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Dear Secretary Fox:  
 
The Office of the State Auditor has released the Fiscal Year 2016 audit for the Department of 
Veterans’ Services (Department). We are very pleased by the Department’s actions in resolving 
the Fiscal Year 2015 audit finding regarding the administration of veteran fiduciary funds.   
 
As of the end of fiscal year 2015, of the 63 Conservatorship/Guardianship veterans included on 
the “Active Veterans List,” 12 were deceased and nine had permanently relocated to other 
jurisdictions. The Department is legally obligated to distribute, in a timely manner, the account 
funds of deceased veterans to an heir or an appointed personal representative. The FY15 audit 
revealed cases where funds for deceased veterans were never distributed to a personal 
representative, or no such representative was identified, despite the fact that the veterans died as 
long as 10 years ago.  
 
The Department is also required to promptly transfer cases when veterans permanently move out 
of state so new fiduciary managers in the other states can assume the responsibility of caring for 
these veterans.  This also did not occur in multiple cases. As a result, account balances for 
deceased and out-of-state veterans, ranging from as high as $181,680 to as low as $537, had 
remained undistributed. Furthermore, in some instances veteran case files were completely 
missing.  
 
When this issue was identified last year, you expressed a strong commitment to addressing the 
problem and implementing corrective actions.  As indicated by the FY16 audit, the Department 
has fulfilled this commitment and improved its handling of fiduciary funds. We appreciate your 
support for veterans and their families and for your attention to this issue.  
 
Sincerely, 

 
Timothy M. Keller 
State Auditor 
 
cc:   The Honorable Susana Martinez  
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Independent Auditor's Report 

Mr. Jack R. Fox, Cabinet Secretary, Department of Veterans' Services and 
Mr. Timothy Keller, New Mexico State Auditor 
Santa Fe, New Mexico 

Report on Financial Statements 

6200 Uptown Blvd NE 
Suite 400 

Albuquerque, NM 87110 

505.338.0800 

We have audited the accompanying financial statements of the governmental activities, each major 
fund, and the aggregate remaining fund information, and the budgetary comparisons for the general 
fund and major special revenue funds of the State of New Mexico Department of Veterans' Services 
(Department) as of and for the year ended June 30, 2016, and the related notes to the financial 
statements which collectively comprise the Department 's basic financial statements as listed in the table 
of contents. We also have audited the financial statements of each of the Department's fiduciary funds 
and the budgetary comparisons for the major capital project funds and all nonmajor funds presented as 
supplementary information, as defined by the Government Accounting Standards Board, in the 
accompanying combining and individual fund financial statements as of and for the year ended June 30, 
2016, as listed in the table of contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the Unites 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. 

Auditor's Responsibility 

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity ' s internal control. Accordingly, we express no such opinion. 
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Mr. Jack R. Fox, Cabinet Secretary, Depa11ment of Veterans' Services and 
Mr. Timothy Keller, New Mexico State Auditor 
Santa Fe, New Mexico 

An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the 
overall presentation of the financial statements. 

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

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, each major fund, and the aggregate 
remaining fund information of the Department, as of June 30, 2016, and the respective changes in 
financial position thereof and where applicable, the respective budgetary comparisons for the general 
fund and major special revenue funds for the year then ended in accordance with accounting principles 
generally accepted in the United States of America. In addition, in our opinion, the financial statements 
referred to above present fairly, in all material respects, the respective financial position of each 
fiduciary fund of the Department as of June 30, 2016, and the respective changes in financial position, 
where applicable, thereof for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 

Other Matters 

As discussed in Note 2, the financial statements of the Department are intended to present the financial 
position and the changes in financial position of only that portion of the governmental activities, each 
major fund and the aggregate remaining fund information of the State of New Mexico that are 
attributable to the transactions of the Department. They do not purport to, and do not, present fairly the 
financial position of the State of New Mexico as of June 30, 2016, and the changes in its financial 
position for the year then ended in conformity with accounting principles generally accepted in the 
United States of America. 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management's discussion and analysis on pages 5 through 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 statement 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 State 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. 
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Mr. Jack R. Fox, Cabinet Secretary, Department of Veterans' Services and 
Mr. Timothy Keller, New Mexico State Auditor 
Santa Fe, New Mexico 

Supplemental Information 

Our audit was conducted for the purpose of forming opinions on the Department's basic financial 
statements. The other schedules required by Section 2.2.2 NMAC are presented for purposes of 
additional analysis and are not a required part of the basic financial statements. 

The schedule of expenditures of federa l awards and other schedules required by Section 2.2.2 NMAC 
are the responsibility of management and were derived from and relate directly to the underlying 
accounting and other records used to prepare the basic financial statements. Such information has been 
subjected to the auditing procedures applied in the audit of the basic financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the financial statements or to the basic financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in 
the United States of America. In our opinion, the information is fairly stated, in all material respects, in 
relation to the basic financial statements taken as a whole. 

Other Information 

The Schedule of Vendor Information as required by 2.2.2.1 O(A)(2)(g) NMAC, has not 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 assurance on it. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated November 
28, 2016, 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 in considering the Department's internal 
control over financial reporting and compliance. 

Albuquerque, New Mexico 
November 28, 2016 

4 



NEW MEXICO DEPARTMENT OF VETERANS' SERVICES 
Management's Discussion and Analysis 

Year Ended June 30, 2016 
(Required Supplementary Information) 

The Department of Veterans' Services (Department) discussion and analysis is provided as an 
overview of the financial activities of the Department for the fiscal year ended June 30, 2016. 
The financial statements are presented in accordance with Governmental Accounting Standards 
Board (GASB) Statement No. 34, Basic Financial Statements - and Management's Discussion 
and Analysis - for State and Local Governments, and related GASB statements. Ricci & 
Company, LLC prepared the financial statements with the assistance of the Department. The 
requirements of GASB Statement No. 34 were developed by GASB to make annual reports more 
comprehensive and easier to understand and use. 

The Governor, on June 20, 2003, exercising his authority granted by the Laws of 2003, Chapter 
403, by Executive Order No. 2003-022, elevated the Veterans' Service Commission to a cabinet
level status renaming the Veterans' Service Commission to the New Mexico Department of 
Veterans' Services. The newly appointed Secretary of the Department of Veterans' Services is 
appointed by and answers to the Governor of the State of New Mexico. 

The Basic Financial Statements 

In compliance with requirements of accounting principles generally accepted in the United States 
of America (GAAP), the Department's basic financial statements include the: 

• Government-wide financial statements; 
• Fund financial statements; 
• Budget comparison statement; and 
• Notes to the financial statements. 

In compliance with 2.2.2 New Mexico Administrative Code (NMAC) Section 2.2.2.10A.(2)(b), 
the audit opinion also covers additional information consisting of: 

• Combining financial statements - fiduciary funds , and 
• Schedule of cash and investment accounts 

The Management' s Discussion and Analysis (MD&A) is included as required supplementary 
information (RSI). 

REPORTING ON THE DEPARTMENT AS A WHOLE 

Government-Wide Financial Statements 

The government-wide financial statements are designed to provide readers with a broad 
overview of the Department's finances, in a manner similar to private-sector business reporting. 
These statements report information about the overall govenunent without displaying individual 
funds or fund types. They distinguish between governmental and business-type activities. 
However, the Department does not have any business-type activities to report. 
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NEW MEXICO DEPARTMENT OF VETERANS' SERVICES 
Management's Discussion and Analysis 

Year Ended June 30, 2016 
(Required Supplementary Information) 

The Statement of Net Position inclusively presents cun-ent and long-term assets and liabilities, 
with the difference between the assets and liabilities reported as net position. The Statement of 
Activities presents all changes in net assets as soon as the underlying event giving rise to the 
change occurs, regardless of the timing related to cash flows. Therefore, revenues and expenses 
are included in this statement for some items that will only result in cash flows in future fiscal 
periods, like uncollected receivables (even if the "available" criteria is not met) and earned but 
unused vacation leave. 

Reporting on the Department's Most Significant Funds 

The Fund Financial Statements 

The fund financial statements are used to report additional and detailed infonnation. A fund is a 
grouping of related accounts that is used to maintain control over resources that have been 
segregated for specific activities or objectives. Funds are used to ensure and demonstrate 
compliance with finance-related legal requirements. 

Because the focus of govenunental funds is nan-ower than that of the government-wide financial 
statements, it is useful to compare the infonnation presented for governmental funds with similar 
infonnation presented by governmental activities in the government-wide financial statements. 
By doing so, readers may better understand the long-tenn impact of the Department's near-tenn 
financing decisions. Both of the governmental funds Balance Sheet and the governmental funds 
Stateme11ts of Revenues, Expenditures a11d Changes i11 Fund Bala11ce provide a reconciliation 
to facilitate this comparison between govenunental funds and governmental activities. 

The Department maintains its fund structure in the Statewide Human Resources, Accounting and 
Management Reporting (SHARE) system. The Department operates with four govenunental
type funds, the 1) General Fund, 2) Armed Forces Veterans' License Special Revenue Fund, 3) 
the Veterans ' Approval Special Revenue Fund and 4) the Veterans ' Enterprise Fund. A fifth 
fund was created in FY 2015 as a capital project fund, to account for funds received from 
appropriations, designated income tax refunds and various other sources for the purpose of 
building veterans' cemeteries in different parts of the state. The governmental fund reporting 
focus is primarily on the sources, uses and balances of current financial resources and has a 
budgetary orientation. 

Notes to the Financial Statements 

The notes to the financial statements provide additional infonnation that is essential to gain a full 
understanding of the data provided in the government-wide financial statements. The notes to 
the financial statements can be found on pages 25 through 48 of this report. 
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NEW MEXICO DEPARTMENT OF VETERANS' SERVICES 
Management's Discussion and Analysis 

Year Ended June 30, 2016 
(Required Supplementary Information) 

The Budget Comparison Statements 

The budget comparison statements required by GASB Statement 34 present the original and final 
appropriated budget for the reporting pe1iod as well as actual inflows and outflows stated on the 
budgetary basis. A separate column reports the variance between the final budget and actual 
amounts. In compliance with 2.2.2 New Mexico Administrative Code (NMAC) Section 2.2.2.10 
P (1) through (3) the Statement of Revenues and Expenditures - Budget and Actual: 

• Include prior-year cash required to balance the budget; 
• Has been included as part of the basic financial statements; and 
• Has been included in the auditor's opinion. 

The Department' s budgeted funds consist of five individual Statewide Human Resources 
Accounting and Management Reporting System (SHARE) funds. Therefore, five individual 
fund budget comparison statements have been included in order to demonstrate budget 
compliance at the SHARE fund level, and to comply with the audit scope requirements of 2.2.2 
(NMAC) Section 2.2.2.10 A(2)( e ). 

The Department as Trustee 

The Department is the trustee or fiduciary for the following: 

1) Veterans ' Trust Fund 

This fund is used to account for the estates of veterans and minor children of veterans 
where the Department is appointed guardian or conservator. The funds come from the 
Veterans Administration, Social Security, Railroad Retirement, Civil Service Annuity, 
and other sources such as rent, royalties, insurance payments and inheritance funds. 
Disbursements are for support and maintenance, clothing, dental, medical and school 
expenses for the wards and their dependents. Also involved are other types of 
transactions such as purchasing and selling real estate, buying furniture and automobiles 
and renting housing. All funds are deposited into the individual ward's accounts at the 
First National Bank of Santa Fe. Funds are invested and disbursed by the Trustee Bank, 
the First National Bank of Santa Fe. 

2) Cemetery Fund (Fund # 12300) 

This fund is administered by the New Mexico Department of Veterans' Services and is to 
be used to increase the size of the Santa Fe National Cemetery. Donations come from 
citizens and also are designated by individuals on their New Mexico income tax returns. 
The funds will be remitted to the City of Santa Fe. 

7 



NEW MEXICO DEPARTMENT OF VETERANS' SERVICES 
Management's Discussion and Analysis 

Year Ended June 30, 2016 
(Required Supplementary Information) 

All of the Department 's fiduciary activities are reported in separate Statements of Assets and 
Liabilities and Changes in Fiduciary Assets and Liabilities on pages 24 and 55 through 56 of this 
report. We exclude these activities from the Department's other financial statements because the 
Department cannot use these funds to finance its operations. The Department is responsible for 
ensuring that the assets reported in these funds are used for their intended purposes. 

THE DEPARTMENT AS A WHOLE 

Financial Analysis of the Department 

The Department's combined net position was increased from a year ago, by $69,495 or 27.9%, 
from $249,332 to $318,827. 

