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INDEPENDENT AUDITORS' REPORT

Timothy Keller
New Mexico State Auditor
and The Board of Directors
New Mexico Renewable Energy Transmission Authority

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, the general fund, and
the budgetary comparisons for the general fund of the New Mexico Renewable Energy Transmission
Authority (Authority), as of and for the year ended June 30, 2016, and the related notes to the financial
statements which collectively comprise the Authority's basic financial statements as listed in the table of
contents.

Management's Responsibility for the f inancial Statements

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

Auditors' Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of signifìcant accounting estimates made by management, as

well as evaluating the overall presentation of the financial statements.

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

ln our opinion, the financial statements referred to above present fairly, in all material respects, the respecttve

financial position of the goverìmental activities and the general fund of the Authority, as of June 30,2016,
and the respective changes in financial position and the respective budgetary comparison for the general fund
for the year then ended in accordance with accounting principies generally accepted in the United States of
America.

Bmphasis of Matters

As discussed in Note 9, the Authority has no employees and has operated on a very limited basis since August
3I,2075. The accompanying June 30, 2016 financiai statements have been prepared on the assumption the

Authority will continue as a going concern and do not include any adjustments that would result from the

outcome of this uncertainty of the Authority. Our opinion is not modifìed to this matter.

As discussed in Note 1, the financial statements of New Mexico Renewable Energy Transmission Authority
(Authority) are intended to present the net position and the changes in net position of only that portion of the
governmental activities, the major fund and the budgetary comparison statement for the general fund that are

attributable to the transactions of the Authority. They do not purport to, and do not, present fairly the net

position of the State of New Mexico as of June 30, 2016, and the changes in its net position thereof for the
year then ended in conforrnity with accounting principles generally accepted in the United States of America.
Our opinion is not modified with respect to this matter.

Other Matters

Accounting principles generally accepted in the United States of America require that the management's

discussion and analysis on pages 5 though 9 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 cefiain 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 obtain during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forrning opinions on the Authority's financial statements, the
general fund financial statement, and the budgetary comparison. The additional schedule listed as "other
supplemental information" in the table of contents is presented for purposes of additional analysis and are not
a required part of the basic financial statements. The additional schedule is the responsibility of management

and was derived from and relates directly to the underlying accounting and other records used to prepare the

basic financial statements. Such information has been subjected to the auditing procedures applied in the

audit of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opiniou, the information is

fairly stated in all material respects in relation to the basic financial statements taken as a whole.
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Other Supplemental Information

The Supplemental Schedule of Vendor Information in the table of contents is presented for purposes of
additionál analysis and is not a required parl of the basic financial statements, but required by the State Audit

Rule. Such information has nor been subjected to the auditing procedures applied in the audit of the basic

financial statements, and accordingly, we do not express an opinion or provide any assurances on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Aucliting Stctndards, we have also issued our report dated August 31, 2016 on

our consideration of the Authority's internal control over financial reporting and on our tests of its compiiance

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 résults of that testing, and do not provide an opinion on the internal control over financial reporting or

on compliance. That report is an integral parl of an audit performed in accordance with Government Auditing

Stanclards in considering the Authority's internal control over financial reporting and compliance'

Barraclough &
Santa Fe, New Mexico
August 31,2016
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STATB OF NBW MBXICO

New Mexico Renewable Bnergy Transmission Authority

Management's Discussion and Analysis
(Unaudited)

June 30,2016

The New Mexico Renewable Energy Transmission Authority's (Authority) discussion and analysis is

desig¡ed to assist the reader in focusing on significant financial issues, provide an oveliew of the Authority's

fìnancial activity, identify changes in the Authority's financial position (ability to address future year

challenges), identify any material deviations from the financial plan, and identify any fund issues of concem.

The Managernent's Discussion and Analysis (MD&A) is designed to focus on the past year's activities,

resulting changes and currently known facts and the Authority's financial statements and notes which follow

this section.

Financial I{ighlights

The Authority's government-wide net position decreased by $47,368 during the f,rscal year

2016.

. The Authority's total revenues were $70,089 during fiscal year 2016.

. The total expenses incurred to conduct the Authority programs were $117,457

Authority Purpose and tlighlights

The Autlrority was created in 2001 based on the Laws of 2007 . The purpose of the New Mexico Renewable

E¡ergy Transmission Authority Act (Act) is to create a governmental instrumentality to finance or plan

electric transmission facilities and storage facilities within the State of New Mexico. The financrng or

acquisition of an eligible project would be accomplished through the issuance of renewable energy

transmissioll revenue bonds or other debt instruments'

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Authority's basic financial

statements. The Authority's basic financial statements comprise three components: 1) government-wide

financial statements, 2) fund financial statements, and 3) notes to the financial statements. This reporl also

contains other suppiementary infonnation in addition to the basic financial statements themselves.

