute .917% of their salary. In the fiscal year ending June 30, 2013, the contribution rates
for employers and employees will rise as follows:

For employees who are not members of an enhanced retirement plan, the contribution rates are
as follows:

Fiscal Year Employer Contribution Rate Employee Contribution Raie
FY 13 2.000% 1.000%

Also, employers joining the program after 1/1/98 are also required to make a surplus-amount
confribution to the RHCA based on one of two formulas at agreed-upon intervals. The RHCA plan
is financed on a pay-as-you-go basis. The employer, employee and retiree contributions are
required to be remitted to the RHCA on a monthly basis. The statutory requirements for the
contributions can be changed by the New Mexico State Legislature.

The Department's contributions to the RHCA for the years ended June 30, 2012, 2011 and 2010
was $204,640, $156,887 and $166,013 respectively, which equal the required contributions for
each year.

COMMITMENTS AND CONTINGENCIES

e Operating Lease Obligations :
The Department is committed under several leases for office space, grounds and various
equipment. These leases are considered for accounting purposes to be operating leases and are |

~ not reflected in the Department’s liabilities accrued at June 30, 2012.

The following is a schedule by years of future minimum lease payments required under operating
leases that have |nmal or remaining non-cancelable terms in excess of one year as of June 30,
2012
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16. COMMITMENTS AND CONTINGENCIES - continued

e Operating Lease Obligations - continued

Years ending June 30: ' Lease Amounts

2013 348,767
2014 , | 352,845
2015 352,877
2016 178,066
2017 180,403
2018 thereafter 1.423.798

$ 2,836,756

Total lease expense for the year ended June 30, 2012 was $741,774.

e Federal Grants _
The Department receives federal grants, which may be refundabie in the event that all terms of
the grants are not complied with. [n the opinion of management, no material refunds will occur.

17.  SEVERANCE TAX BOND PROCEEDS

To comply with Governmental Accounting Standards Board Statement No. 33 (GASBS 33),
Accounting and Financial Reporting for Non-exchange Transactions, the Department has been
authorized by the Legislature for a portion of bond proceeds. The Severance Tax Bonds were
appropriated by Laws of 2008, Chapter 43, Section 18 for various capital projects. Under the
modified accrual basis of accounting, GASBS 33 requires that the recognition of revenue and
expenditures occur only when all applicable eligibility requirements have both been met. The
Department requests drawdowns from the State Board of Finance and recognized revenue only
when the eligibility requirements have been met. The Department requested $256,930 during the
year ending June 30, 2012.

18. RISK MANAGEMENT

The Department is exposed to various risks of loss related to torts: theft of, damage to and
destruction of assets; errors and omissions; and natural disasters for which the agency carries
insurance (Workers’ Compensation, Unemployment Compensation, Employee Liability and
Transportation Property), with the State of New Mexico Risk Management Division (RMD) of the
General Services Department. There are no pending or known threatened legal proceedings
involving material matters to which the Department is party. There were no significant reductions
or changes in insurance coverage from the prlor year. Settled claims did not exceed coverage in
any of the past three fiscal years.

19. JOINT POWERS AGREEMENTS

Details of Joint Powers Agreements are disclosed in Supplemental Schedule 3.
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MULTI-YEAR APPROPRIATIONS

The Capital Project Funds Statement of Revenues and Expenditures - Budget and Actual (Budget
Basis) does not include multiple year appropriation budgets. If multiple year budgets were

-included in the financial statements, the statements would be misleading.

GOVERNMENTAL FUND BALANCES

The Department’s fund balances represent. 1) Restricted purposes, which include balances that
are legally restricted for specific purposes due to constraints that are externally imposed by
creditors, grantors, contributors, or laws or regulations of other governments; 2) Committed
purposes, which include balances that can only be used for specific purposes pursuant to
constraints imposed by formal action of the Legislative and Executive branches; 3) Assigned
purposed, which includes balances that are constrained by the government’s intent to be used for
specific purposes, but are neither restricted or committed. A summary of the nature and purpose
of these reserves by fund type at June 30, 2012, follows:

The Department’s fund balances are restricted under the Code of Federal Regulation — Title 50:
Wildlife and Fisheries.