Our analysis below focuses on the net position and changes in net position of the Department's 
governmental activities. Comparative information from the previous fiscal year is included for 
the reader's information. 
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NEW MEXICO DEPARTMENT OF VETERANS' SERVICES 
Management's Discussion and Analysis 

Year Ended June 30, 2016 
(Required Supplementary Information) 

Net Position 
Governmental Activities 

FY 2016 
Investment in the State Treasurer 

Fund Investment Pool $ 1,088,532 
Due from Federal government 1,487,036 
Due from other state agencies 61,147 
Due from beneficiaries 
Other receivables 918 
Capital assets, net of depreciation 

Total assets 2,637,633 

Investment in the State Treasurer 
Fund Investment Pool - deficit 

Accounts payable and other liabilities 224,771 
Due to other state agencies 1,633,660 
Due to State General Fund 301,314 
Compensated absences - current 119,296 
Compensated absences - long-term 39,765 

Total liabilities 2,318,806 

Net position, invested in capital assets 
Net position, restricted 477,888 
Net position, unrestricted (deficit) (159,061) 

Total net position $ 318.827 

FY 2015 

702,383 
128,228 
117,532 

11 ,818 
837 

960,798 

36,597 
300,947 

4,539 
248,362 

90,766 
30,255 

711,466 

370,353 
(121,021) 

249.332 

Chan~e 

386,149 
1,358,808 

(56,385) 
( 11 ,818) 

81 

1,676,835 

(36,597) 
(76,176) 

1,629,121 
52,952 
28,530 

9,510 

1,607,340 

I 07 ,535 
(38,040) 

69.495 

Total assets increased by $1 ,676,835 or 174.5% from a year ago, and total liabilities increased by 
$1 ,607,340 or 225.9% from a year ago. 

Accounts payable and other liabilities decreased by $76, 176, from $300,947 to $224,771. 

Total liabilities of $2,318,806 constitute 87 .9% of total assets. 

The Department ' s net position is reported in the following three categories of net position; (1) 
invested in capital assets; (2) restricted; and (3) unrestricted. The invested in capital assets 
balance is zero, the restricted balance is positive and the unrestricted balance is negative. 
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NEW MEXICO DEPARTMENT OF VETERANS' SERVICES 
Management's Discussion and Analysis 

Year Ended June 30, 2016 
(Required Supplementary Information) 

The Department's capital assets balance at year end was $0, net of accumulated depreciation. 
The Department uses the capital assets to provide its services; consequently, these assets are not 
available for future spending. 

The remaining balance of restricted net position of $477,888 will be used to expand services to 
rural areas of the State including Native American communities and senior citizen centers. The 
Department's net position increased by $69,495 during the current fiscal year. 

Statement of Activities - Changes in Net Assets 

The statement below shows the components that increased, in the aggregate, the Department's 
net position by $69,495 during the year. 

Changes in Net Position 
Governmental Activities 

Program revenues: 
Operating grants - federal 
Charges for services - fees 

Total program revenues 

General revenues and transfers: 
State General Fund appropriations 
Reversions to the State General Fund 
Reversions to the State Board of Finance 
Transfer in: Special appropriation 
Transfer in: Severance tax appropriation 
Miscellaneous 

Total general revenues and transfers 

Expenses 
Welfare and education 
Depreciation 

Total general expenses 

Change in net position 

Beginning net position 

Ending net position 

10 

FY 2016 

$ 3,000,550 
165,000 

3,165,550 

3,404,300 
(292,572) 
(263,946) 
136,200 
205,273 

3,629 

3, 192,884 

6,288,939 

6,288.939 

69,495 

249,332 

$ 318.827 

FY 2015 

446,941 
144,716 

591,657 

3,319,700 
(248,212) 

I 05,163 
47,918 

3.224,569 

3,748,490 
3,848 

3,752,338 

63,888 

185,444 

249.332 

Change 

2,553,609 
20,284 

2,573,893 

84,600 
(44,360) 

(263 ,946) 
136,200 
100, 110 
(44.289) 

(31,685) 

2,540,449 
(3,848) 

2,536,601 

5,607 

63.888 

69.495 



NEW MEXICO DEPARTMENT OF VETERANS' SERVICES 
Management's Discussion and Analysis 

Year Ended June 30, 2016 
(Required Supplementary Information) 

The Department's governmental activities program revenue increased by $2,573,893, or 435.0%. 
This was the result of both charges for services and federal operating grant revenues increased 
and an increase in federal revenue related to the construction of a cemetery. 

The Department 's govenunental activities general revenue decreased by $31,685 or 1.0%. 

The cost of govenunental activities this year was $6,288,939 compared to $3,752,338 last year, 
or an increase of $2,536,601 or 67.6%. This was the result of a construction costs related to the 
cemetery. 

The Department's Funds 

As noted earlier, the Department uses fund accounting to ensure and demonstrate compliance 
with finance-related legal requirements, providing useful information, near-term inflows, 
outflows, and balances of available resources (modified accrual basis) . Unreserved fund balance 
serves as a measure of net resources available for future appropriation. Because unexpended 
balances in SHARE Fund 06500 (General Fund) must revert to the State General Fund, the 
unreserved fund balance will always be zero. SHARE Fund 89600 (Veterans ' Approval Fund), 
SHARE Fund 78400 (Veterans' License Fund), SHARE Fund 20490 (Veterans ' Enterprise 
Fund), and SHARE Fund 50280 (Cemetery Construction Fund) are non-reverting; therefore the 
unreserved balance is available for future appropriation. SHARE Fund 89200 (Severance Tax 
Bond Capital Projects Fund) is reverting to the State Board of Finance in the year 2024. Funds 
deposited to SHARE fund 50420 (Cemetery Construction) were reverted to the State Board of 
Finance prior to June 30, 2016. 

The composition of the fund balance reservations at the end of the current and prior fiscal years 
appears below: 

FY 2016 FY 2015 Change 
Unreserved - designated for subsequent 

year's expenditures $ 
Restricted 477,888 370,353 107,535 

Total fund balance $ 4771888 3701353 1011535 

The governmental funds (as presented in the balance sheet on page 16) reported a fund balance 
of $477 ,888 which is up from last year's total of $370,353. The increase of $107,535 or 29.0% 
is attributable to the excess of revenues over expenditures in the Veterans' Approval Fund, 
Anned Forces Veterans' License Fund, and Veterans' Enterprise Fund results. 
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NEW MEXICO DEPARTMENT OF VETERANS' SERVICES 
Management's Discussion and Analysis 

Year Ended June 30, 2016 
(Required Supplementary Information) 

General Fund Budgetary Highlights 

The Department executed six Budget Adjustment Requests (BAR) during the year which 
increased the budgeted revenue by $1,229 ,500, increasing Federal grants by $1,250,000 while 
decreasing the general fund appropriation by $20,500. Budgeted expenditures were adjusted by 
$79,500, by increasing personal services by $228,500, decreasing the contractual services budget 
by $220,500 and increasing the other costs budget by $71 ,500. 

Capital Assets 

The Department 's investment in capital assets, net of accumulated depreciation is $0. There is 
no debt related to these capital assets. There were no additions or deletions to capital assets for 
the year. There was no depreciation expense for the year as assets are fully depreciated. 

Long-Term Debt 

The Department's long-term debt is made up entirely of the long-tem1 portion of the 
compensated absence liability, which was $39, 765 at June 30, 2016. 
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NEW MEXICO DEPARTMENT OF VETERANS' SERVICES 
Management's Discussion and Analysis 

Year Ended June 30, 2016 
(Required Supplementary Information) 

FY 2017 Operating Budget 

General Fund 06500 

Personal Services/Employee Benefits 
Contractual Services 
Other Operating Costs 

Total General Fund 06500 

Armed Forces Veterans' License Fund 78400 

Other Costs 

$ 

$ 

$ 

2,928,900 
961,600 
734.300 

4,624,8QQ 

99.000 

The budgets for the FY 2017 are not expected to have a significant effect on financial position 
(net position) or results of operations of the Department for FY 2017. 

Requests for Information 

This financial report is designated to provide a general overview of the Department of Veterans' 
Services finances for all those interested in the Department finances. If you have questions about 
this report or need additional infonnation please contact: 

The Department of Veterans' Services 
P.O. Box 2324 

Bataan Memorial Bldg. 
Santa Fe, NM 87504-2324 
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STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
STATEMENT OF NET POSITION 
GOVERNMENT-WIDE 
June 30, 2016 

ASSETS 
Current Assets 

Investment in State Treasurer General Fund Investment Pool 
Due from Federal government 
Due from other state agencies 
Other receivables 

Total current assets 

Capital assets, net of accumulated depreciation of $132,206 

Total assets 

LIABILITIES 
Current Liabilities 

Investment in State Treasurer General Fund Investment Pool - deficit 
Accounts payable 
Accrued salaries payable 
Payroll taxes and benefits payable 
Due to other state agencies 
Due to State General Fund 
Compensated absences payable 

Total current liabilities 

Long-term Liabilities 
Compensated absences payable, net of current portion 

Total liabilities 

NET POSITION 
Net investment in capital assets 
Restricted 
Unrestricted ( d efi cit) 

Total net position 

The Notes to the Financial Statements are an integral part of this statement. 
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$ 

$ 

Governmental 
Activities 

1,126,949 
1,487,036 

61,147 
918 

2,676,050 

2,676,050 

38,417 
116,594 
48,559 
59,618 

1,633,660 
301,314 
119,296 

2,317,458 

39,765 

2,357,223 

477,888 
(159,061) 

318,827 



ST ATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
ST A TEMENT OF ACTIVITIES 
GOVERNMENT-WIDE 
Year Ended June 30, 2016 

Expenditures 
Veterans' welfare 

Program Revenues 
Charges for services - fees 
Operating grants - federal 

Total program revenues 

Net program expense 

General Revenues 
State General Fund appropriations 
Miscellaneous 

Transfers 
Transfer in: Special Appropriation 
Transfer in: Severance Tax Appropriation 
Reversions to State Board of Finance 
Reversions to the State General Fund 

Total general revenues and transfers 

Change in net position 

Net position, beginning 

Net position, ending 

The Notes to the Financial Statements are an integral part of this statement. 
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Governmental 
Activities 

$ 6,288,939 

165,000 
3,000,550 

3,165,550 

(3, 123,389) 

3,404,300 
3,629 

136,200 
205,273 

(263,946) 
(292,572) 

3,192,884 

69,495 

249,332 

$ 318,827 



STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
BALANCE SHEET 
GOVERNMENT AL FUNDS 
June 30, 2016 

Special Revenue Funds Capital Project Funds 
Non-major 

Armed Forces Veterans' Cemetery Capital 
General Veterans' Veterans' Enterprise Construction Project 
Fund Approval License Fund Fund Funds Total 

ASSETS 
Investment in State Treasurer General Fund 

Investment Pool $ 261 ,016 25,879 235,442 164,779 439,833 1,126,949 
Due from Federal government 255,375 44,965 1,186,696 1,487,036 
Due from other state agencies 10,384 4,274 46,489 61,147 
Due from beneficiaries 
Other receivables 918 918 

Total assets $ 517,309 70,844 245,826 169,053 1,626,529 46,489 2,676,050 

LIABILITIES AND FUND BALANCE 
Liabilities 

Investment in State Treasurer General Fund 
Investment Pool - deficit $ 38,417 38,417 

Accounts payable 105,170 1,229 2,123 8,072 116,594 
Accrued salaries payable 46,061 2,498 48,559 
Payroll taxes and benefits payable 57,633 1,985 59,618 
Due to other state agencies 7, 131 1,626,529 1,633,660 
Due to State General Fund 301,314 301,314 

Total liabilities 517,309 5,712 2,123 1,626,529 46,489 2,198,162 

Fund Balance 
Restricted 

Special purposes 65,132 243,703 169,053 477,888 
Unassigned 

Total fund balance 65,132 243,703 169,053 477,888 

Total liabilities and fund balance $ 517,309 70,844 245,826 169,053 1,626,529 46,489 2,676,050 

The Notes to the Financial Statements are an integral part of this statement. 
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ST A TE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
RECONCILIATION OF THE GOVERNMENTAL ACTIVITIES BALANCE SHEET 
TO THE GOVERNMENT-WIDE STATEMENT OF NET POSITION 
GOVERNMENTAL FUNDS 
June 30, 2016 

Total fund balance for the governmental fund (Balance Sheet) 

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

Long-term liabilities, including both current and long-tenn compensated 
absences payable, are not due and payable in the current period and, 

therefore are not reported in the funds. 

