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KRIEGEL/GRAY/SHAW & CO., P.C.
CERTIFIED PUBLIC ACCOUNTANTS
TRADITIONAL YET PROGRESSIVE SERVICE SINCE 1962

INDEPENDENT AUDITOR’S REPORT

Mr. Hector H. Balderas, State Auditor and

Board of Regents of

New Mexico School for the Blind and Visually Impaired
Alamogordo, New Mexico

Report on Financial Statements

We have audited the accompanying financial statements of the business-type activities and the discretely presented
component unit of New Mexico School for the Blind and Visually Impaired, as of and for the year ended Yune 30,
2014, and the related notes to the financial statements which collectively comprise New Mexico School for the
Blind and Visually Impaired basic financial statements as listed in the table of contents. We also have audited the
budgetary comparisons presented as supplementary information, as defined by the Government Accounting
Standards Board, as of and for the year ended June 30, 2014, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair 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 misstatemént of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall

presentation of the financial statements. -
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions,

Opinions

As discussed in Note 1, the financial statements of the School are intended to present the financial position and
changes in its financial position and cash flows, where applicable, of only that portion of the financial reporting
entity of the business-type activities information of the State of New Mexico that is attributable to the transactions
of the School. They do not purport to, and do not present fairly the financial position of the State of New Mexico as
of June 30, 2014, and the changes in its financial position and its cash flows, where applicable, for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities of the School and the discretely presented component unit, as of
June 30, 2014, and the respective changes in financial position and cash flows for the year then ended in
accordance with accounting principles generally accepted in the United States of America. In addition, in our
opinion, the budgetary comparisons referred to above present fairly, in all material respects the budgetary
comparisons for the year then ended in conformity with budgetary basis of accounting prescribed by the New
Mexico Administrative Code, and more fully described in the budgetary comparisons, which is a comprehensive
basis of accounting other than accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages 5 through 8 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,
which considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.
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Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements and the budgetary
comparisons that collectively comprise the School’s financial statements as a whole. The other schedules required
by 2.2.2 NMAC listed as supplementary data in the table of contents are presented for purposes of additional
analysis and are not a required part of the financial statements.

The other schedules required by 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 basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with the auditing standards generally accepted in the
United States of America. In our opinion, the other schedules required by 2.2.2 NMAC are fairly stated, in all
material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 3, 2014 on
our consideration of the School’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 School’s internal control over financial reporting and compliance.

Krauged /ﬁc%/.!émw ¢, PL
Kriegel/Gray/Shaw & Co., P.C.

Las Cruces, New Mexico

November 3, 2014



NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2014

Overview of the Financial Statements

This annual report consists of the following three parts: Management’s Discussion and Analysis, Basic Financial
Statements, and notes to the financial statements. This report also contains other supplementary information, in
addition to the basic financial statements themselves.

This discussion and analysis of the School’s financial statements provides an overview of its’ financial activities for the
year excluding the Component Unit (Foundation).

Basic Financial Statements

Our basic financial statements are prepared using a business-type model that uses the same basis of accounting as
private-sector business enterprises. Under this method of accounting, an economic resources measurement focus and an

accrual basis of accounting is used.

Revenue is recorded when earned and expenses are recorded when incurred. The basic financial statements include a
statement of net position, a statement of revenues, expenses and changes in net position, and a statement of cash flows,
followed by notes to the financial statements. A budget to actual schedule is presented following the notes. In addition
to the basic financial statements, this report also contains required supplementary information pertaining to agency
funds and joint powers agreements.

Statement of Net Position and Statement of
Revenues, Expenses and Changes in Net Position

The statement of net position presents information on the School’s assets and liabilities, with the difference between the
two reported as net position.

Over time, increases or decreases in net position may serve as a useful indication of whether the School’s financial
position is improving or deteriorating. The statement of revenues, expenses, and changes in net position reports the
operating revenues and expenses, and non-operating revenues and expenses of the School for the fiscal year with the
difference - the net income or loss - being combined with any capital grants to determine the net change in assets for the
fiscal year. That change, combined with the net position at the end of the previous year, totals to the net position at the
end of the current fiscal year.

Statement of Cash Flows
The statement of cash flows reports cash and cash equivalent activities for the fiscal year resulting from operating

activities, capital and related financing activities, and investing activities. The net result of these activities, added to the
beginning of the year cash balance, totals to the cash and cash equivalent balance at the end of the current fiscal year.



NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
MANAGEMENT'’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2014

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside of the government. Fiduciary
funds are not reflected in the basic financial statements because the resources of those funds are not available to support
the School’s own programs. The accounting used for fiduciary funds is much like that used for proprietary funds. The
fiduciary financial statements can be found on pages 12 and 32 of this report.

The School’s three fiduciary funds account for monies collected and expended for various purposes. The activity fund
accounts for receipts and disbursements of student and faculty campus organizations and activities. The student
deposits fund accounts for receipts and disbursements of funds entrusted to the School by students and or their parents
for personal use. The educational materials credits fund accounts for allotments and requisitions from federal programs

for educational materials for third parties.

Financial Highlights

For the years ended June 30, 2014 and 2013, the NMSBVI’s financial position was as follows:

Statement of Net Position

June 30,
2013
2014 as restated
Assets
Current assets $2,428,554 $2,970,436
Non-current assets 35,124,619 27,491,116
Total assets 37,553,173 30,461,552
Liabilities
Current liabilities 1,452,627 1,335,585
Non-current liabilities 166,252 145,587
Total liabilities 1,618,879 1,481,172
Net Position
Net investment in capital assets 25,992,249 19,422,335
Unrestricted 9,893,782 9,474,951
Restricted 48,263 83,094
Total net position $35,934,294  $28,980,380
Statement of Revenues, Expenses, and Changes in Net Position
June 30,
2013
2014 as restated
Operating revenues $12,818,154 $12,975,541
Operating expenses 14,127,614 13,340,853
Net operating loss {1,309,460) (365,312)
Non-operating revenues and expenses 8,263,374 3,676,944
Increase {decrease) in net position 6,953,914 3,311,632
Net position at beginning of year 28,980,380 25,608,748
Net position at end of year $35,934,294  $28,980,380




NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
MANAGEMENT'’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2014

In fiscal year 2014, the total assets of the School increased by $7,091,621 while liabilities increased by $137,707.
Changes in the Statement of Net Position include an increase in Long-Term Investments due to both realized and
unrealized investment earnings of $1,063,589; an increase in depreciable capital assets due to major capital projects;
and a decrease in Accounts Receivable of $81,011, which represents revenue, earned but not received.

While NMSBVT had an Operating Loss of ($1,309,460), this was offset by Non-operating Revenue of $8,263,374
resulting in a change in net position of $6,953,914. The Increase in Net Position for the fiscal year 2014 is $6,953,914,
a 24.0% improvement from the prior year. The primary components of this change included:

e [Investment earnings of $1,063,758.
e Public School Finance Authority severance tax bonds for capital improvements in 2014 of $6,881,336.

Although, the Statement of Net Position indicates a decrease in cash and cash equivalents. The largest use of cash for
operations was for payments to or on behalf of employees and former employees; the largest source of operating cash
was receipts from Permanent Fund distributions,

As stated above, the operating loss for fiscal year 2014 of ($1,309,460) increased operating loss of 258% from fiscal
year 2013. While operating expenses (restated) increased by $786,761, operating revenues (restated) decreased by
$157,387. The largest dollar change in operating revenue was as follows:

» The most significant decrease was due to Land income from the State Land Office of $304,713 for operating
expenditures,

The operating expense increased due to:
e Salary increase of 6%.
Non operating revenues and expenses increased substantially from an increase in the funding from severance tax bonds
for capital purposes of $4,172,168. These revenues are one time appropriations for specific capital projects that began
in prior fiscal years which are still in process at June 30, 2014,
In addition, investment income increased $473,175 (due to investment appreciation and earnings).
Capital Asset and Debt Administration
NMSBVI does not have any long-term debt.
During the year, the School continued various renovation projects to correct critical deficiencies of the buildings

utilizing PSFA severance tax bonds and purchased equipment and vehicles as planned through the budget process.
Deletions of assets were made for obsolete equipment, furniture and vehicles.



NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2014

Budget Comparison

In comparing the total original budgeted revenue to the revised budgeted revenue, there was a decrease of $204,465 in
unrestricted revenue and an increase of $180,750 in restricted revenue. Budgeted revenue unrestricted was increased
predominantly for additional PSFA capital outlay funds and budgeted revenue restricted was increased for additional
Medicaid revenues. The corresponding budgeted expenditure accounts were also increased or decreased. A
comparison of the actual expenditure amounts to the revised budgeted expenditures indicates total unrestricted
expenditures less than budget by $4,084,365, due predominantly to slower than anticipated progress on capital projects
and restricted expenditures less than budget by $156,912 due to budgeting of all available restricted resources in
anticipation of expenditures.