50CFR 80.3 — Assent Legislation states: A State fish and wildlife agency must certify the number
of people having paid licenses to hunt and paid licenses to fish because the Service uses these
data in statutory formulas to apportion funds in the Wildlife Restoration and Sport Fish
Restoration programs among the States.

50 CFR 80.4 - Diversion of license fees states: Revenues from license fees paid by hunters and
fishermen shall not be diverted to purposes other than administration of the State fish and wildlife
agency.

(a) Revenues from license fees paid by hunters and fishermen are any revenues the State
receives from the sale of licenses issued by the State conveying to a person the privilege to
pursue or take wildlife or fish. For the purpose of this rule, revenue with respect to license sales
by vendors, is considered to be the net income to the State after deducting reasonable vendor
fees or similar amounts retained by sales agents. License revenues include income from:

(1) General or special licenses, permits, stamps, tags, access and recreation fees or other
charges imposed by the State to hunt or fish for sport or recreation.

(2) Sale, lease, rental, or other granting of rights of real or personal property acquired or
produced with license revenues. Real property includes, but is not limited to, lands, building,
minerals, energy resources, timber, grazing, and animal products. Personal property includes, but
is not limited to, equipment, vehicles, machine, tools, and annual crops.

(3) Interest, dividends, or other income earned on license revenues.

(4) Project reimbursements to the States to the extent that license revenues originally funded the
project for which the reimbursement is being made.

(b) For purposes of this rule, administration of the State fish and wildlife agency include only
those functions required fo manage the fish and wildlife-oriented resources of the State for which
the agency has authority under State law.

(c) A diversion of license fee revenues occurs when any portion of license revenues is used for .
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GOVERNMENTAL FUND BALANCES - continued

any purpose other than the administration of the State fish and wildlife agency.

(d) If a diversion of license revenues occurs, the State becomes ineligible to part|c1pate under the
pertinent Act from the date the diversion is declared by the Director until;

(1) Adequate legislative prohibitions are in place to prevent diversion of license revenue, and

(2) All license revenues or assets acquired with license revenues are restored, or an amount
equal to license revenue diverted or current market value of assets diverted (whichever is
greater) is returned and properly available for use for the administration of the State fish and
wildlife agency.

(e) Federal funds obligated for projects approved prior to the date a diversion is declared remain
available for expenditure on such projects without regard to the intervening period of the State's
ineligibility.

. The remainder of this page is intentionally left blank.
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NM Department of Game and Fish
Year Ended June 30, 2011
Single Audit

Schedule of Expenditures of Federal Awards

Federal
CFDA Federal Participating
Federal Agency / Pass-Through Agency Number Expenditures
U.S. Department of interior:
U.S. Department of Interior:
Central Arizona Project 15.608 $ 50,748
Wildlife Conservation Education :
Center 15.625 4127
Hunter Safety Education Section 10 15.626 73,058
Cooperative Endangered S_pecies 15.615 296,257
Wolf Demo Project 156.650 1,936
Bureau of Reclamation Programs 16.517 5,436
BLM Challenge Cost Share 15.238 51,626
State Wildlife Incentive Grants . 15.634 584,652
Wildlife Restoration™ 15.611 5,603,536
Sport Fish Restoration* 15.605 5,878,380
Total U.S. Department of Interior: ‘ : 12,549,756
U.S. Department of Agriculture:
USDA-Cap Chronic Wasting Disease . 10.025 44,306
Total U.S. Department of Agriculture: 44,306
Total Federal Expenditures: $ ’ 12,594,062

*Sport Fish and Wildlife Restoration Cluster tested as a major pfo_gram.

See Notes to the Schedule of Expenditures of Federal Awards on Page 69.