Net position of governmental activities (Statement of Net Position) 

The Notes to the Financial Statements are an integral part o,f this statement. 
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$ 477,888 

(159,061) 

$ 318,827 



STATE O F NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
STATEMENT OF REVENUES, EXPENDITUR ES 
AND C HANGES IN FUND BALANCE 
GOVERNM ENTAL FUNDS 
Year Ended J une 30, 2016 

S2ecial Revenue Funds Ca2ital Project Funds 

Am1ed Non-major 
Forces Veterans' Cemetery Capital 

General Veterans' Veterans' Enterprise Construction Project 
Fund Approval License Fund Fund Funds Tota l 

Revenues 
Charges for services $ 113,192 5 1,808 165,000 
lntergovemment - federal grant revenue 931 ,208 178,867 1,626,529 263,946 3,000,550 
Miscellaneous 150 3,479 3,629 

Tota l revenues 931,358 178,867 I 13,192 55,287 1,626,529 263,946 3,169,179 

Expenditures 
Welfare and assistance 

Current: 
Personal services and employee benefits 2,706,132 143,282 2,849,414 
Contractual services 763,733 205,273 969,006 
Other costs 709,421 18,675 77,854 1,626,529 2,432,479 

Total expenditur es 4,179,286 161 ,957 77,854 1,626,529 205,273 6,250,899 

Excess (deficiency) of r evenues 
over expenditures p,247,928~ 16,910 35,338 55,287 58,673 (3,081 , 720~ 

Other Financing Sources (Uses) 
Transfer in: State General Fund Appropriation 3,404,300 3,404,300 
Transfer in: Special Appropriation 136,200 136,200 
Transfer in: Severance Tax Appropriation 205,273 205,273 
Other financing sources 
Reversions to State Board of Finance (263,946) (263,946) 
Reversions to State General Fund (292,572) (292,572) 

Tota l other financing sources 3,247,928 (58,673) 3,189,255 

Net change in fund balances 16,910 35,338 55,287 107,535 

Fund balance, beginning of year 48,222 208,365 I 13,766 370,353 

Fund balance, end of year $ 65,132 243,703 169,053 477,888 

The Notes to the Financial Statements are an integral part of this statement. 
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STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF 
REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE 
TO THE GOVERNMENT-WIDE STATEMENT OF ACTIVITIES 
Year Ended June 30, 2016 

Net change in fund balance - Governmental Fund 
(Statement of Revenues, Expenditures and Changes in Fund Balance) 

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

Some items reported in the Statement of Activities do not require the 
use of current financial resources and therefore are not reported 
as expenditures in governmental funds. 

Change in compensated absences 

Change in net position of governmental activities (Statement of Activities) 

The Notes to the Financial Statements are an integral part of this statement. 
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$ 107,535 

(38,040) 

$ 69,495 



ST ATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
STATEMENT OF REVENUES, EXPENDITURES AND ENCUMBRANCES 
BUDGET AND ACTUAL - MAJOR GOVERNMENTAL FUNDS 
GENERAL FUND (Fund 06500) 
Year Ended June 30, 2016 

Original 
Budget 

Revenues 
State General Fund appropriations $ 3,424,800 
Federal grants - operating 
Miscellaneous 

Total revenues $ 3,424,800 

Expenditures 
Current: 

Personal services and employee benefits $ 2,754,900 
Contractual services 1,131 ,600 
Other costs 824,500 

Total expenditures $ 4,7 11 ,000 

Reconciliation of GAAP basis to budget basis revenues: 

Revenue - GAAP basis 
Special appropriation revenue not included in budget 
Federal contract receivable not included in budget 

Revenue - budget basis 

Note: 

Final 
Budget 

3,404,300 
1,250,000 

4.654,300 

2,983 ,400 
911 ,100 
896,000 

4,790,500 

The actual expenditures on the budget basis do not include any accounts payable 
that required a request to pay prior year bills out of the FY 2017 budget. 

The Notes to the Financial Statements are an integral part of this statement. 

20 

Actual Variance 
Budget Favorable 
Basis (Unfavorable) 

3,404,300 
675,833 (574, 167) 

150 150 

4,080.283 (574,017) 

2,706,132 277,268 
763,733 147,367 
709,421 186,579 

4,179,286 611,2 14 

$ 4,471,858 
( 136,200) 
(255.375) 

$ 4,080,283 



ST ATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
STATEMENT OF REVENUES, EXPENDITURES AND ENCUMBRANCES 
BUDGET AND ACTUAL - MAJOR GOVERNMENT AL FUNDS 
VETERANS' APPROVAL SPECIAL REVENUE FUND (Fund 89600) 
Year Ended June 30, 2016 

Original 
Budget 

Revenues 
Federal grants - operating $ 164,000 

Total revenues $ 164,000 

Expenditures 
Current: 

Personal services and employee benefits $ 142,700 
Contractual services 
Other costs 21,300 

Total expenditures $ 164,000 

Note: 
The actual expenditures on the budget basis do not include any accounts payable 
that required a request to pay prior year bills out of the FY 2017 budget. 

The Notes to the Financial Statements are an integral part of this statement. 
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Actual Variance 
Final Budget Favorable 

Budget Basis (Unfavorable) 

164,000 178,867 14,867 

164,000 178,867 14,867 

145,700 143,282 2,418 

54,061 18,675 35,386 

199,761 161 ,957 37,804 



ST ATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
STATEMENT OF REVENUES, EXPENDITURES AND ENCUMBRANCES 
BUDGET AND ACTUAL - MAJOR GOVERNMENT AL FUNDS 
ARMED FORCES VETERANS' LICENSE SPECIAL REVENUE FUND (Fund 78400) 
Year Ended June 30, 2016 

Original Final 
Budget Budget 

Revenues 
Miscellaneous and other $ 

Total revenues $ 

Expenditures 
Current: 

Other costs $ 99,900 99,900 

Total expenditures $ 99,900 99,900 

The Notes to the Financial Statements are an integral part of this statement. 
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Actual Variance 
Budget Favorable 
Basis (Unfavorable) 

113,192 113,192 

113,192 113,192 

77,854 22,046 

77,854 22,046 



ST ATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
STATEMENT OF REVENUES, EXPENDITURES AND ENCUMBRANCES 
BUDGET AND ACTUAL - MAJOR GOVERNMENT AL FUNDS 
VETERANS' ENTERPRISE SPECIAL REVENUE FUND (Fund 20490) 
Year Ended June 30, 2016 

Revenues 
Federal grants - operating 
Miscellaneous 

Total revenues 

Expenditures 
Current: 

$ 

$ 

Personal services and employee benefits $ 
Contractual services 
Other costs 

Original Final 
Budget Budget 

Actual Variance 
Budget Favorable 
Basis (Unfavorable) 

51 ,808 51 ,808 
3,479 3,479 

55,287 55,287 

Total expenditures $ ================================================= 

The Notes to the Financial Statements are an integral part of this statement. 
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STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES 
AGENCY FUNDS 
J une 30, 2016 

Assets 
Investment in the State Treasurer General Fund 

Investment pool 
Cash on deposit in banks 
Investments and other property 
Due from other state agencies 

Total assets 

Liabilities 
Assets held for others 

Total liabilities 

$ 

$ 

$ 

$ 

The Notes to the Financial Statements are an integral part of this statement. 

24 

19,983 
149,757 

7,836,416 
318 

8,006,474 

8,006,474 

8,006,474 



STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2016 

NOTE 1. ORGANIZATION 

1. History and Functions 

The Department ofVeterans' Services (the Department) is a cabinet-level department created by the 
Laws 2003, Ch.403 and is governed by Section 9-22-1 through 9-22-20, NMSA 1978. The mission 
of the Department of Veterans' Services is to assist veterans, widows, and children of veterans in 
establishing the privileges to which they are entitled. 

The Department is responsible for: 

A. assisting veterans, their surviving spouses and their children in the preparation, presentation 
and prosecution of claims against the United States arising by reason of military or naval 
service; 

B. assisting veterans, their surviving spouses and their children in establishing the rights and the 
procurement of benefits that have accrued or may accrue to them pursuant to state law; 

C. disseminating information regarding laws beneficial to veterans, their surviving spouses and 
their children, and 

D. cooperating with agencies of the United States that are or may be established for the 
beneficial interest of veterans, to which end the Department may enter into agreements or 
contracts with the United States for the purpose of protecting rights or benefits of veterans. 

The Department includes the following divisions: 

I) Administrative Services Division; 
2) Field Services Division; 
3) State Approving Division, and 
4) State Benefits Division 

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The financial statements of the Department ofVeterans' Service (Department) have been prepared in 
confonnity with accounting principles generally accepted in the United States of America (GAAP) 
as applied to government units. The Governmental Accounting Standards Board (GASB) is the 
accepted standard-setting body for establishing governmental accounting and financial reporting 
principles. The more significant of the Department's accounting policies are described below: 
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STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2016 

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

A. Reporting Entity and Component Units 

The Department is a department of the primary government, of the State of New Mexico. These 
financial statements present the financial position and results of operations of only those Statewide 
Human Resources, Accounting and Management Reporting System Accounting System (SHARE) 
funds for which the Department has oversight responsibility. The District is a user organization of 
the SHARE system. The service organization is the Department of Finance and Administration 
(DFA). 

The Department has decision making authority, the power to designate management, the 
responsibility to significantly influence operations, and primary accountability for fiscal matters. 

The Department is not included in any other governmental "reporting entity" as defined in Section 
2100, Codification of Governmental Accounting and Financial Reporting Standards, but would be 
included in a state-wide Comprehensive Annual Financial Report (CAFR). 

In evaluating how to define the Department for financial reporting purposes, management has 
considered all potential component units. The decision to include a potential component unit in the 
reporting entity was made by applying the criteria set forth in GAAP. The basic, but not the only, 
criterion for including a potential component unit within the reporting entity is the government 
body's ability to exercise oversight responsibility. The most significant manifestation of this ability 
is financial interdependency. Other manifestations of the ability to exercise oversight responsibility 
include, but are not limited to, the selection of governing authority, the designation of management, 
the ability to significantly influence operations and accountability for fiscal matters. The other 
criterion used to evaluate potential component units for inclusion or exclusion from the reporting 
entity is the existence of special financing relationships, regardless of whether the Department is able 
to exercise oversight responsibilities. Based upon the application of these criteria, the Department 
does not have any component units. 

B. Government-Wide and Fund Financial Statements 

The government-wide financial statements, statement of net position and statement of activities, 
report infonnation on all of the non-fiduciary activities. The Department also has fiduciary 
activities. When applicable, the effect of inter-fund activity is eliminated from the statement of net 
position and the statement of activities in order to avoid a grossing-up effect on the assets and 
liabilities within the statement of net position and the "doubling-up" effect on the statement of 
activities. The Department does not have any business-type activities; therefore, only government 
activities are shown. Governmental activities are nonnally supported by taxes and intergovernmental 
revenues. 

26 



STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
NOTES TO FINANCIAL ST A TEMENTS 
June 30, 2016 

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

B. Government-Wide and Fund Financial Statements (Continued) 

The fund financial statements, the balance sheet and the statement of revenues, expenditures and 
changes in fund balances are presented to report additional and detailed infonnation about the 
Department. Emphasis is on the major funds of the governmental category. The General Fund, 
Veterans' Approval Fund, Armed Forces Veteran's License Fund, Veterans' Enterprise Fund, and 
the cemetery fund have been classified as major funds. The General Fund is the Department's 
operating fund and includes all financial transactions conducted to fulfill its general government 
function. It accounts for all financial resources of the Department. There were no nonmajor funds. 

The Department's fiduciary funds are presented in the fund financial statements by type. Since by 
definition these assets are being held for the benefit of a third party and cannot be used to address 
activities or obligations of the government, these funds are not incorporated in the government-wide 
statements. 

The focus is on the Department as a whole and the fund financial statements, including the major 
individual funds of the governmental category, as well as the fiduciary fund by category. 

The financial transactions of the Department are recorded in individual funds, each of which is 
considered a separate accounting entity. The operations of each fund are accounted for with a 
separate set of self-balancing accounts that comprise its assets, liabilities, fund balance, revenues, 
expenditures or expenses and other financing sources or uses. Government resources are allocated 
to, and accounted for in individual funds based upon the purpose for which they are to be spent and 
the means by spending activities are controlled. 

The new model sets forth the minimum criteria (percentage of the assets, liabilities, revenues, or 
expenditures of either fund category or the governmental and enterprise combined) for the 
detennination of major funds. 