Government-wide Financial Statements

The government-wide financial statements consist of a statement of net position and a statement of activities.

Thesã statements should report all of the assets, liabilities, revenues, expenses, and gains and losses of the

govem.ment. Fiduciary activities Whose resources are not available to fìnance the government's programs are

excluded fiom the govemment-wide statements. There were no fiduciary activities in fiscal year 2016.

5 (Continued)



STATB OF NB\V MBXICO

New Mexico Renewable Bnergy Transmission Authority

Management's Discussion and Analysis (Continued)
(Unaudited)

June 30, 2016

Government-wide Financial Statements (Continued)

GASB 34 requires that infrastructure assets (roads, bridges, traffic signals, etc.) be valued and reportecl within
the Governmental column of the Govemment-wide Statements. Additionally, the govenrment must elect to

either depreciate these assets over their estimated useful life or develop a system of asset management

designed to maintain the sen¿ice delivery potential. The Authority does uot own any interest in any

infrastructure assets nor any other capital assets as of June 30, 2016, and, therefore, is not required to
implement this portion of GASB 34.

The government-wide financial statements of the Authority consist of governmental activities (General Fund)

of the Authorìty, established pursuant to NMSA 1978, Section 62-16A-13.

Fund Financial Statements

The fund f,rnancial statements consist of the general fund's governmental fund statements that focus on

information about the major funds. Governmental fund financial statements are prepared using the current

financial resources measurement focus and the modified accrual basis of accounting.

Governmental Fund Types

As of June 30, 2016,the Authority only had one fund, the General Fund. The General Fund is the general

operating fund for the Authority and is used to account for all financial resources except those required to be

accounted for in another fund. In2016, the only revenue source was from Ciean Line Energy Parlners, LLC
in the amount of $70,000.

Management's Discussion and Analysis

The Management's Discussion and Analysis (MD&A) should provide an objective and easily readable

analysis of the Authority's financial activities based on currently known facts, decisions or conditions. It
should provide an analysis of the Authority'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.

Notes to the Financial Statements

The notes to the financial statements consist of notes that provide information that is essential to a user's

understanding of the basic financial statements.

Budgetary Comparisons

The Authority does not have any legally adopted budgets by the state legislature but does have a budget

approved by its board of directors and, therefore, does present the budget to actual statement. The Authority
was in compliance with its budget.

6 (Continued)



STATB OF NEW MBXICO

New Mexico Renewable Energy Transmission Authority

Management's Discussion and Analysis (Continued)
(Unaudited)

June 30,2016

Analysis of Financial Position
Total Assets:

20t6 2015 Change

Cash and cash equivalents
Accounts receivable
Prepaid expenses

Total assets

s 6r,443 s 239,324

19,616

1,500

$ (177,881)

(t9,616)
1,500)

s 6r,443 $ 260,500 Ålu2p:2

Cash decreased by $177,881 from the previous year. Cash was used to pay termination benefits, and to pay

operational costs for the year. Accounts receivable consist of the amount owed by Clean Line Energy

Partners, LLC for 2015, which was collected after June 30, 2015.

Total Liabilities
2016 20t5 Change

Current liabilities $ 4,429 $ 156,118 $ (151,689)

Long terrn liabilities

Total liabilities $ 4,q29 $ 156,118 $ (151,689)

Current liabilities decreased by $151,689 due to the timing of payments of termination liabilities and the

amount of accrued vacation expense to be paid out by the Authority in the 2016 fiscal year.

Net Position
20t6 2015 Change

Restricted net position

Total Net Position

$ 57,014 $ 104,382 $ (47,368)

$ 57,014 $ 104,382 $ (47,368)

The change in the net position is due to the current year deficiency ofrevenues cotnpared to expenses.

1 (Continued)



STATE OF NBW MBXICO

New Mexico Renewable Energy l-ransmission Authority

Management's Discussion and Analysis (Continued)
(Unaudited)

June 30, 2016

Analysis of Authority's Overall Financial Position and Result of Operations

Total expenses. revenues chanse in net oosition

2016 2015 Change

Expenses

Electronic transmission planning and development

Clean Line Revenue

Total program revenues (expenses)

General Revenues
State appropriation
lnterest on investments

s (117,457)

(47 ,451) (439,053) 391,596

10

s (468,992)

29,939
$ 351,535

40,061

350,000
54

(350,000)
3589

Total general revenues B9 350,054 (349,965)

Change in Net Position $ (47,368) $ (88,999) $ 41,637

Governmental-Type Activities

The Authority received no special appropriation in 2016 and a $350,000 special appropriation for the year

ended June 30,2015. The Authority's total expenditures for governmental-type activities during the fiscal
year 2016 were $117,45J, which were less than 2015 due to accrual of termination benefits and higher

operating costs in 2015.