Economic Outlook

The New Mexico School for the Blind and Visually Impaired continues to be constricted by national, state and local
economic conditions, resulting in decreased funding for the 2014 fiscal year.

NMSBVT’s overall financial position is strong due to conservative fiscal management and maintenance of long-term
investments. Fund balances are utilized as needed to supplement operational revenues. NMSBVI will maintain a close
watch over resources to ensure the School’s ability to react to unknown internal and external issues.



NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED

STATEMENT OF NET POSITION
JUNE 30, 2014

Primary Component
Government Unit
ASSETS
Current Assets:
Cash $1,366,367 $60,620
Investments 0 118,795
Accounts receivables 1,018,108 0
Inventory 40,159 0]
Prepaids 3,920 0
Unused textbook credits 0 0
Total current assets 2,428,554 179,415
Non-Current Assets:
Investments 9,132,370 1,610
Capital assets, net 25,992,249 0
Total non-current assets 35,124,619 1,610
Total assets 37,653,173 181,025
LIABILITIES
Current Liabilities:
Accounts payable 176,864 0
Accrued payroll liabilities 1,191,763 0
Due to others 84,000 0
Total current liabilities 1,452,627 0
Non-Current Liabilities:
Compensated absences 166,252 0
Total liabilities 1,618,879 0
NET POSITION
Net investment in capital assets 25,992 249 0
Unrestricted 0,893,782 181,025
Restricted by grantor for specified educational purposes 48,263 0
Total net position $35,034,294 $181,025

The Notes to Financial Statements are an integral part of these statements.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Primary Component
Government Unit
Operating Revenues:
State permanent fund income $10,618,398 $0
Medicaid in the schools 619,318 0
Land income 419,890 0
State sources 31,151 0
State appropriations 922,600 0
Federal sources 180,413 0
Local sources 7,800 0
Other operating revenues 18,584 10,850
Donations 0 37,708
Investment income 0 731
Total operating revenues 12,818,154 49 289
Operating Expenses:
Instruction 5,100,589 0
Academic support 2,854,224 0
Student support 1,750,767 0
Institutional support 2,065,949 0
Plant operations 2,356,085 0
Awards and grants 0 24,278
Other operating expenses 0 849
Total operating expenses 14,127,614 25,127
Operating loss, net {1,300,460) 24,162
Non-Operating Revenues (Expenses):
Investment income 1,063,758 0
Other income 9,413 0
Gain on sale of assets 11,988 0
Donations 12,879 0
State appropriations - capital 284,000 0
PSFA severance tax bonds 6,881,336 0
Total non-operating revenues (expenses) 8,263,374 0
Change in nef position 6,953,914 24,162
Net position, beginning of year, as previously stated 28,936,923 156,863
Restatements 43,457 0
Net position, beginning of year, as restated 28,980,380 156,863
Net position, end of year $35,934,294 $181,025

The Notes to Financial Statements are an integral part of these statements.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED

STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Primary Component
Government Unit
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from permanent fund, federal and state governments and
other operating sources $13,002,560 $49,289
Cash payments to suppliers for goods and services {1.255,154) (849)
Cash payments toffor employees {11,938,716) 0
Grant awards paid : 0 {24,278)
Net cash provided by operating activities {191,310) 24,162
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Donations 12,879 0
Other income 9,413 0
Net cash provided by noncapital financing aclivities 22,292 0
CASH FLOWS FOR CAPITAL AND FINANCING ACTIVITIES
State appropriations - capital 284,000 0
PSFA severance tax bonds - capital 6,881,336 0
Acquisition of capital assets (7,368,229) 0
Proceeds from sale of agsets _ 11,988 0
Net cash (used) by capital and financing activities {190,905) 0
CASH FLOWS FROM INVESTING ACTIVITIES
Sale of investments 0 44,140
Investment earnings, net of fees 1,063,758 0
Purchase of investments - reinvestments {1,063,589) {44,230)
Net cash provided by investing activities 169 {90)
Net increase/decrease in cash (359,754) 24,072
Cash and cash equivalents, beginning of year 1,726,121 36,548
Cash and cash equivalents, end of year $1,366,367 $60,620
Reconciliation of Operating Income to Net Cash Provided by
Operating Activities:
Operating (loss) income {$1,309,460) $24,162
Adjustments to Reconcile Operating Loss to Net Cash Provided by Operating Activities:
Depreciation 798,315 0
Change in unused textbook credits - decrease 6,145
Change in Assets and Liabilities:
(Increase) in accounts receivable 180,833 0
(Increase) in inventories (2,572) 0
Increase in accounts payable and due to others 35,347 0
Increase in accrued salaries and benefits 81,695 0
Increase in prepaid expense {2,278) 0
Increase in compensated absences 20,665 0
Total adjustments 1,118,150 0
Net cash provided by operating activities ($191,310) $24,162