The following fund types are used by the Department: 

Governmental Fund Types 

All governmental fund types are accounted for on a spending or financial measurement focus. Only 
current assets and liabilities are generally included on their balance sheets. Their reported fund 
balance (net current position) is considered a measure of available spendable resources. 
Governmental fund operating statements present increases (revenues and other financing sources) 
and decreases (expenditures and other financing uses) in net current position. 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 govenunental fund types is limited 
to exclude amounts represented by noncurrent liabilities. Since they do not affect net current 
position, such long-term amounts are not recognized as governmental fund type expenditures. 
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ST ATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2016 

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

B. Government-Wide and Fund Financial Statements (Continued) 

General Fund - The General Fund is the general operating fund of the Department and a major 
fund. It is used to account for all financial resources except those required to be accounted for in 
another fund . The General Fund is made up of the following Statewide Human Resources, 
Accounting and Management Reporting System Accounts System (SHARE) fund. 

06500 General Operating - The operating account for the Department. This is a reverting fund. 

Special Revenue Funds - The Special Revenue Funds are used to account for the proceeds of 
specific revenue sources (other than major capital projects) that are legally restricted to expenditures 
for specified purposes. The Department's Special Revenue Funds are as follows: 

20490 Veterans ' Enterprise Special Revenue Fund -Enacted by the Legislature of the State ofNew 
Mexico under Chapter 9, Article 22 NMSA 1978. This fund consists of appropriations, gifts, 
grants, donations, bequests, proceeds from the sale of publications produced by the 
Department, fees collected by the depa1tment and public or private funds applied for and 
received by the department to carry out its programs, duties or services. This fund is non
reverting to the State General Fund per Section 9-22-1 , NMSA 1978. 

78400 Armed Forces Veterans' License Special Revenue Fund - The purpose of providing special 
registration plates for veterans. A portion of the fee collected shall be credited to the fund. 
Expenditures are for the purpose of expanding services to rural areas of the State including 
Native American communities and senior citizen centers. This fund is non-reverting to the 
State General Fund as per Section 66-3-419.F, NMSA 1978. 

89600 Veterans ' Approval Special Revenue Fund - This is created within the New Mexico 
Veterans' Service Department the 'Veterans Approval Agency' to carry out the state 
obligation under provision of 38 USC Section 1771 , Article 13 Section 28-13-13. (Former 
Sub-chapter VII of Chapter 17 was renumbered Sub-chapter IV of Chapter 20. Section 1771 
was renumbered Section 3671.) The purpose of this fund is to collect administrative monies 
from the U.S. Department of Veterans' Affairs. These monies are used for administrative 
costs of the Veterans' Approval Agency which is now supervised by the director of the New 
Mexico Department of Veterans' Services. The fund is non-reverting to the State General 
Fund pursuant to the above cited sections of the U.S. Code. 
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STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
NOTES TO FINANCIAL ST A TEMENTS 
June 30, 2016 

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

B. Government-Wide and Fund Financial Statements (Continued) 

Capital Project Funds-Capital Project Funds are used to account for financial resources to be used 
for the acquisition or construction of major capital facilities. The Department's major Capital Project 
Funds are as follows: 

50280 Cemetery Construction Capital Project Fund- This fund disburses grant funds received from 
the U.S. Department of Veterans Affairs for the construction ofregional Veterans' National 
Cemeteries within the State. This fund is non-reverting to the State General Fund 

Fiduciary Fund Types 

Fiduciary fund types include trust and agency funds, which are used to account for assets held by the 
Department in the capacity of trustee or agent. 

Agency Funds - Agency funds are used to account for assets held as an agent for other 
governmental units, individual and other funds. The agency funds are custodial in nature (assets 
equal liabilities) and do not involve measurement of results of operations. Agency funds of the 
Department are used to account for the proceeds of settlement and court decisions until the proceeds 
may be distributed to the proper recipients. The Department's agency funds are as follows: 

Veterans' Trust Fund (Fund # 11240) -This fund is used to account for the estates of veterans 
and minor children of veterans where the Department is appointed guardian or conservator. The 
funds come from the Veterans Administration, Social Security, Railroad Retirement, Civil 
Service Annuity, and other sources such as rent, royalties, insurance payments and inheritance 
funds. Disbursements are for support and maintenance, clothing, dental, medical and school 
expenses for the wards and other dependents. Also involved are other types of transactions such 
as purchases and selling real estate, buying furniture and automobiles and renting housing. All 
funds are deposited to the wards' accounts at the First National Bank of Santa Fe. Funds are 
invested and disbursed by the Trustee Bank, the First National Bank of Santa Fe. 

Cemetery Fund (Fund # 12300) - This fund is administered by the New Mexico Department of 
Veterans' Services. Effective February 9, 2015, Senate Bill 368 was passed relating to this fund 
which, changed the name from the Veterans' National Cemetery Fund to the Veterans' State 
Cemetery Fund, removed a requirement that certain excess amounts in the fund be distributed to 
the substance abuse education fund , and repealed Section 7-2-27 NMSA 1978 to increase the 
size of the national veterans cemetery in Santa Fe. Donations come from citizens and via 
designation on their New Mexico income tax returns. 
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ST ATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2016 

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation 

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and 
reported in the financial statements. Basis of accounting is related to timing of the measurements 
made, regardless of the measurement focus applied. 

The government-wide financial statements and the fiduciary financial statements are reported using 
the economic resources measurement focus and the accrual basis of accounting. Gains, losses, 
assets, deferred outflows ofresources, liabilities, and deferred inflows ofresources resulting from 
exchange transactions are recognized when the exchange takes place. Revenues, expenses, gains, 
losses, and assets and liabilities resulting from nonexchange transactions are recognized in 
accordance with the requirements of GASB Statement No. 33. The Department's program revenues 
consist of federal grants and charges for services. Revenue from federal grants is recognized when 
all eligibility requirements have been met on a "reimbursement basis." Charges for services consists 
of fees collected from sales oflicense plates. All other revenues are considered general revenues. 
Capital assets are reported at historical cost and depreciated over their estimated useful lives. 
Depreciation expense is reported in the statement of activities. 

Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Only current assets and current 
liabilities are included on the balance sheet. The reported fund balance is considered a measure of 
available spendable resources. 

Governmental fund operating statements present increases (revenues and other financing sources) 
and decreases (expenditures and other financing uses) in fund balance. Accordingly, they are said to 
present a summary of sources and uses of spendable resources during a period. Revenues are 
available if collectible within the current period or soon enough afterwards to pay liabilities of the 
current period. The Department considers revenues to be available if collected within sixty days of 
the end of the fiscal year. Expenditures are recorded when a liability is incurred, as under accrual 
accounting. The Department does not have any debt service expenditures. The current portion of 
the compensated absences liability is not included in the fund financial statements because the State 
of New Mexico does not budget for any compensated absences in the current year. 
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STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
NOTES TO FINANCIAL ST A TEMENTS 
June 30, 2016 

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

D. Receivables and Payables 

When applicable, amounts "due to/from other funds" between the two SHARE funds are netted for 
financial statement presentation when they are combined into the General Fund. Any amounts "due 
to/from other agencies" shown in the General Fund reflect outstanding balances of the receivables 
and payables between the Department and other departments of the State of New Mexico. Amounts 
shown as "due to the State General Fund" reflect current year reversions for unexpended 
appropriations for the cuITent fiscal year. Balances to which a fiduciary fund is a party are treated as 
"external" receivables and payables. 

E. Capital Assets 

Capital assets of the Department include data processing equipment, furniture and fixtures, and 
equipment. The Department does not have any infrastructure. Capital assets are defined in Section 
12-6-10 NMSA 1978. Section I 2-6- I 0 NMSA 1978 was amended effective June 19, 2005 changing 
the capitalization threshold of movable chattels and equipment from items costing more than $1,000 
to items costing more than $5,000. Such assets are recorded at historical cost. Donated capital 
assets are recorded at estimated fair market value at the date of donation. Computer software which 
is purchased with computer equipment is included as part of the capitalized computer equipment in 
accordance with 2.20.1.9 C (5) NMAC. The Department does not develop computer software. The 
cost of maintenance and repairs that do not add to the asset value or materially extend assets lives are 
not capitalized. The Department does not undertake major capital projects involving interest costs 
during the construction phase. There is no debt related to the capital assets. Capital assets of the 
Department are depreciated using zero salvage value and the straight-line method over the following 
estimated useful lives: 

Machinery and equipment 
Infonnation technology equipment 
Furniture and fixtures 

5 years 
5 years 
7 years 

The Department utilizes facilities and buildings that are owned by the Property Control Division of 
the State of New Mexico General Services Department. These assets and the related depreciation 
expense are not included in the accompanying financial statements. GASB 34 requires the recording 
and depreciation of infrastructure assets, such as roads, bridges, etc. The Department does not own 
any infrastructure assets. 
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STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2016 

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

F. Budgets and Budgetary Accounting 

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

1. No later than September 151
, the Department prepares a budget request by appropriation unit 

to be presented to the next Legislature. 

2. The appropriation request is submitted to the Department of Finance and Administrations 
Budget Division (DF A) and to the Legislative Finance Committee (LFC). 

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

4. LFC holds hearings on the appropriation request, also submitting recommendations and 
adjustments before presentation to the Legislature. 

5. Both the OF A and LFC recommended appropriation proposals are presented to the 
Legislature for approval of the final budget plan. 

6. Budgetary control is exercised by the Department at the appropriation unit level. Budget 
Adjustment Requests (BARs) are approved by the DFA Budget Division. 

7. The budget for the General Fund and all Special Revenue Funds is adopted on a modified 
accrual basis of accounting. Per the General Appropriations Act, Laws of 2008, Chapter 
109, Section 3, Subsections N and 0 , the budgetary basis is modified accrual. However, 
there is a statutory exception. The budget is adopted on the modified accrual basis of 
accounting except for accounts payable accrued at the end of the fiscal year that do not get 
paid by the statutory deadline per Section 6-10-4 NMSA 1978. Those accounts payable 
require approval to pay prior year bills out of the current budget. 

8. The original budget differs from the final budget presented in the budget comparison 
statements by amendments made during the fiscal year. 

9. Appropriations lapse at the end of the fiscal year. 
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NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

F. Budgets and Budgetary Accounting (Continued) 

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

In accordance with the requirements of Section 2.2.2. I O.A(2) (b) of 2.2.2 NMAC Requirements for 
Contracting and Conducting Audits of Agencies and the allowance made by GASB 34 footnote 53, 
the budgetary comparison statement for the General Fund and for each major special revenue fund 
have been included as part of the basic financial statements. 

G. Accrued Compensated Absences 

Annual leave and other compensated absences with similar characteristics are accrued as a liability 
as benefits are earned 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 tennination or 
retirement. 

Where applicable, the compensated absence liability is presented in two parts in the govemment
wide financial statements, a current portion and long-term portion. The current portion is the amount 
expected to be expended within one year of fiscal year end. It is an estimate management 
determined by comparing the amount actually paid out during the current fiscal year compared to the 
liability balance at year end. 

Employees accumulate annual leave at a rate based on appointment date and length of continuous 
service. 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 tenninate, they are compensated at 
their current hourly rate for accumulated unpaid annual leave as of the date of termination, up to a 
maximum 240 hours. 

Employees accumulate sick leave at a rate of 3.69 hours per pay period. There is no limit to the 
amount of sick leave that an employee may accumulate. State agencies are allowed to pay fifty 
percent of each employee's hourly rate for accumulated sick leave over 600 hours, up to 120 hours. 
Payment may be made only once per fiscal year at a specified pay period in either January or July. 
Additionally, upon retirement those employees with over 600 hours accumulated sick leave have the 
option to convert 400 hours of such leave to cash at one half of their hourly rate. 
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G. Accrued Compensated Absences (Continued) 

Fair Labor Standards Act (FLSA) states that nonexempt employees accumulate compensation time 
at a rate of 1.5 times the number of hours worked, in excess of forty hours per week, based on their 
regular hourly rate. Exempt and classified employees who are FLSA exempt accumulate 
compensation time at the same rate as the number of hours worked. 

Exempt employees cannot carry forward unused compensation time into January of the subsequent 
calendar year. Overtime must be preapproved by management. Payment of this liability can be 
made by compensated leave time or cash payment. 

Accrued compensated absences consist of accumulated annual leave, sick leave between 600 and 
720 hours, compensatory leave for employees, including the related employers ' matching FICA and 
Medicare payroll taxes. 