Capital Assets and Debt Administration

The Authority had no long term debt or capital assets greater than $5,000 as of June 30,2016

Bconomic Factors and Next Year's Budgets and Rates

The Authority did not receive a State appropriation for the 2016 fiscal year. However, Clean Line Energy

Paftners (CLE) has provided $70,000 in funds to facilitate ongoing operations. Based on the initial cash

balance for 2017 and CLE contributions, the Authority should have sufficient assets to fund future operations

through 2017. Any funds received from Clean Line Energy are absolutely unrestricted and may be used by the

Authority for any operational purpose it sees fit.

8 (Continued)



STATE OF NEW MBXICO

New Mexico Renewable Energy Transmission Authority

Management's Discussion and Analysis (Continued)
(Unaudited)

June 30,2016

Contacting the Authority's Financial Management

This financial report is designed to provide citizens, taxpayers, customers, legislators, investors and creditors

with a general overview of the Authority's finances and to demonstrate the Authority's accountability for the

money it receives. Please contact:

Sutin, Thayer & Browne
Attention: Lynn Mostoller
Two Park Square Suite 1000

Albuquerque, NM 87103

P: (505) 883-2s00
F: (s05) B8B-656s
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STATE OF NEW MEXICO
NEW MEXICO RENEWABLE ENERGY TRANSMISSION AUTHORITY

Statement of Net Position

June 30, 2016

Exhibir A-l

ASSETS

CURRENT ASSETS

Total current assets - Cash

Total assets

LIABILITIES AND NET POSITION

CURRENT LIABILITIES
Total current liabilities - Accounts payable

Total liabilities

NET POSITION
Restricted net assets

S 6t,443

S 61,443

s 4,429

Governmental
Activities

4,429

57,014

57,0r4

$ 61,443

Total net position

Total liabilities and net position

The accompanying notes are an integral part of this ñnancial statement.
l0



STATE OF NEW MEXICO
NEW MEXICO RENEWABLE ENERGY TRANSMISSION AUTHORITY

Statement of Activities

Year Ended June 30, 2016

Exhibir A-2

EXPENSES
Electronic transmission planning and development

PROGRAM REVENUES
Clean Line Revenue

Net program revenues (exPenses)

GENERAL REVENUES
State appropriation

Interest on investments

Total general revenues

Decrease in net position

Net position, begiruring of year

Net position, end of year

Governmental

Activities

$ (l t7,457)

70,000

47,457)

89

89

(47,368)

104,382

$ 57,014

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



STATE OF NEW MEXICO
NEW MEXICO RENEWABLE ENERGY TRANSMISSION AUTHORITY

Balance Sheet - Governmental Fund

General Fund

June 30, 2016

Exhibir B-l

General Fund

ASSETS

Assets

Cash and cash equivalents

Total assets

LIABILITIES AND FUND BALANCE

Liabilities
Accounts payable

Total liabilities

FUND BALANCE
Spendable - Restricted

s 61,443

$ 61,443

$ 4,429

4,429

57,014

57,014

s 61,443

Total fund balance

Total liabilities and fund balance

The accompanying notes are an integral part of this financial statement.
t2



STATE OF NEW MEXICO
NEW MEXICO RENE\ryABLE ENERGY TRANSMISSION AUTHORITY

Reconciliation of the Balance Sheet to the Statement of Net Position

June 30, 2016

Exhibit B-2

Fund Balance - goverrmental fund

There are no differences in the amounts reported for governmental

activities and in the statement of net position

Net position of governmental activities

The accompanying notes are an integral part of this f,rnancial statement.
13
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Exhibir B-3
STATE OF NEW MEXICO

NEW MEXICO RENEWABLE ENERGY TRANSMISSION AUTHORITY

Statement of Revenues, Expenditures and Changes in Fund Balances - Governmental Fund

General Fund

Year Ended June 30, 2016

REVENUES
Program revenues

Clean Line Revenue

Interest income

Total revenues

EXPENDITURES
Current

Persornel services and benefits

Contractual services

Other costs

Total expenditures

Excess of expenditure over revenues

OTHER FINANCING SOIJRCES (USES)

State appropriation

Total other financing sources (uses)

Net change in fund balance

Fund balance, beginning of Year

Fund balance, ending

$ 70,000

70,089

30,456

7 5,512

11,429

t17,457

(47,368)

89

(47,368)