NM Department of Game and Fish
Year Ended June 30, 2011
Single Audit

Schedule of Expenditures of Federal Awards — continued

Notes to the Schedule of Expenditures of Federal Awards

GENERAL

The accompanying Suppiemental Schedule of Expenditures of Federal Awards presents the activities of all federal
awards of the Department.

BASIS OF ACCOUNTING

The accompanying Supplemental Schedule of Expenditures of Federal Awards is presented using the modified
accrual basis of accounting, which is described in Note 2 to the Department’s general purpose financial statements.

NON-CASH ASSISTANCE
The Department did not receive any federal non-cash assistance during the year ended June 30, 2012.
SUBRECIPIENTS

The Department records disbursements to subrecipients on the cash basis of accounting for the purpose of
requesting reimbursement from the federal grantor agencies:

Type CFDA No. Amount
Boating Access, State Parks Division, New Mexico Energy, 15.605 $ 315,000

Minerals, and Natural Resources Department

Total disbursed to subrecipients $ 315000

69



CliftonLarsonAllen LLP
500 Marquette NW, Suite 800
Albuquerque, NM 87102

505-842-8290 | fax 505-842-1568

Clifton LarsonAllen www.cliftonlarsonallen.com

Independent Auditor’s Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Members of the Commission

State of New Mexico

New Mexico Department of Game and Fish
Mr. Hector Balderas ’
New Mexico State Auditor

We have audited the financial statements of the governmental activities, each major fund, the
aggregate remaining fund information and the budgetary comparisons for the general fund, and
the combining and individual funds and related budgetary comparisons presented as
supplementary information of the New Mexico Department of Game and Fish (the Department)
as of and for the year ended June 30, 2012, and have issued our report thereon dated
December 7, 2012. We conducted our audit in accordance with auditing standards generaily
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States. :

Internal Control over Financial Reporting

Management of the Department is responsible for establishing and maintaining effective internal
control over financial reporting. In planning and performing our audit, we considered the
Department's internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the entity's internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
entity's internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable

possibility that a material misstatement of the entity's financial statements will not be prevented,
or detected and corrected, on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose
" described in the first paragraph and was not designed to identify all deficiencies in internal
control over financial reporting that might be deficiencies, significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over financial reporting that
we consider to be material weaknesses, as defined above. However, we identified a certain
deficiency in internal control over financial reporting, described in the accompanying schedule of
findings and questioned costs as finding 12-02, which we consider to be a significant deficiency
in internal control over financial reporting. A significant deficiency is a deficiency or a
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combination of deficiencies in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Compliance and Other Matters

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

- We noted a certain matter that is required to be reported pursuant to Government Auditing

Standards paragraphs 5.14 and 5.16, and pursuant to Section 12-6-5, NMSA 1978, which is
described in the accompanying schedule of findings and questioned costs as finding 12-01.

The Department's responses to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit the Department's
responses and, accordingly, we express no opinion on them.

This report is intended solely for the information and use of management, Members of the
Commission, others within the Department, the New Mexico Department of Finance and
Administration, the State Auditor, the New Mexico Legislature, and federal awarding agencies
and pass-through entities, and is not intended to be and should not be used by anyone other
than these specified parties.

Albuguerque, New Mexico '
December 7, 2012
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CliftonLarsonAllen LLP
500 Marquette NW, Suite 800
Albuguerque, NM 87102

505-842-8290 | fax 505-842-1568

CliftonLarsonAllen www.cliftonlarsonallen.com

Independent Auditor’s Report on Compyliance with Requirements That Could
Have a Direct and Material Effect on Each Major Program and on Internal Control
over Compliance in Accordance with OMB Circular A-133

To the Members of the Commission of
State of New Mexico

Department of Game and Fish and
Mr. Hector H. Balderas

New Mexico State Auditor

Compliance

We have audited the compliance of the State of New Mexico Department of Game and Fish
(the Department) with the types of compliance requirements described in the OMB Circular A-
133 Compliance Supplement that could have a direct and material effect on each of the
Department’'s major federal programs for the year ended June 30, 2012. The Department’s
major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs. Compliance with the requirements
of laws, regulations, contracts and grants applicable to each of its major federal programs is the
responsibility of the Department’'s management. Our responsibility is to express an opinion on
the Department’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the Department’s
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our

opinion. Our audit does not provide a legal determination of the Department’s compliance with
those requirements. ‘ :

In our opinion, the Department complied, in all material respects, with the compliance |
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended June 30, 2012.