H. Reversions 

Any unexpended balance remaining in SHARE Fund #06500 is generally reverted to the State 
General Fund. The General Appropriations Act of 2004, Section 3, Subsection N, states that "for the 
purpose of administration of the General Appropriations Act of2005, 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." In 
accordance with the Department of Finance and Administration's "Basis of Accounting-Modified 
Accrual and the Budgetary Basis," the Office has accrued as payables amounts owed for goods and 
services received by year end. Any remaining SHARE Fund 06500 fund balance not specifically 
reserved for prepaid postage or federal grant funds accounted for separately is being reverted to the 
State General Fund in accordance with Section 6-5-10, NMSA 1978. Fund 78400, Armed Forces 
Veterans' License Fund is nonreverting per Section 66-3-4 l 9F, NMSA 1978. Fund 89600 Veterans' 
Approval Fund is nonreverting per 38 USC Section 1771, Article 13, Section 28-13-13 of the U.S. 
Code. 

In addition, unexpended balances of special appropriations are reverted when required by law. 
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I. Federal Grants Receivable (Deferred Revenue) 

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 and fiscal balances at fiscal year end represent an excess of 
modified accrual basis expenditures over cash reimbursements received to date. Conversely, 
deferred revenue balances represent an over draw of cash (advances) in excess of modified accrual 
basis expenditures. Generally, receivable or deferred revenue balances caused by differences in the 
timing of cash reimbursements and expenditures are returned to the grantor in the remaining grant 
period. 

Detennining the amount of expenditures reimbursable by the federal government, in some cases, 
requires management to estimate allowable costs to be charged to the federal government. As a 
result of this and other issues, management provides an allowance for potential contractual 
allowances for federal revenue. Any changes in these estimates are recorded in the period that the 
estimate is changed. 

J. Net Position/Fund Balance 

In the government-wide financial statements, net position consists of three components: net 
investment in capital assets; restricted; and unrestricted. The Department has no debt related to 
capital assets; therefore, net assets invested in capital assets equal the capital assets, net ofrelated 
accumulated depreciation. The government-wide statement of net positon reports $4 77 ,888 of 
restricted net position as stipulated by resource providers (grantor, contributor, other government 
enabling legislation) that the funds would be used for a specific purpose, of which $412,756 is 
restricted by enabling legislation. The government-wide statement of net positon also reports an 
unrestricted deficit net position of$ l 59,061 which relates to the liability for compensated absences 
(not considered in the reversion calculation for amounts due to State General Fund). Generally, the 
Department would first apply restricted resources when an expense is incurred for purposes for 
which both restricted and unrestricted net positions are available. 

Fund balance amounts are reported within one of the fund balance categories list below: 

1. Nonspendable - includes amounts that cannot be spent because (1) they are either not in 
spendable fonn or (2) they are legally or contractually required to be maintained intact. 
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J. Net Position/Fund Balance (Continued) 

2. Restricted - fund balance category includes amounts that can be spent only for the specific 
purposes stipulated by constitution, external resource providers, or through enabling 
legislation. 

3. Committed - fund balance classification includes amounts that can be used only for 
specific purposes pursuant to constraints imposed by formal action of the government's 
highest level of decision-making authority. Those committed amounts cannot be used for 
any other purpose unless the government's highest level of decision-making authority 
removes or changes the specified use by taking the same action it employed to previously 
commit those amounts. 

4. Assigned - fund balance constrained by the government's intent to be used for specific 
purposes, but are neither restricted nor committed. Intent should be expressed by (a) the 
governing body itself or (b) a body (a budget or finance committee, for example) or 
official to which the governing body has delegated the authority to assign amounts to be 
used for specific purposes 

5. Unassigned - fund balance is the residual classification for the government's general fund 
and includes all spendable amounts not contained in the other classifications. 

The Department has reviewed each of the classifications and has detennined that the Armed Forces 
Veterans' License fund balance is restricted for the purpose of expanding services to rural areas of 
the State, including Native American communities and senior citizen centers in compliance with 66-
3-419 .F, NMSA 1978; The Veterans Approval fund is restricted for administrative costs of the 
Veterans' Approval Agency to carry out the state obligation under provision of 38 USC Section 
1771 , Article 13 Section 28-13-13; and the Veterans' Enterprise Fund is restricted to carry out the 
Department programs, duties or services, or as restricted by donors or grant agreements. Balances 
held in the Armed Forces License fund and the Veterans Enterprise fund, totaling $412,756, are 
restricted by enabling legislation. 

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance 
is available, the Department considers restricted funds to have been spent first. When an expenditure 
is incurred for which committed, assigned, or unassigned fund balances are available, the 
Department considers amounts to have been spent first out of committed funds, then assigned funds, 
and finally unassigned funds, as appropriate opportunities arise, but reserves the right to selectively 
spend unassigned resources first to defer the use of these other classified funds. 

K. Use of Estimates 

The preparation of financial statements in confonnity with accounting principles generally accepted 
in the United States of America requires management to make estimates and assumptions that affect 
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported amounts of revenues and expenses during the 
reporting period. Actual results could differ from those estimates. 
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L. Implementation of New Accounting Standards 
During fiscal year 2016, the Department adopted the following GASB Statements: 

GASBS No. 72-Fair Value Measurement and Application. Effective for periods beginning after 
June 15, 2015. The objective of this Statement is to improve financial reporting by requiring 
measurement of certain assets and liabilities at fair value using a consistent and more detailed 
definition of fair value and accepted valuation techniques. This statement also enhances fair value 
application guidance and related disclosures in order to provide infonnation to financial statement 
users about the impact of fair value measurements on a government's financial position. 

GASBS No. 76- The Hierarchy o.fGeneralzy Accepted Accounting Principles.for State and Local 
Governments. Effective for periods beginning after June 15, 2015. The objective of this Statement 
is to identify, in the context of the current governmental financial reporting environment, the 
hierarchy of generally accepted accounting principles (GAAP). This Statement reduces the GAAP 
hierarchy to two categories of authoritative GAAP and addresses the use of authoritative and 
nonauthoritative literature in the event that the accounting treatment for a transaction or other event 
is not specified within a source of authoritative GAAP. The statement did not have an impact on the 
District's financial statements. 

M. Subsequent Events 

Management has evaluated subsequent events through November 28, 2016, the date which the 
financial statements were available to be issued 

NOTE 3. CASH - INVESTMENTS AND COLLATERAL 

A. Interest (Deficit) in the General Fund Investment Pool 

The State General Fund Investment Pool (SGFIP) 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 SGFIP. The fund also comprises numerous State agency accounts 
whose assets, by statute (Section 8-6-3 NMSA 1978), must be held at the State Treasury. 

Section 8-6-3 NMSA 1978 NMSA, requires that all money of the state except when otherwise 
specially provided, be kept by the State Treasurer. Cash of the Board is maintained on deposit with 
State Treasurer in the State General Fund Investment Pool (SGFIP). The State Treasurer, with the 
advice and consent of the state board of finance, may invest money held in demand deposits and not 
i1mnediately needed for operations, in securities in accordance with Sections 6-10-10 I through 0 , 
NMSA 1978 as amended. 
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A. Interest (Deficit) in the General Fund Investment Pool (Continued) 

For additional disclosure information regarding the investment in the State Treasurer' s SGFIP, the 
reader should see the separate audit report for the State Treasurer's Office for the fiscal year ended 
June 30, 2015, review the State Treasurer's Investment Policy at 
http://www.nmsto.gov/investment_policy _ l and review Sections 2.60.4.1 through 2.60.4.15 of the 
New Mexico Administrative Code, regarding Investment of Deposits of Public Funds Depository 
Bank Requirements, Collateral Level Requirements, and Custodial Bank Requirements. 

At June 30, 2016, the Department had the following invested in the General Fund Investment Pool: 

Balance 
Agency SHARE per 

Account Name Number Fund SHARE 

NM Veterans' Service 67000 06500 $ 261,016 
Veterans' Approval Fund 67000 89600 25,879 
Armed Forces Veterans' 

License Fund 67000 78400 235,442 
Veterans ' Enterprise Fund 67000 20490 164,779 
Cemetery Construction Fund 67000 50280 439,833 
Severance Tax Bond Capital 

Projects Fund 67000 89200 (38,417) 

Total government funds 1,088,532 

Cemetery Agency Fund 67000 12300 19 983 

Total cash and investments in SGFIP $ 1.108.515 

B. Cash in Bank (First National Bank of Santa Fe Trust Department) 

1. Cash on deposit with the First National Bank of Santa Fe Trust Department represents 
fiduciary funds held in trust as conservator or personal representative of estates of certain 
wards presented in the Veterans ' Trust Fund. Since these deposits are held at the bank as 
individual trusts, they are insured by the Federal Deposit Insurance Corporation and the 
individual accounts are not exposed to custodial credit risk. This amount is included as a 
part of cash. There was a $149,757 cash balance as of June 30, 2016. 

2. Burial savings accounts of $10,804 with the First National Bank of Santa Fe - Trust 
Department at June 30, 2016 represent fiduciary funds held in trust as conservator or 
personal representative of estates of certain wards presented in the Veterans' Trust Fund. 
These deposits are insured by the Federal Deposit Insurance Corporation and are not exposed 
to custodial credit risk. This amount is included as a part of investments and other property. 
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C. Investments (First National Bank of Santa Fe Trust Department) 

Credit Risk, Custodial Credit Risk and Interest Rate Risk 

The First National Bank of Santa Fe Trust Department (Trustee) invests veterans' benefits in the 
Veterans' Trust Fund under a trust agreement with the Department. The Department is the 
conservator or personal representative of the estates of certain wards pursuant to Section 28-13-9, 
NMSA 1978. The trustee holds, manages, invests, and receives the trust- estate, collects income and 
disposes of the net income and principal in accordance with the trust agreement. The trustee is 
specifically authorized and empowered to "invest and reinvest any funds of the trust estate in 
deposits, assets, or other, securities, or property insured by an agency of the federal government, 
such as, but not limited to the Federal Deposit Insurance Corporation and the Federal Savings and 
Loan Insurance Corporation or obligation issued by the United States Government or its agencies, or 
money market funds limited to investment in obligations of the United States Government or its 
agencies or other legal investments as in its discretion it shall deem advisable." 

The trustee shall develop a general plan or plans for investment, not less than once a year. The 
trustee shall invest property and income in accordance with the plan. The compensation to the 
trustee is 1 % per annum of the total value of the managed trust estate and the trustee shall create and 
manage an "individual account" on behalf of each of the wards for whom the granter has been 
appointed conservator by a court of competent jurisdiction. 

The Department's investments in the Veterans' Trust Fund at June 30, 2016 included the following: 

Investment 

U.S. Savings Bonds Series EE 
Mutual Funds 
Federal Government - Money 
market fund 

Total investments 

Other Property 
Automobiles, mobile homes, 

real estate and other 
Burial savings accounts 

Total other property 

Maturities 

Various through 911/22 
NIA 

NIA 

NIA 
NIA 

Total investments and other property 

39 

$ 

Carrying 
Amount 

200 
6,359,763 

624,811 

6,984,774 

856,460 
10 804 

867,264 

$ 7.852,038 

Fair Value 

476 
6,349,966 

624,8 11 

6,975,253 

850,359 
10 804 

861 .163 

7.836.416 
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NOTE 3. CASH - INVESTMENTS AND COLLATERAL (CONTINUED) 

C. Investments (First National Bank of Santa Fe Trust Department) (Continued) 

The Department categorizes its fair value measurements within the fair value hierarchy established 
by generally accepted accounting principles. The hierarchy is based on the valuation inputs used to 
measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for identical 
assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are significant 
unobservable inputs. 

The Department has the following recurring fair value measurements as of June 30, 2016: 
• U.S. Savings bonds totaling $476, Mutual Funds totaling $6,349,966, Federal Government 

Money Market Funds totaling $624,811 and savings accounts totaling $10,804, valued using 
quoted market prices (Level 1 inputs) 

The Department also has nonrecurring fair value measurements as of June 30, 2016, for other 
property and real estate held by the trust department on behalf of beneficiaries for which cost is 
deemed to represent the fair market value. The Department is not aware of any impairments to these 
investments (Level 3 inputs). 

Credit Risk, Custodial Credit Risk a11d /11terest Rate Risk (Conti11ued) 

Credit Risk 

All investments are insured by an agency of the federal government or registered or securities held 
by the trustee or its agent in the name of the Department. Investments are in accordance with the 
"general plan." Investments are in legal investments which have safety, assured income, stability of 
principal and ready convertibility. Investments in Mutual funds are subject to market fluctuations. 

Custodial Credit Risk 

For an investment, custodial credit risk is the risk that in the event of the failure of the counter-party, 
the Department will not be able to recover the value of its investments or collateral securities that are 
in possession of an outside party. 

All investment securities are insured and registered in the name of the Department or are held by 
either the counter-party or counter-party's trust department. 