104,382

$ 57,014

The accompanying notes are an integral part of this financial statement.
l4



STATE OF NEW MEXICO
NEW MEXICO RENEWABLE ENERGY TRANSMISSION AUTHORITY

Reconciliation of the Statement of Revenues, Expenditures and Changes

in Fund Balances of Governmental Fund to the Statement of Activities

Year Ended June 30, 2016

Exhibit B-4

Net Change in Fund Balance - governmental fund

There are no differences in the amounts reported for governmental

activities and in the statement of activities:

(Decrease) in Net Position

$ (47,368)

$ (47,368)

The accompanying notes are an integral part of this financial statement.
l5



STATB OF NEW MEXICO
NEW MEXICO RBNBWABLB BNBRGY TRANSMISSION AUTTIORITY

Statement ofRevenues, Expenditures Budget and Actual
General Fund

Year Ended June 30, 2016

Exhibit B-5

General Fund

Budgeted Amounts

Original
Final

Adjusted Actual

Variance

favorable

(Unfavorable)

$

(160,92s)
(l l)

REVENUES
General Fund Appropriation
Clean Line Revenue

lnterest on investments

'fotal budgeted revenues

Cash balance carry forward

Total revenues and budget fund balance

BXPBNDITURES
Personnel services

Contractual services

Other costs

Total budgeted expenditures

Net change in fund balance.

$ $ $

23Q,925

r00

230,925

r00

70,000

89

231,02s 231,02s $ 70,089 $ (r60,936)

98 700 98,700

s 329,725 $ 329,72s

$ 243,974
(48,711)

t7 0ll

_ï____32e!2:_ J___W!2:_ $ n7,4s'/ _ï__J!268_

$ (47,368)

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

$ 274,430 $

26,855

28,440

274,430

26,855

28,440

$ 30,456

15,512

I1,429

l6



STATB OF NB\v MEXICO

New Mexico Renewable Bnergy Transmission Authority

Notes to Financial Statements

June 30, 2016

NOTB 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIBS

This summary of significant accounting policies of the Authority is presented to assist in the

understanding of the Authority's financial statements. The financial statements and notes are the

representation of the Authority's management who is responsible for their integrity and

objectivity. The financial statements of the Authority have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) as applied to

agencies of the govemment. The Governmental Accounting Standards Board (GASB) is the

accepted standard-setting body for establishing governmental accounting and financial reporting
principles. The financial statements have incorporated all applicable Govemmental Accounting
Standards Board (GASB) pronouncements.

A. Financial Reporting Entity

The Laws of 2007, Chapter 62, created the New Mexico Renewable Energy Transmission
Authority (Authority). The purpose of the New Mexico Renewable Energy Transmission
Authority Act (Act) is to create a quasi-governmental entity to finance or plan the acquisition,
maintenance and operation of cerlain electric transmission and storage facilities with the State

of New Mexico. The financing or acquisition of the eligible projects would be accomplished

through the issuance of renewable energy transmission revenue bonds and other debt

instruments.

The Authority's governing body is composed of six voting members and one ex-officio non-

voting member. The Governor, with the advice and consent of the Senate, appoints three

members. The State Treasurer, or its designees, are ex-officio members of the Authority with
voting privileges. One member is appointed by the Speaker of the House of Representatives

and serves at the pleasure of the Speaker of the House. One member is appointed by the

President Pro Tempore of the Senate and serves at the pleasure of the President Pro Tempore.

The Secretary of Energy, Minerals and Natural Resources serves as an ex-officio non-voting
member to the Authority. The Govemor shall designate an appointed member of the

Authority to serve as chair, and the Authority may elect annually such other officers as it
deems necessary.

The Authority is not subject to the supervision or control of any other board, bureau,

department or agency of the state, except as specifically provided in the Act. The Act
specifically excludes the Authority from the definition of "state agency" or "instrumentality"
in any other law of the state, unless specifically referred to in the law. The Authority
employees are not covered by any state retirement or post retirement benefìt plans.

Accordingly, GASB Number 68, Accounting and Financial Reporting for Pensions, is not
applicable for the Authority.

t7 (Continued)



STATB OF NBW MEXICO

New Mexico Renewable Bnergy'fransmission Authority

Notes to Financial Statements (Continued)

June 30, 2016

NOTB I. SLIMMARY OF SIGNIFICANT ACCOUNTING POLICIBS (CONTINUBD)

A. Financial Reporting Entity (Continued)

The Act created the Renewable Energy Transmission Bonding Fund, which shall consist of
revenues received by the Authority from operating or leasing eligible facilities, fees and

service charges collected and, if the Authority has provided financing or eligible facilities,
money from payments of principal and interest on loans. Money in the Renewable Energy

Transmission Bonding Fund is pledged for the payment of principal and interest on all bonds

issued pursuant to the Act. Boncls issued pursuant to the Act shall be payable solely from the

Renewable Energy Transmission Bonding Fund or, with the approval of the bondholders,

such other special funds as may be provided by law. These bonds do not create an obligation
or indebtedness of the state within the meaning of any constitutional provision. No bond has

been issued thus this fund has no activity.