Internal Control over Compliance

Management of the Department is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts, and
grants applicable to federal programs. In planning and performing our audit, we considered the
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Department’s internal control over compliance with the requirements that could have a direct
and material effect on a major federal program to determine the auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the Department’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in
internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance
with a type of compliance requirement of a federal program will not be prevented, or detected
and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be deficiencies, significant deficiencies or material
weaknesses and, therefore, there can be no assurance that all deficiencies, significant
deficiencies or material weaknesses have been identified. We did not identify any deficiencies
in internal control over compllance that we consider to be material weaknesses, as defined
above.

This report is intended solely for the information and use of the management of the
Department, the New Mexico Office of the State Auditor, the New Mexico Legislature, the New
Mexico Department of Finance and Administration, and federal award agencies and pass-
through entities, and is not intended to be and should not be used by anyone other than these
specified parties.

Albuquerque, New Mexico
December 7, 2012
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STATE OF NEW MEXICO

DEPARTMENT OF GAME AND FISH

June 30, 2012

Section | - Summary of Auditor’s Results
Financial Statements |
% Type of auditor’s report issued: | Unqualified
| Internal control over financial reporting:
e Material weakness(es) identified? : [1yes '
¢ Significant deficiency(ies) identified
that are not considered to be

material weaknesses? Xl yes

Noncompliance material to financial
statements noted? ] yes

| Federal Awards
internal control over major programs:
o Material weakness(es) identified? ] yes

¢ Significant deficiencies identified
that are not considered to be material

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

] no

] none reported

X no

A no

) weakness(es)? ] yes } none reported
Type of auditor’s report issued on compliance for major program: Unqualified.
Any audit findings, disclosed that are
' required to be reported in accordance
with Section 510(a) of Circular A-1337 ] ves Xl no

Identification of major programs:

CFDA .

Number(s) Name of Federal Program or Cluster
15.605/611 Sport Fish/Wildlife Restoration Cluster

Dollar threshold used to distinguish '

between type A and type B programs $377,822

Auditee qualified as low-risk auditee? Xl yes ] no



STATE OF NEW MEXICO
DEPARTMENT OF GAME AND FISH
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
~June 30, 2012

Section Il - Financial Statement Findings N
Finding 12-01 Payroll Deductions (Control Deficiency)

Condition: During our testwork over the internal controls over payroll transactions, we
discovered that for one out of the twenty-two individuals tested, deductions for basic life and
disability coverage were elected by the employee but were not being withheld from his
paycheck. :

Criteria: As set forth in the New Mexico Manual of Model Accounting Practices (H.R.1.1,
Section F), state agency payroll staff are tasked with receiving general deduction information
from employees, validating the received document, and then entering the deductions into
SHARE so that payroil transactions appropriately reflect the desired withholdings.

Cause: An error was made by Department staff when processing this employee’s payroll .
deductions into SHARE.

Effect. The employee was not receiving the coverage he elected through his deduction form,
and the appropriate withholdings were not being made.

Recommendation: We recommend that a periodic audit be performed by payroll staff at the
Department, whereby a random selection of employees is made periodically. For each
employee selected, Department staff should compare the deductions on file in personnel
records to the actual deductions being taken through SHARE payroll.

Management’s Response: The Department recognizes that ensuring employee benefits are
accurately captured in the system is imperative. The Department has conducted periodic
reviews of all personnel files in the past and we will continue to maintain such efforts to
guarantee that all employee benefits have been entered properly.

Finding 12-02 Journal Entry Review (Significant Deficiency)

Condition: It was found during our audit that an incorrect journal entry was made to a cash
account in the amount of $156,427. The intention of the entry was to transfer cash between
sub-accounts for various funds. However a credit was made to an accumulated depreciation
account instead of the offsetting cash sub-account.