Interest Rate Risk 

In accordance with its investment policy, the Department and trustee manages its exposure to 
declines in fair values and losses arising from increasing interest rates by limiting the modified 
duration of its investments to short periods of up to five years. 
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NOTE 4. RISK MANAGEMENT 

The Department is exposed to vaiious risks of loss related to torts; theft of, damage to, and 
destruction of assets; errors and omissions and natural disasters for which the government carries 
commercial insurance. The Department maintains commercial insurance through the Risk 
Management Division for coverage for workers compensation, auto liability, general liability, civil 
rights, property and contents, and fidelity bonds. Management believes that any potential loss would 
be adequately covered by insurance and would not result in any material adverse effect on the 
financial condition of the Department. During the past three years, the Department has not had any 
significant reduction in insurance coverage of settlements exceeding insurance coverage. 

NOTE 5. CAPITAL ASSETS 

Summaries of changes in capital assets and related depreciation for the year ended June 30, 2016, 
follows: 

Balance Balance 
6/30/15 Additions Deletions 6/30/ 16 

Capital Assets 
Information and technology equipment $ 58,291 58,291 
Furniture and fixtures 23,507 23,507 
Machinery and equipment 50 408 50 408 

Total capital assets $ 132.206 132.206 

Accumulated Depreciation 
Information and technology equipment $ 58,291 58,291 
Furniture and fixtures 23,507 23,507 
Machinery and equipment 50 408 50 408 

Total accumulated depreciation $ 128,358 3,848 132,2Q6 

Capital Assets, net of Accumulated Depreciation 
lnfomrntion and technology equipment $ 
Furniture and fixtures 
Machinery and equipment 

Net capital assets 

The Department does not have any debt related to capital assets. Assets are fully depreciated and 
thus there is no depreciation expense for the year ended June 30, 2016. 
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NOTE 6. COMPENSATED ABSENCES PAYABLE 

The Department has recognized a liability of $159 ,061 in the statement of net position for annual 
leave and compensated absences based on current pay rates and hours accumulated at June 30, 2016. 
Compensated absences are paid with General Fund appropriations out of SHARE Fund 06500. 

Balance Balance 
6130115 Increase Decrease 6130116 

Current 
Compensated absences payable $ 90,766 148, 781 (120,251) 119,296 

Long-term 
Compensated absences payable 30,255 49,593 ( 40,083) 39,765 

Total compensated absences payable $ 121.021 198.374 (160.334) 159.061 

NOTE 7. REVERSIONS 

Reversions to State General Fund 
The General Fund receives a State General Fund appropriation annually. Any unexpended funds at 
the end of the year revert to the State General Fund. In addition, any other revenue received in the 
fund which is not specifically appropriated by the Legislature also reverts to the State General Fund. 
Federal grant funds which are commingled in the Department's General Fund, are accounted for 
separately, and do not revert to the State General Fund. The Department of Veterans' Services was 
appropriated $3,404,300 for fiscal year 2016. Special appropriations totaled $136,200 for fiscal year 
2016. 

General Fund 

Fund balance, July 1, 2015 

Revenue 
Expenditures 
Reversions 

Fund balance, June 30, 2016 

Due to State General Fund for 2016 appropriations 

Composition of amount due to General Fund by fiscal year appropriation: 
2016 fiscal year 
2015 fiscal year 
Stale dated warrants 

Total due to State General Fund, June 30, 2016 

42 

$ 

$ 

$ 

$ 

4,471 ,858 
(4,179,286) 

(292.572) 

292.572 

292,572 
6,659 
2 083 

301.314 
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NOTE 7. REVERSIONS (CONTINUED) 

Reversions to State Board of Finance 
In fiscal year 2015, the Department was awarded a $600,000 severance tax bond appropriation for 
the purpose of planning, design, land acquisition, and pre-construction work prior to receiving 
federal funds for the construction ofregional veterans' national cemeteries. After a portion of the 
funds were expended, a legal question arose concerning federal reimbursement of these funds. As a 
result, the total of the amount which had been received to date was reverted back to the State Board 
of Finance, and a new appropriation of $600,000 was awarded. The total reverted was $263,946 at 
June 30, 2016. 

NOTE 8. ASSETS HELD IN CUSTODY FOR OTHERS 

Assets held in trust consist of cash, investments, real property and miscellaneous property held in 
trust for veterans. All real property is reported on the financial statements at acquisition cost of the 
items or an estimate of what acquisition cost was for items transferred into the Department of 
Veterans' Services guardianship. 

NOTE 9. PERA PENSION PLAN 

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 
repo11 maybe obtained by writing to PERA, P.O. Box 2123, Santa Fe, NM 87504-2123. The report 
is also available on PERA' s website at www.pera.state.nm.us. 

Funding Policy. Plan members are required to contribute 8.92% of their gross salary. The 
Department is required to contribute 16.99% 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, 2016, 2015, and 2014 were 
$338,871 , $250,617, and $233,553, respectively, which equal the amount of the required 
contributions for each fiscal year. 
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NOTE 9. PERA PENSION PLAN (CONTINUED) 

The Department, as a part of the primary government of the State of New Mexico, is a contributing 
employer to a cost-sharing multiple employer defined benefit pension plan administered by the 
Public Employees Retirement Association (PERA). Disclosure requirements for governmental 
funds apply to the primary government as a whole, and as such, this information will be presented in 
the Component Appropriation Funds Annual Financial Report (General Fund) and the 
Comprehensive Annual Financial Report (CAFR) of the State of New Mexico. 

Information concerning the net pension liability, pension expense, and pension-related deferred 
inflows and outflows of resources of the primary govenunent will be contained in the General Fund 
and the CAFR and will be available, when issued, from the Office of State Controller, Room 166, 
Bataan Memorial Building, 407 Galisteo Street, Santa Fe, New Mexico, 87501. 

NOTE 10. POST-EMPLOYMENT BENEFITS-STATE RETIREE HEALTH CARE PLAN 

Plan Description. Department ofVeterans' Services contributes to the New Mexico Retiree Health 
Care Fund, a cost-sharing multiple-employer defined benefit postemployment health care 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 govenunent agencies, their spouses, dependents, and surviving spouses and dependents. 
The RHCA Board was established by the Retiree Health Care Act (Chapter I 0, Article 7C, NMSA 
1978). The Board is responsible for establishing and amending benefit provisions of the health care 
plan and is also authorized to designate optional and/or voluntary benefits like dental, vision, 
supplemental life insurance, and long-tenn care policies. 

Eligible retirees are: 1) retirees who make contributions to the fund for at least five years prior to 
retirement and whose eligible employer during that period of time made contributions as a 
participant in the RHCA plan on the person's behalf unless that person retires before the employer's 
RHCA effective date, in which event the time period required for employee and employer 
contributions shall become the period oftime between the employer's effective date and the date of 
retirement; 2) retirees defined by the Act who retired prior to July I , 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 infonnation for the post-employment health care plan. That report and 
further infonnation can be obtained by writing to the Retiree Health Care Authority at 4308 Carlisle 
NE, Suite 104, Albuquerque, NM 87107. 
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NOTE 10. POST-EMPLOYMENT BENEFITS-STATE RETIREE HEALTHCARE PLAN 
(CONTINUED) 

Funding Policy. The Retiree Health Care Act (Section I 0-7C-l 3 NMSA 1978) authorizes the 
RHCA Board to establish the monthly premium contributions that retirees are required to pay for 
health care 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 offive 
dollars if the eligible participant retired prior to the employer's RHCA effective date or is a fonner 
legislator or former governing authority member. Fonner legislators and governing authority 
members are required to pay I 00% of the insurance premium to cover their claims and the 
administrative expenses of the plan. The monthly premium rate schedule can be obtained from the 
RHCA or viewed on their website at www.nmrhca.state.nm.us. 

The employer, employee and retiree contributions are required to be remitted to the RHCA on a 
monthly basis. The statutory requirements for the employer and employee contributions can be 
changed by the New Mexico State Legislature. Employers that choose to become participating 
employers after January 1, 1998, are required to make contributions to the RHCA fund in the amount 
determined to be appropriate by the board. 

The Retiree Health Care Act (Section 10-7C-15 NMSA 1978) is the statutory authority that 
establishes the required contributions of participating employers and their employees. For employees 
that were members of an enhanced retirement plan (state police and adult correctional officer 
member coverage plan 1; municipal police member coverage plans 3, 4 or 5; municipal fire member 
coverage plan 3, 4 or 5; municipal detention officer member coverage plan 1; and members pursuant 
to the Judicial Retirement Act) during the fi scal year ended June 30, 2016, the statute required each 
participating employer to contribute 2.5% of each participating employee 's annual salary; each 
participating employee was required to contribute 1.25% of their salary. For employees that were not 
members of an enhanced retirement plan during the fiscal year ended June 30, 2016, the statute 
required each participating employer to contribute 2.0% of each participating employee's annual 
salary; each participating employee was required to contribute I .0% of their salary. In addition, 
pursuant to Section 10-7C-l 5(G) NMSA 1978, at the first session of the Legislature following 
July 1, 2013, the legislature shall review and adjust the distributions pursuant to Section 7-1-6.1 
NMSA 1978 and the employer and employee contributions to the authority in order to ensure the 
actuarial soundness of the benefits provided under the Retiree Health Care Act. 

The Department's contributions to the RHCA for the years ended June 30, 2016, 2015, and 2014 
were $39,839, $29,512, and $28,204, respectively, which equal the required contributions for each 
year. 
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STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2016 

NOTE 11. COMMITMENTS AND CONTINGENCIES 

Operating Lease Obligations 

The Department of Veterans' Services is committed under several leases for Department office 
space, grounds and various equipment. These leases are considered for accounting purposes to be 
operating leases and are not reflected in the Department of Veterans' Services long-term liabilities. 
Lease expenditures forthe year ended June 30, 2016 amounted to $158,501 . As of fiscal year 2016, 
all leases are on a month-to-month basis. 

Federal Grants 

The Department of Veterans' Services receives federal grants which may be refundable in the event 
that all terms of the grants are not complied with. In the opinion of management, no material 
refunds will occur. 

NOTE 12. DUE FROM/DUE TO OTHER STATE AGENCIES 

The Department receives and makes operating loans for various reasons as described below: 

Due From Due To 
Due from other state agencies: 

Department of Finance & Administration 
(Agency No. 34100) $ 46,489 

Department's General Fund (Agency No. 67000, 
Fund No. 06500) $ 46,489 

Purpose: Severance tax bond appropriation 

State of New Mexico, Taxation and Revenue Department 
(Agency No. 82600) $ 10,384 

Department's Armed Forces Veterans' License Fund 
(Agency No. 67000, Fund No. 78400) $ 10,384 

Purpose: MVD distributions, Sec. 66-6-23 

State of New Mexico, Taxation and Revenue Department 
(Agency No. 82600) $ 4,274 

Department's Veterans' Enterprise Special Revenue Fund 
(Agency No. 67000, Fund No. 20490) $ 4,274 

Purpose: MVD distributions, Sec. 9-22-1 
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STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
NOTES TO FINANCIAL ST A TEMENTS 
June 30, 2016 

NOTE 12. DUE FROM/DUE TO OTHER STATE AGENCIES (CONTINUED) 

Due to other state agencies: 
Department's General Fund (Agency No. 67000, 

Fund No. 06500) 
State of New Mexico, Department of Military 

Affairs (Agency No. 70500) 
Purpose: Salary and benefits 

Department's General Fund (Agency No. 67000, 
Fund No. 06500) 

State of New Mexico, Human Services Department 
(Agency No. 63000) 

Purpose: Office lease 

Department's General Fund (Agency No. 67000, 

$ 5,049 

$ 2,082 

Fund No. 06500) $ 1,626,529 
State of New Mexico, General Services Department 

$ 5,049 

$ 2,082 

(Agency No. 35000) $ 1,626,529 
Purpose: Reimbursement pursuant to MOA for construction of cemetery 

NOTE 13. TRANSFERS TO I FROM OTHER STATE AGENCIES 

The Department receives and makes operating transfers for various reasons as described below: 

Department of Finance & Administration 
(Agency No. 34100) 

Department's General Fund (Agency No. 67000, 
Fund No. 06500) 

Purpose: General Fund appropriation FY 2016 

State of New Mexico, Taxation and Revenue Department 
(Agency No. 82600) 

Department's Armed Forces Veterans' License Fund 
(Agency No. 67000, Fund No. 78400) 

Purpose: MVD distributions, Sec. 66-6-23 

State of New Mexico, Taxation and Revenue Department 
(Agency No. 82600) 

Department's Veterans' Enterprise Special Revenue Fund 
(Agency No. 67000, Fund No. 20490) 

Purpose: MVD distributions, Sec. 9-22-1 
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Transfer From Transfer To 

$ 3,404,300 

$ 3,404,300 

$ 113,192 

$ 113,1,92 

$ 51 ,808 

$ 51 ,808 



ST ATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
NOTES TO FINANCIAL STATEMENTS 
June 30, 2016 

NOTE 14. STATE GENERAL FUND APPROPRIATIONS 

Original Appropriation 
Appropriation Period 

Expenditures 
& Reversions 

to Date 

Balance of Appropriation 
Designated for Due to 

Subsequent State 
Year General 

Expenditure Fund 

General Fund 
Appropriation Laws 
2015, Chap. IOl , Sec3 $ 3 .404.300 7 / I / 15 to 6130116 ,,.$====3.,.I,..4..,8 . ..,7 ... 70==============2..,.5 ... 5,..5....,30 

NOTE 15. SEVERANCE TAX BOND APPROPRIATIONS 

Original Appropriation Expenditures Outstanding Unencumbered 
Appropriation Period to Date Encumbrances Reversions Balance 

Special Appropriation, 
Appropriation Laws 
20I5, Chap. IOI , Sec 5 $ 136 200 21I9/I 4 to 6/30/ 18 $ 99.158 37.042 

Severance Tax Bonds, 
20 I 6 Senate Bill 172 
Chap. 83, Sec 95 $ 600.000 7/1116 to 6130124 $ 310 436 263.946 553 5IO 
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STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
DESCRIPTION OF NONMAJOR CAPITAL PROJECTS FUNDS 
June 30, 2016 

CAPITAL PROJECTS FUNDS 

Cemetery Construction (Fund 50420). This fund was set up to receive the original State 
appropriation of severance tax bond funds, pending determination of matters concerning federal 
reimbursement. Funds deposited to this fund were reverted to the Board of Finance prior to June 30, 
2016. 