The Act established the Renewable Energy Transmission Authority Operation Fund within
the State Treasury. However, due to the State's current accounting system, the Department of
Finance Administration (DFA) and the State Treasurer have agreed to establish RETA's
Operational Fund outside the State Treasury but under the control mechanisms that apply to
state funds. This fund consists of money appropriated and transferred to the fund. Earnings

from investment of the fund shall be credited to the fund. Money in the fund is appropriated

to the Authority for the purpose of carrying out the provisions of the Act. Any unexpended or

unencumbered balance remaining in the fund at the end of a fiscal year shall not revert to the
general fund ofthe state.

The Authority is a quasi-governmental entity in accordance with Govemmental Accounting
Standards Board (GASB) Statement No. 39. The Authority is a governmental entity because

it was established by statute; its relationship with other govemmental entities; the

governmental composition of the Authority's goveming board; sources of operational revenue

and its ability to issue tax-exempt debt.

The financial reporting entity as defined by GASB No. 39 consists of the primary
government, organizalions for which the primary government is financially accountable and

other organizations for which the nature and significance of their relationship with the

primary govemrment are such that exclusion would cause the repofting entity's financial
statements to be misleading or incornplete. This definition of the reporting entity is based

primarily on the notion of financial accountability as the "comerstone of all financial
reporling in government". The Authority is, however, presented as a component unit of the

State of New Mexico.

l8 (Continued)



STATE OF NBW MBXICO

New Mexico Renewable Energy Transmission Authority

Notes to Financial Statements (Continued)

June 30, 2016

NOTB 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIBS (CONTINUED)

A. Financial Reporting Entity (Continued)

The New Mexico Renewable Energy Transmission Authority is a component unit of the

primary government, the State of New Mexico. These financial statements present the

financial position and changes in fìnancial position of that portion of the govemmental

activities, each major fund, and aggregar.e remaining fund information of the State that is
attributable to the transactions of the Authority.

Based upon the application of the criteria in GASB No. 14, No. 39 and No. 61, the Authority
had no component units as of June 30,2016.

B. Government-wide and fund financial statenxents

The government-wide financial statements (i.e., the statement of net position and the

statement of activities) reporl information on all of the nonfiduciary activities of the

Authority. There is no effect from interfund activity that needs elimination because the

Authority has only one fund. The Authority's governmental activities are supported by project

fees earned from the Clean Line project and cash carry forward from the prior year. The

Authority has no business-type activities.

The Statement of Net Position and the Statement of Activities were prepared using the

economic resources measurement focus and the accrual basis of accounting. Revenues,

expenses, gains, losses, assets and liabilities resulting from exchange-like transactions are

recognized when the exchange takes place. Revenues, expenses, gains, losses, assets and

liabilities resulting from non-exchange transactions are recognized in accordance with the

requirements of GASB Statement No. 33, Accounting and Financial Reporting for Non-

exchange Transactions.

In the government-wide Statement of Net Position, the governmental activities column is
reported on a full accrual, economic resource basis, which recognized all long-term assets,

deferred inflows and receivables as well as deferred outflows and long-term debt obligations.
There were no deferred inflows or outflows for the year ended June 30,2016. The

Authority's net positions are only comprised of restricted net assets as required by the

enabling legislation. (Section 62-16A-1 NMSA 1978)

The statement of activities demonstrates the degree to which the direct expenses of a given

function or segment is offset by prograrn revenues. Direct expenses are those that are clearly

identifiable with a specific function, which is electronic transmission plaruring and

development. Program revenues include 1) charges to customers or applicants who purchase,

use, or directly benefit from goods, services, or privileges provided by a given function and

2) grants and contributions that are restricted to meeting the operational or capital

requirements of a particuiar function or segnent. The Authority did not receive any federal

revenues for the year ended June 30,2016. The Authority did not receive any state

appropriation for the 2016 frscal year. Taxes and other items not properly included among

program revenues are repofied as general revenues. The Authority's policy is to use

restricted resources fìrst, then uruestricted resources as needed.
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STATE OF NBW MBXICO

New Mexico Renewable Energy Transmission Authority

Notes to Financial Statements (Continued)

June 30,2016

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIBS (CONTINUBD)

B. Government-wiele and funcl financial statements (Continued)

Separate financial statements are provided for governmental funds, proprietary funds and

fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds are

reported as separate columns in the fund financial statements. The Authority did not have any

funds classified as proprietary or fiduciary for the year ended June 30, 2016.