Criteria: The New Mexico Manual of Model Accounting Practices (FIN Section 3.5) sets forth
the prescribed processes for initiating and approval of journal entries, and this includes a review
by an authorized individual at the Department. Such reviews should include an evaluation of
the reasonableness and accuracy of the accounts being affected.

Cause: In this instance, the review process did not prevent an ihcorrect journal entry from
being made. Because the review process did not initially detect the incorrect entry, it resulted in
an audit adjustment to correct the balances.

J
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STATE OF NEW MEXICO
DEPARTMENT OF GAME AND FISH
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2012

Section Il — Financial Statement Findings (continued)
Finding 12-02 Journal Entry Review (Significant Deficiency) (continued)

Effect. Cash was understated and the accumulated depreciation account was understated by
$156,427.

Recommendation: We recommend that a more thorough review take place for journal entries,
whereby the accounts being affected are evaluated for accuracy. A monthly reconciliation of
SHARE cash balances will also assist in detecting such errors if mternal controls over the
journal entry process fail to prevent them.

Management’s Response: The Department acknowledges that an error was made in the
initial entry and the review of the entry did not immediately identify that error. The Department
currently has a process in place by which there is a second review of all journal entries, as
recommended. In this one instance, the review process did not find the error before posting the
journal to the general ledger. The Department will continue to work to thoroughly review all
journal entries and identify additional reconciliation processes to assist in finding such errors.
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STATE OF NEW MEXICO
DEPARTMENT OF GAME AND FISH
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2012

Section lll — Federal Award Findings and Questioned. Costs

There were no federal findings for the year ended June 30, 2012.
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STATE OF NEW MEXICO
, DEPARTMENT OF GAME AND FISH
SUNMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
June 30, 2012

Section Il — Financial Statement Findings

Finding 2011-01 Petty Cash Lockbox (Deficiency in Internal Control) — Resolved

The resolved finding pertained to a control deficiency encountered during a walkthrough of the
cash receipts process, where it was noted by the auditor that the petty cash box was not
secured in a locked safe.

Finding 2011-02 Credit Card Charge Error (Deficiency in Internal Control) — Resolved

The resolved finding pertained to a control deficiency encountered during testwork over the
operating effectiveness of internal controls in the cash receipts process. In one out of the thirty-
eight samples tested, it was discovered that a customer was charged $10 more than the price
of his license.

Section lll —~ Federal Award Findings and Questioned Costs

There were no Federal Award Findings and Questioned Costs for the year ended June 30,
2011.
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STATE OF NEW MEXICO
DEPARTMENT OF GAME AND FISH
EXIT CONFERENCE
June 30, 2012

An exit conference was held with the Department on December 5, 2012. The conference was
held at the Department’s offices in Santa Fe, New Mexico. In attendance were:

STATE OF NEW MEXICO DEPARTMENT OF GAME AND FISH

Thomas Salopek, Vice-Chairman

Jim Lane, Director

Dan Brooks, Deputy Director

Patrick Block, Assistant Director

R.J. Kirkpatrick, Assistant Director

Richard Welborn, Legal Council

Alexa Sandoval, Chief of Administrative Services Division
Sonya Quintana, Chief of Human Resources
Rhonda Holderman, Assistant Chief of Licensing
Gail Craven, Financial Auditor

Maggie Jaramillo, Financial Auditor

Jean Higgins, Federal Assistance Coordinator
Amy Stout, Federal Grants Budget Analyst

. CLIFTONLARSONALLEN LLP

Janet Pacheco-Morton, CPA, CGFM, Partner

Raul Anaya, CPA, CGFM, CFE, Senior Manager

Ryan Jones, CPA, Senior Associate

PREPARATION OF FINANCIAL STATEMENTS

The financial statementé presented in this report have been prepared by the Department with

-guidance from the independent auditor. They are the responsibility of management, as
addressed in the Independent Auditors’ Report.
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