Severance Tax Bond Capital Projects Fund (Fund 89200). This fund receives capital projects funds 
as authorized by the State Legislature for the acquisition of property and preparation for construction 
of regional Veterans' National Cemeteries within the State. Funds are administered by the State 
Board of Finance and are obtained by the issuance of bonds which are secured by collections of 
severance tax revenues. This is a multi-year appropriation, and funds not expended at the end of the 
appropriation period revert to the Board of Finance. 
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ST ATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
COMBINING BALANCE SHEET 
NONMAJOR CAPITAL PROJECTS FUNDS 
June 30, 2016 

Capital Project Funds 
Veterans' Non-major 
National Capital 
Cemetery Projects 

Fund Funds Total 
ASSETS 

Investment in State Treasurer General Fund 
Investment Pool $ 

Due from Federal government 
Due from other state agencies 46,489 46,489 

Total assets $ 46,489 46,489 

LIABILITIES AND FUND BALANCE 
Liabilities 

Investment in State Treasurer General Fund 
Investment Pool - deficit $ 38,417 38,417 

Accounts payable 8,072 8,072 

Total liabilities 46,489 46,489 

Fund Balance 
Restricted 

Special purposes 
Unassigned 

Total fund balance 

Total liabilities and fund balance $ 46,489 46,489 
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ST A TE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
COMBINING STATEMENT OF REVENUES, EXPENDITURES 
AND CHANGES IN FUND BALANCE 
NONMAJOR CAPITAL PROJECTS FUNDS 
Year Ended June 30, 2016 

Veterans' Veterans' 
Cemetery Cemetery 
Federal STB 
Match Proceeds Total 

Revenues 
Charges for services $ 
Intergovernment - federal grant revenue 263,946 263,946 
Miscellaneous 

Total revenues 263,946 263,946 

Expenditures 
Welfare and assistance 

Current: 
Personal services and employee benefits 
Contractual services 205,273 205,273 
Other costs 

Total expenditures 205,273 205,273 

Excess (deficiency) of revenues 
over expenditures 263,946 (205,273) 58,673 

Other Financing Sources (Uses) 
Transfer in: State General Fund Appropriation 
Transfer in: Special Appropriation 
Transfer in: Severance Tax Appropriation 205,273 205,273 
Other financing sources 
Reversions to State Board of Finance (263 ,946) (263,946) 
Reversions to State General Fund 

Total other financing sources (263,946) 205 ,273 (58,673) 

Net change in fund balances 

Fund balance, beginning of year 

Fund balance, end of year $ 
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STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
STATEMENT OF REVENUES, EXPENDITURES ANO ENCUMBRANCES 
MULTI-YEAR BUDGET AND ACTUAL- CAPITAL PROJECTS FUND 
CEMETERY CONSTRUCTION FUND (Fund 50280) 
Year Ended June 30, 2016 

Original Final 
Budget Budget 

Revenues 
lntergovernment - federa l grant revenue $ 5,338,308 5,338,308 
Transfer in: Severance Tax Appropriation 

Total revenues $ 5,338,308 5,338,308 

Expenditures 
Current: 

Contractual services $ 400,000 400,000 
Other costs 4,938,308 4,938,308 

Total expenditures $ 5,338,308 5,338,308 

The Notes 10 the Financial Statements are an integral part of this statement. 
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Actual Variance 
Budget Favorable 
Basis (Unfavorable) 

1,626,529 (3,7 11 ,779) 

1,626,529 (3,71 1,779) 

400,000 
1,626,529 3,31 1,779 

1,626,529 3,7 11,779 



ST ATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
STATEMENT OF REVENUES, EXPENDITURES AND ENCUMBRANCES 
MULTI-YEAR BUDGET AND ACTUAL- CAPITAL PROJECTS FUND 
CEMETERY CONSTRUCTION (Fund 50420) 
Year Ended J une 30, 2016 

Original Final 
Budget Budget 

Revenues 
Intergovenunent - federal grant revenue $ 403 ,080 403,080 
Transfer in: Severance Tax Appropriation 

Total revenues $ 403,080 403,080 

Expenditures 
Current: 

Contractual services $ 403,080 403 ,080 
Other costs 

Total expenditures $ 403,080 403,080 
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Actual Variance 
Budget Favorable 
Basis (Unfavorable) 

263,946 (139,134) 

263,946 (139,134) 

263 ,946 139,134 

263,946 139,134 



STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
STATEMENT OF REVENUES, EXPENDITURES AND ENCUMBRANCES 
MULTI-YEAR BUDGET AND ACTUAL - CAPITAL PROJECTS FUND 
SEVERANCE TAX BOND CAPITAL PROJECTS FUND (Fund 89200) 
Year Ended June 30, 2016 

Original Final 
Budget Budget 

Revenues 
Intergovemment - federal grant revenue $ 
Transfer in: Severance Tax Appropriation 600,000 600,000 

Total revenues $ 600,000 600,000 

Expenditures 
Current: 

Contractual services $ 600,000 600,000 
Other costs 

Total expenditures $ 600,000 600,000 
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Actual Variance 
Budget Favorable 
Basis (Unfavorable) 

205,273 (394,727) 

205,273 (394,727) 

205,273 394,727 

205,273 394,727 



STATE OF NEW MEXICO 

DEPARTMENT OF VETERANS' SERVICES 

COMBINING STATEMENT OF FIDUCIARY NET ASSETS 
AGENCY FUNDS 

June 30, 2016 

ASSETS 

Investment in State Treasurer General Fund 
Investment Pool $ 

Cash on deposit in banks 
Investments and other property 

Due from other state agencies 

Total assets $ 

LIABILITIES 

Assets held for others $ 

Total liabilities $ 
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Veterans' Total 
Trust Cemetery Agency 
Fund Fund Funds 

19,983 19,983 
149,757 149,757 

7,836,416 7,836,416 

318 318 

7,986,173 20,301 8,006,474 

7,986, 173 20,301 8,006,474 

7,986,173 20,301 8,006,474 



STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
COMBINING SCHEDULE OF CHANGES IN FIDUCIARY ASSETS AND LIABILITIES 
AGENCY FUNDS 
Year Ended June 30, 2016 

Balance Balance 
June 30, June 30, 

2015 Additions Deductions 2016 
Veterans' Trust Fund 

ASSETS 
Cash on deposit in banks $ 149,757 149,757 
Investments and other property 8,168,804 (332,3882 7,836,416 

Total assets $ 8,168,804 149,757 (332,388) 7,986,173 

LIABILITIES 
Assets held for others $ 8, 168,804 149,757 (332,388) 7,986,173 

Total liabilities $ 8,168,804 149,757 (332,3882 7,986,173 

Cemetery Fund 

ASSETS 
Investment in the State Treasurer General Fund 

Investment Pool $ 10,207 9,776 19,983 
Due from other state agencies 318 318 

Total assets $ 10,207 10,094 20,301 

LIABILITIES 
Assets held for others $ 10,207 10,094 20,301 

Total liabilities $ 10,207 10,094 20,301 

TOT AL - ALL AGENCY FUNDS 

ASSETS 
Investment in the State Treasurer General Fund 

Investment Pool $ 10,207 9,776 19,983 
Cash on deposit in banks 149,757 149,757 
Investments and other property 8,168,804 (332,388) 7,836,416 
Due from other state agencies 318 318 

Total assets $ 8, 179,01 1 159,85 1 {332,3882 8,006,474 

LIABILITIES 
Assets held for others $ 8,179,0 11 159,851 (332 ,3882 8,006,474 

Total liabilities $ 8,179,011 159,851 (332,388) 8,006,474 
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ST ATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
SCHEDULE OF CASH AND INVESTMENT ACCOUNTS 
June 30, 2016 

SHARE 
Fund No. 
Account 
Number 

Account Name 

Cash: 
Investment in the State Treasurer General 

Fund Investment Pool 
General Fund 06500 

Special Revenue Funds 
Veterans' Approval Fund 89600 
Arn1ed Forces Veterans' License 78400 
Veterans' Enterprise Fund 20490 

Total special revenue funds 

Capital Project Funds 
Veterans' National Cemetery Fund 89200 

Total governmental funds 

Agency Funds 
Cemetery Fund 12300 

Total State Treasurer cash accounts 

First National Bank of Santa Fe: 
Agency Funds 

Veterans' Trust Funds NIA 

Total cash on deposit 

Investments: 
First National Bank of Santa Fe 

Agency Funds - Veterans' Trust Fund: 
US savings bonds - Series EE 
Federal Home Loan Bank cons. & deb. 
Mutual Funds 
Money market funds 

Total investments 

Other Property: 
First National Bank of Santa Fe 

Agency Funds - Veterans' Trust Fund: 
Automobiles, mobile homes, real estate and other 
Burial savings accounts 

Total other property 

Total investments and other property 

57 

Reconciling Reconciled 
Balance Items Balance 

Per Outstanding June 30, 
Depository Warrants 2016 

$ 261 ,016 261,016 

25,879 25,879 
235,442 235,442 
164,779 164,779 
426,100 426,100 

439,833 439,833 

1,126,949 1,126,949 

19,983 19,983 

1,146,932 1,146,932 

149,757 149,757 

$ 1,296,689 1,296,689 

Book 
Carrying Market 

Value Value 

$ 200 476 

6,359,762 6,349,966 
624,811 624,811 

6,984,773 6,975,253 

856,461 850,359 
10,804 10,804 

867,265 861,163 

$ 7,852,038 7,836,416 
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STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 
Year Ended June 30, 2016 

Federal Grantor/Pass-Through Grantor/Program or 
Cluster Title 

U.S. Small Business Administration 

Veterans Outreach Program 

U.S. Department of Veterans Affairs 

Rural Veterans Coordination Pilot 

Veterans Cemetery Grants Program 

Education Service 

Total U.S. Department of Veterans Affairs 

Total expenditures of federal awards 

Note 1. Basis of Presentation 

Federal 
CFDA 

Number 

59.044 

64.038 

64.203 

64.Unknown 

Pass-Through 
Entity 

Identifying 

NIA 

NIA 

NIA 

NIA 

$ 

$ 

Passed 
Total Federal Through to 
Expenditures Subrecipients 

224,090 

707,11 8 

1,890,475 1,567,902 

178,867 

2,776,460 1,567,902 

3,000,550 1,567,902 

The accompanying schedule of expenditures of federal awards {the "Schedule") includes the federal award activity of the 
State of New Mexico Department of Veterans' Services under programs of the federal government for the year ended June 
30, 20 16. The information in this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance). Because the Schedule presents only a selected portion of the operations of the Department, it is not 
intended to and does not present the financial position, changes in net assets, or cash flows of the Department. 

Note 2. Summary of Significant Accounting Policies 

Expenditures reposted in the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized 
following the cost principles contained in the Uniform Guidance, wherein certain types of expenditures are not allowable or 
are limited as to reimbursement. 