C. MeasureruenÍfocus, basis of accounting, andfinancial statementpresentation

'Ihe government-wide fìnancial statements are reported using |he econontic resources

meosurenxent focus and the accrual basis of accounting. Revenues are recorded when earned

and expenses are recorded when a liability is incurred, regardless of the timing of related cash

flows. Grants and similar items are recognized as revenue as soon as all eligibility
requirements of time, reimbursement and contingencies imposed by the provider are met.

Govemmental fund financial statements are reported using the current financíal resources

meãsurementfocus and the modified accrual basis of accounting. Revenues are recognized as

soon as they are both measurable and available. Revenues are considered to be available

when they are collectible within the current period or soon enough thereafter to pay liabilities
of the current period. For this purpose, the Authority considers revenues to be available if
they are collected within 60 days of the end of the curent fiscal period. There are no 2016

accounts receivable balances at year end. Expenditures generally are recorded when a

liability is incured, as under accrual accounting. However, since the Authority had no more

employees effective August 31,2015, compensated absences and terminated benefits have

been accrued for in the 2015 governmental fund and in the government-wide financial
statement in accordance with GASB Statement Number 47, Accounting for Termination
Benefits. There were no employees employed by the Authority after August 31,2015.

The Authority reports the following major governmental fund:

The General Fund is the Authority's operating fund. It is used to account for resources

traditionally associated with government that are not required legally or by sound financial
management to be accounted for in some other fund. The general fund is a non-revefling fund

as stipulated in Section 62-16A-l NMSA, 1978 and is not part of the state wide accounting

systern.
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STATB OF NBW MEXICO

New Mexico Renewable Bnergy Transmission Authority

Notes to Financial Statements (Continued)

June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIBS (CONTINUBD)

D. Assets, Liabilities and Net Position or Fund Equity

Cash and Cash Equivalents

Cash and cash equivalents are considered to be cash on hand, demand deposits and short term
investments with original maturities of three months or less from the date of acquisition.

Prepaid Expenses

There are no prepaid expenses at June 30,2016.

Capital Assets

The Authority has no capital assets that meet the $5,000 requirement to capitalize

Compensated Absences

Annual leave and other compensated absences with similar characteristics are accrued as a
liability as benefits are eamed by employees if: the employees' right to receive compensation
is attributable to services already rendered; and it is probable that the employer will
compensate employees for benefits through paid time off or some other means, such as cash
payments at termination or retirement. All compensated absences were paid during the 2016
fìscal year as there are no employees at June 30,2016.

Net Position

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

Net Investment in Capital Assets - is intended to reflect the portion of net position which are

associated with non-liquid, capital assets.

Restricted Net Assets - are liquid assets (generated from revenues and not bond proceeds),
which have third-party (statutory, or granting agency) lirnitation on their use.

Unrestricted Net Assets - represent unrestricted liquid assets

2t (Continued)



STATB OF NEW MBXICO

New Mexico Renewable Bnergy Transmission Authority

Notes to Financial Statements (Continued)

June 30, 2016

NOTB I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIBS (CONTINUED)

D. Assets, Liabilities and Net Position or Fund Equity (Continued)

Fund Equit),

The Authority follows GASB 54, Fund Balance Reportíng and Governmental Fund Type

Definitions. The effect on GASB 54 on the Authority fund balance is that the reserve for
prepaid expenses is no longer presented but prepaid expenses are now part ofnon-spendable

fund balance. Fund balance is showed by the most binding constraint which is restricted by

an external resource or enabling legislation. Beginning with the most binding constraints,

fund balance amounts are reported in the following classihcations:

Non-spendable. Amounts that cannot be spent because they are either non-spendable from

or contractually required to be maintained until expended for its restricted purpose.

Restricted. Amounts can be spent only for the specific purposes stipulated by constitution,

extemal resource providers, or through enabling legislation. The Authority is a non revefiing

agency and the funds are restricted by its enabling legislation to carry out the provisions of
the Authority. Accordingly, all of the spendable fund balance is restricted.

Committed. Amounts that can be used only for the specific purposes determined by a formal

action of the Authority's highest level of decision-making authority which is the Board of
Directors.

Assigned. Amounts intended to be used by the Authority for specific purposes but do not

meet the criteria to be classified as restricted or committed.

Unassigned. The residual classification for the Authority's general fund and includes all

amounts not contained in the other classifications.

NOTB 2. BTIDGET

The Authority prepares a budget for the General Fund. The budget is approved by the Board of
Directors but is not required to be approved by the State Legislature. It is used as a measuring

mechanism to gauge the Authority's progress. The budget is not iegally binding, but is presented

to inform the reader of the financial statements. The level of budgetary control is at the fund

level.

zz (Continued)
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New Mexico Renewable Bnergy Transmission Authority

Notes to Financial Statements (Continued)

June 30,2016

NOTB 3. CASH AND CASH BQUIVALBNTS

Cash and cash equivalents consist of cash on cleposit with Bank of America. The bank balance is

not in excess ofFDIC coverage provided by federal agencies. Ifthe bank balance exceeds FDIC

coverage, the Authority is required to ensure Bank of America provides collateral equal to 50o/o of
the uninsured amount. The State Treasurer's Office ensures that the Authority's General Fund's

bank account is covered by the State Treasurer's Collateralization Policy. Accordingly the State

Treasurer requires the depository financial institution provide collateral of State money as

necessary to comply with the State law requirements. The Authority received documentation that

the General Fund is therefore covered by these collateralization requirements at June 30,2016.
The State Treasurer issues separate financial statemettts, which disclose the collateral pledge to

secure these deposits, the categories of risk involved and the market value of the collateral.

NOTB 4. COMPBNSATBD ABSENCBS

Employees accumulate annual leave at a rate of 15 days per yeff through the end of the tenth year

of service. Upon the eleventh year, employees will accrue 20 days per year every year after the

tenth. A maximum of 240 hours of annual leave may be carried forward after the pay period

beginning in December and ending in January. When employees terminate, they are compensated

at their current hourly rate for accumulated unpaid annual leave as of the date of termination, up

to a maximum of 240 hours unless an exception to policy is approved to carryforward more than

the 240 hours.

The changes in liabilities for compensated absences are as follows

Due within
one YearJune 30,2015 Additions Deletions June 10,.201t5

General Fund S 46,375 $ $ 46,375 $ nla

Terminated benefits accrued for at June 30,2015 of $112,721 were paid in July and August 2015

NOTB 5. RISK MANAGBMENT

The Authority is exposed to various risks of losses related to torts; theft of, damage to, and

destruction of assets; eïrors and omissions; injuries to employees; and natural disasters. Section

15-7-2 NMSA 1978 requires the General Services Department, Risk Management Division
(RMD) to be responsible for the acquisition and administration of all insurance purchased by the

state. Since 1977, various state statutes have been passed which allow RMD to insure, self-insure

or use a combination of both. Risk management expenditures for the Office are accounted for in
the general fund. Any claims are processed through RMD. There are no pending or known

tlrreatened legal proceedings involving material matters to which the Authority is a par1y.
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New Mexico Renewable Energy Transmission Authority

Notes to Financial Statements (Continued)

June 30, 2016

NOTE 6. CLBAN LINE BNBRGY PARTNBRS, LLC

The Authority has a lease agreement with Clean Line Energy Partners, LLC (CLE) to develop the

Central New Mexico Collector Project and CLE has provided $70,000 of current year revenue.

This revenue is recorded in the statement of activities. The Authority is dependent on this source

of revenue to continue operations in the next fiscal year. Any funds received from Clean Line
Energy are absolutely unrestricted and may be used by the Authority for any operational putpose

it sees fit.

NOTE 7. CONDUIT DBBT OBLIGATIONS

The Authority issued $50,000,000 of bonds for the High Lonesome Mesa Transmission Project
(High Mesa) on Novemb er 16,2010. The bonds are secured by the repayment of the loan from
High Mesa. The Authority or the State of New Mexico is not obligated in any manner for
repayment of the bonds. Accordingly, the bonds are not reported as liabilities in the

accompanying fi nancial statements.

The conduit debt was paid off in April2016 and there are no outstanding bonds at June 30,2016.

NOTB 8. COMMITMBNTS

Lease

The Authority leases its premises under a lease agreement which expired on August 3I,2015.
Total lease expense for the year ended June 30, 2016 was approximately $3,000. The Authority
does not have an office after Augusf 31,2015.

The Authority leases a copier under a five year agreement starting June 13, 2014. During July
2015, the Authority terminated its lease agreement for $11,138. The copier with all remaining
furniture and equipment was given to the New Mexico General Services Department in August
2015.
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New Mexico Renewable Energy Transmission Authority

Notes to Financial Statements (Continued)

June 30,2016

NOTE 9. GOING CONCBRN

The Authority did not receive a State appropriation for the 2016 fiscal year and does not expect a

2017 appropriation. It has been operating on a more limited basis since August 31,2015 when

there were no longer any employees. Based on the remaining cash, the Authority believes it has

sufficient assets and expected cash contributions to fund future operations for the 2017 fiscal
year.