Note 3. Indirect Cost Rate 

The Department has elected not to use the 10-precent de minimis indirect cost rate allowed under the Uniform Guidance. 
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Ricci & Company LLC 
CERTIFIED PUBLIC ACCOU T ANTS 
6200 UPTOWN BLVD. E- SUITE400 
ALBUQUERQUE, NM 871 10 

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 Govemment Auditing Standards 

Mr. Jack R. Fox, Cabinet Secretary 
Department of Veterans' Services and 
Mr. Timothy Keller, New Mexico State Auditor 
Santa Fe, New Mexico 

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the governmental 
activities, each major fund, the aggregate remaining fund infonnation, and the budgetary comparisons 
of the general fund and major special revenue funds, of the Department of Veterans' Services (the 
Department) as of and for the year ended June 30, 2016, and the related notes to the financial 
statements, which collectively comprise the Department 's basic financial statements, and the 
combining and individual funds and related budgetary comparisons of the Department, presented as 
supplementary information, and have issued our report thereon dated November 28, 2016. 

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

A defi.ciency 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. A sign(ficant 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. 
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Mr. Jack R. Fox, Cabinet Secretary 
Department of Veterans' Services and 
Mr. Timothy Keller, New Mexico State Auditor 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies 
may exist that were not identified. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses or significant deficiencies. 

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 instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards and which are described in the 
accompanying schedule of audit findings and questioned costs as item 2016-001. 

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

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

Albuquerque, New Mexico 
November 28, 2016 
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Ricci & Company LLC 
CERTIFIED PUBLIC ACCOUNTANTS 
6200 UPTOWN BL VD. NE - SUITE 400 
A LBUQUERQUE, NM 87110 

Independent Auditor's Report on Compliance for Each Major 
Federal Program and on Internal Control over Compliance 

Required by the Uniform Guidance 

Mr. Jack R. Fox, Cabinet Secretary 
Department of Veterans' Services and 
Mr. Timothy Keller, New Mexico State Auditor 
Santa Fe, New Mexico 

Report on Compliance for Each Major Federal Program 
We have audited the Department of Veterans ' Services (the Department) compliance with the types of 
compliance requirements described in the OMB Compliance Supplement that could have a direct and 
material effect on each of the Organization 's major federal programs for the year ended June 30, 2016. 
The Organization's major federal programs are identified in the summary of auditor's results section of 
the accompanying schedule of findings and questioned costs. 

Management's Responsibility 
Management is responsible for compliance with the requirements oflaws, regulations, contracts, and 
grants applicable to its federal programs. 

Auditor's Responsibility 
Our responsibility is to express an opinion on compliance for each of the Organization 's major federal 
programs based on our audit of the types of compliance requirements referred to above. 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 the audit requirements of Title 2 U.S. Code 
of Federal Regulations Part 200, Un(form Administrative Requirements, Cost Principles, and Audit 
Requirements.for Federal Awards (Uniform Guidance). Those standards and the Unifonn Guidance 
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 Organization ' 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 on compliance for each major 
federal program. However, our audit does not provide a legal determination of the Organization' s 
compliance. 

62 



Mr. Jack R. Fox, Cabinet Secretary 
Department of Veterans' Services and 
Mr. Timothy Keller, New Mexico State Auditor 

Opinion on Each Major Federal Program 
In our opinion, the Department complied, in all material respects, with the types of 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, 2016. 

Report on Internal Control Over Compliance 
Management of the Organization is responsible for establishing and maintaining effective internal 
control over compliance with the types of compliance requirements referred to above. In planning 
and performing our audit of compliance, we considered the Organization's internal control over 
compliance with the types ofrequirements that could have a direct and material effect on each major 
federal program to determine the auditing procedures that are appropriate in the circumstances for 
the purpose of expressing an opinion on compliance for each major federal program and to test and 
report on internal control over compliance in accordance with the Uniform Guidance, 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 Organization's internal control 
over compliance. 

A d~ficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the nonnal course of performing their 
assigned functions, to prevent, or detect and c01Tect, 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. 
A sign~ficant deficiency in internal control over compliance is a deficiency, or a combination of 
deficiencies, in internal control over compliance with a type of compliance requirement of a federal 
program that is less severe than a material weakness in internal control over compliance, yet 
important enough to merit attention by those charged with governance. 

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 material weaknesses or significant deficiencies. We did not identify 
any deficiencies in internal control over compliance that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 

The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements 
of the Unifonn Guidance. Accordingly, thi s report is not suitable for any other purpose. 

Ricci & Company LLC 

Albuquerque, New Mexico 
November 28, 2016 
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ST ATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
Year Ended June 30, 2016 

SECTION I -SUMMARY OF AUDITOR'S RESULTS 

Fi11a11cial Statements 

Type of auditor's report issued Unmodified 

Internal control over financial reporting: 

• Material weakness(es) identified? 0Yes0No 

• Significant deficiency(ies) identified that are D r:-1 
not considered to be material weakness( es)? Yes ~None Reported 

Non-compliance material to financial statements noted? D Yes 0 No 

Federal Awards 

Internal control over major programs: 

• Material weakness(es) identified? 0Yes0No 

• Significant deficiency(ies) identified that are D r:-1 
not considered to be material weakness( es) Yes ~ None reported 

Type of auditor's report issued on compliance for 
major programs: Unmodified 

Any audit findings disclosed that are required 
to be reported in accordance with 2 CFR 200.5 16(a)? DYes 0 No 

Jde11tificatio11 of Major Program 

64.203 U.S. Department of Veterans Affairs - Veterans Cemetery Grants Program 

Dollar threshold used to distinguish between Type A 
and Type B programs 

Auditee qualified as low-risk auditee? 
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STATE OF NEW MEXICO 
DEPARTMENT OF VETERANS' SERVICES 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
Year Ended June 30, 2016 

SECTION II - FINANCIAL STATEMENT FINDINGS 

2016-001 Procurement Code Violation - Other Noncompliance 

CONDITION 

The Department, by means of a thorough review of all procurement processes and current contracts, 
identified expenditures to two contractors for professional services performed without a valid 
contract or purchase order in place. Expenditures incurred outside the scope of the contracts, or 
outside of the contract performance period, totaled $18,804.20. 

CRITERIA 

As per NMSA 1978 Section 13-1-1 18, contracts for professional services with state agencies shall be 
reviewed and approved by OF A. Additionally NMAC Sec. 2.40.2.2(A) requires OF A approval of all 
professional services contacts which result in expenditures greater than $5,000. 

CAUSE 

Work being performed was either out of scope of an existing contract or the contract was expired. 
Individuals authorizing the work were not familiar with contract terms. 

EFFECT 

Upon a request for determination by DYS for a possible procurement code violation, the State of 
New Mexico General Services Department determined that the procurement code was violated. 

RECOMMENDATION 

The Department implement the corrective actions as outlined in correspondence from Larry 
Maxwell, State Purchasing Division, to the Department dated October 1 I, 2016 and November 2, 
2016. 

MANAGEMENT'S RESPONSE 

The following corrective actions have been or will be immediately taken to ensure that this 
situation does not occur again: 

I. Both of the above-referenced Contractors have been notified that they are not allowed to 
perform any work beyond the limits of an issued contract or purchase order in the future, and 
they have been advised that they should double-check to make sure that they have approved 
contracts with the State in place prior to performing any such work in the future. 

2. DYS has instituted a new contract approval process, which involves three levels of executive 
review including the CFO, Deputy Cabinet Secretary and General Counsel, prior to any 
contract being sent out for signature. This new process will also require that the Contractor 
be the first signatory. 
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SECTION II - FINANCIAL ST A TEMENT FINDINGS (CONTINUED) 

2016-001 Procurement Code Violation - Other Noncompliance (Continued) 

MANAGEMENT'S RESPONSE (CONTINUED) 

3. The project managers at DYS and GSD/FMD have been notified that they are not allowed to 
permit or direct any Contractors to perform work that is not in accordance with an approved, 
current contract or purchase order. 

4. Any further contracts that involve GSD/FMD directing or authorizing work to be done on 
behalf of DYS will involve a required signature from GSD/FMD, as well as a regularly 
scheduled project meeting where such work is discussed by all parties prior to the work 
beginning to ensure that no work is authorized without DYS confirming that a purchase 
order or contract has been approved and is in place ahead of time. 

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 

NONE 

SECTION IV - SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS 

2015-001 Active Veteran Conservatorship/Guardianship 
List and Untimely Termination - Other 
Noncompliance Modified and repeated 

2015-001 Active Veteran Conservatorship/Guardianship List and Untimely Termination -
Other Noncompliance 

CONDITION 

The Department maintains an "Active Veterans List" as part ofreconciling and administering the 
Veterans' Trust Fund Agency Fund. The "Active Veterans List" effective June 30, 2015 reflects 12 
of 63 Department files where the Department Conservatorship/Guardianship veteran is deceased and 
the Conservatorships/Guardianships need to be therefore terminated. Additionally, these files also 
show that DYS still has some fiduciary funds on account at DYS for such deceased veterans that 
have never been distributed to a Personal Representative, or that no Personal Representative has ever 
been identified. Furthermore 9 out of 63 Department Conservatorship/Guardianship veterans 
included on the list are permanently relocated to other jurisdictions. Lastly, in some cases, the 
Department Conservator/Guardian files are missing altogether. All trust accounts mentioned above 
are open with amounts as high as $181 ,680 and as low as $53 7. 

During the fiscal year ended June 30, 20 16, the Department continues to have open 58 accounts and 
continues with efforts, in accordance with the Management Response to this finding at June 30, 
2015, to locate beneficiaries of deceased clients and ultimately remove DYS from the fiduciary 
business. 
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SECTION IV - SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS 
(CONTINUED) 

CRITERIA 

The Department, as Conservator/Guardian, assumes the role of caring for the "protected person" by 
law, and that responsibility is not discharged until a competent court of jurisdiction terminates the 
Conservatorship/Guardianship, as per NMSA 1978 Section 45-5-407 and Section 45-5-415, 
especially in the case of death of the "protected person". 

CAUSE 

Department fiduciary account staff, or supervisory staff, may have misunderstood the fundamental 
nature of the legal requirements inherent in the Department becoming a Conservator/Guardian of a 
veteran's well-being. This situation is believed to be a long-standing administrative organizational 
oversight at the Department. 

EFFECT 

The Department is delinquent in the proper processing to terminate the 
Conservatorships/Guardianships in a timely manner. The failure to distribute fiduciary funds to 
heirs by the Department could lead to legal exposure, for negligent care of the fiduciary accounts, as 
a breach of fiduciary duty. 

RECOMMENDATION 

The Department should follow the recommendations of General Council to properly terminate or 
transfer and distribute fiduciary funds of Conservatorships/Guardianships in accordance with legal 
requirements. 

MANAGEMENT'S RESPONSE 

Department of Veterans ' Services (DVS) continues to work with the VA to find new fiduciary 
managers for veterans who no longer reside in New Mexico as District Courts believe they do not 
have jurisdiction over the Guardianships/Conservatorships. DYS is placing veterans with VA 
approved managers in New Mexico and other states as expeditiously as possible. 

Regarding deceased veterans that we still have open accounts for with no next of kin or personal 
representative appointed, we continue to work to locate/contact any possible relative who will be 
willing to be the personal representative of the estate. If none are found, we will escheat the monies 
to the state or the VA. 

Our long term goal as an agency continues to be to remove DYS from the fiduciary business and 
remove attrition down. Our current plan will reduce the number of fiduciary accounts to only 33 
Guardianships/Conservatorships that are active. 
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A. Exit Conference 

An exit conference was held on November 28, 20 I 6 to discuss the annual financial report. 
Attending were the following: 

Representing the Department of Veterans' Services: 
Jack R. Fox, Secretary 
Alan T. Martinez, Deputy Secretary 
Sal Soto, Director - Administrative and Financial Services Division 
Lisa Towles, Accountant/Auditor 

Representing the Department of Finance and Administration 
Richard Torrance, CAFR Unit Report Analyst, OF A Financial Control Division 

Representing the Independent Auditor: 
Paul Donisthorpe, Manager 
Jennifer Sanchez, Audit Staff 

B. Auditor Prepared Financial Statements 

Management is responsible for the context of the report, even though the financial statements were 
prepared substantially by the independent auditor. It would be preferred and desirable for the 
Department to prepare its own financial statements and footnotes; although the Department is 
capable, with guidance, of preparing, reviewing, and approving the financial statements and 
footnotes, it is felt the Department's personnel do not have time to prepare them. 
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