The cash activity since June 30,2016 is as follows

June 30, 2016 cash balance s 67,443

Anticipated Clean Line Revenue and interest income 40,075

Payment of June 30,2016 accounts payable (4,429)

Payments of fiscal 2017 expected operating expenses (83,430)

Estimate of ending June 30, 2017 cash balance $ 13,659

NOTE 10. SITBSEQUBNT BVENT

The Authority has evaluated subsequent events through August 3I, 2016 which is the date the

financial statements are issued and determined that no subsequent events require disclosure or

adjustment to the June 30, 2016 financial statements.
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STATE OF NEW MEXICO
NEW MEXICO RENEWABLE ENERGY TRANSMISSION AUTHORITY

Schedule of Cash Account

June 30, 2016

Account Type Bank of America

Interest - Bearing $ 21,443Operational

Reconciling Item - Deposit in transit

Reconciling items - outstanding checks

Reconciled balance

Note 3 to the financial statements for collateral information on this account.

See accompanying independent auditors' report.
26
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NM Renewable Energy Transmission Authority

SUPPLEMENTAL SCHEDIILE OF VENDOR INFORMATION for Purchases Exceeding $60,000 (excluding GRT) (unaudited)

For the Year Ended June 30, 2016

Brief Description of
the Scope of Work

Was the vendor
in-state and

chose Veteran's
preference (Y or
N) For federal
funds ans'tüer

NiA

In-State/ Out-
of-State
Vendor
(Y or N)

@ased on
Statutory

Definition)

Name and
Physical Address

per the
procurement

documentation, of
ALL Vendor(s)
that responded

$ Amount of
Amended
Contract

$ Amount of
Awarded
Contract

Awarded
Vendor

Type of
Procurement

RFB#/
RFP#

NONE
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Timothy Keller
New Mexico State Auditor
and The Board of Directors
New Mexico Renewable Energy Transmission Authority

'We have audited, in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the

Comptroller General of the United States, the financial statements of the governmental activities, the general

fund, and the budget comparison for the general fund for the New Mexico Renewable Energy Transmission
Authority (Authority), as of and for the year ended June 30, 2016, and the related notes to the financial
statements, which collectively comprise the Authority's basic financial statements, and have issued our report
thereon dated August 31,2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority's internal
control over financial reporting (intemal control) to determine the audit procedures that are appropriate in the

circumstances for the purpose of expressing our opinions on the financial statements but not for the purpose
of expressing an opinion on the effectiveness of the Authority's internal control. Accordingly, we do not
express an opinion on the effectiveness of the Authority's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A materíal 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 Autþority's
financial statements will not be prevented, or detected and corrected on a timely basis, A signfficant
deficiency is a deficiency or a combination of deficiencies, in internal control that is less severe than a

material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of the internal control over financial reporting was for the limited purpose described in the
fìrst paragraph of this section and was not designed to identify all deficiencies in intemal control that might be
material weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in intemal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been iclentified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Authority'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 detemination of
financial statements amounts. However, providing an opinion on compliance with those provisions was not
the 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 Stanclards.

Purpose of this Report

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

I
Barraclough &
Santa Fe, New Mexico
August 31,2016

P.C.
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STATE OF NEW MBXICO

New Mexico Renewable Energy Transmission Authority

Schedule of Findings and Responses

June 30, 2016

A. ST'MMARY OF AI-IDIT RBSULTS

Financial Statements.

1. Type of auditors'report issued

2. Internal control over financial reporting

a. Material weakness identified?

b. Significant deficiencies identified not considered to be material weaknesses?

c. Noncompliance material to the basic financial statements noted?

CTTRRENT YEAR AUDIT FINDINGS _ NONB

PRTOR YEAR AT]DIT FINDINGS - NONE

Unmodified

No

No

No

B.

C.
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STATE OF NEW MEXICO

New Mexico Renewable Energy Transmission Authority

Exit Conference

June 30, 2016

OTHER DISCLOSURBS

Exit Conference

An exit conference was held on October 5,2016 to discuss the current report. Those individuals in attendance

were as follows:

New Mexico Renewable Transmission Authoritv

Robert Busch
Brian Moore

Chairman of the Board of Directors
Chairman of the Audit Committee

Barracloush & ates- P.C.

Janet Martinez Audit Supervisor

The financial statements were prepared by Barraclough & Associates, P.C. with assistance provided by the

Authority's outside accounting contractor. The Authority is responsible for the fair presentation of the

financial statements.
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