The Notes to Financial Statements are an integral part of these statements.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED

STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES

AGENCY FUND
JUNE 30, 2014

Agency
Funds
ASSETS
Cash $10,060
Accounts receivable 0
Federal quota funds 29,246
Total assets $39,306
LIABILITIES AND FUND EQUITY
LIABILITIES
Accounts payable $116
Due to student groups 8,915
Due to individual students 1,029
Held in trust for others 29,246
Total liabilities $39,306

The Notes to Financial Statements are an integral part of these statements.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

The New Mexico School for the Blind and Visually Impaired (sometimes referred to as the New Mexico Institute for the
Blind for certain legal purposes) was established by the Laws of 1903 Chapters 2 and 3 Sections 21-5-1 through 21-5-23
New Mexico Statutes Annotated, 1978 Compilation.

The School was established to provide proper instruction to New Mexico youths with visual impairments. It is governed by
a five-member board of regents appointed by the Governor, and approved by the Senate, for a term of six years each. The
regents facilitate the operation of the School through the services of a contractually hired superintendent.

Reporting Entity

The financial statements of the New Mexico School for the Blind and Visually Impaired encompasses the activities of the
Alamogordo campus and the Albuquerque pre-school satellite, along with their affiliated outreach programs.

In evaluating how to define the government, for financial reporting purposes, management has considered all potential
component units, The decision to include any potential component units 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 governing 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 section of governing authority, the designation of management, the ability to significantly influence
operations, and accountability for fiscal matters. A second criterion used in evaluating potential component units is the
scope of public service. Application of this criterion involves considering whether the activity benefits the government
and/or its citizens, or whether the activity is conducted within the geographic boundaries of the government and is generally
available to'its citizens. A third 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 government is able to exercise
oversight responsibilities. Based upon the application of these criteria, the following is a brief review of the School’s

reporting entity.

In the financial statements, discrete presentation entails reporting component unit financial data in a column separate from
the financial data of the School. The decision to include a potential component unit in the School’s reporting entity is based
upon several criteria including legal standing, fiscal dependency, and financial accountability. Based on the application of
these criteria, the New Mexico School for the Blind and Visually Impaired Foundation (Foundation) is presented as a
discretely presented component unit in these financial statements due to:

1. The economic resources received by the Foundation are entirely for the direct benefit of the School’s constituents.

2. The School has an ongoing economic interest in the net position of the Foundation.

13-



NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Foundation was organized as a not-for-profit New Mexico corporation under 501(c)(3) of the Internal Revenue Code.
The Foundation receives support from contributions and earnings on investments. The agreement between the School and
the Foundation stipulates that:

e  The Foundation agrees to actively seek public support for the School and its students through activities for
educational purposes and fund raising.

®  Activities of the Foundation must be for the benefit of the School and must be consistent with the School’s
overall goals and development plans and policies as defined by the School’s Board of Regents and
Superintendent.

e  The School will assign a development professional to support the Foundation activities as well as suitable
office and meeting space for use by the Foundation.

¢  The Foundation maintains a record of all gifts and donations to the School.

The Foundation does not issue separate financial statements.

Basis of Presentation and Accounting

The financial statements of the School have been prepared in conformity with generally accepted accounting principles
(GAAP) in the United States as applied to governmental 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 government’s accounting policies are described below:

The School’s basic financial statements are presented on the full accrual basis of accounting and conformity to accounting
principles generally accepted in the United States of America.

For financial reporting purposes, the School is considered a special-purpose govemment engaged only in business-type
activities. Accordingly, the School’s financial statements have been presented using the economic resources measurement
focus and the accrual basis of accounting. Under the accrual basis, revenues are recognized when eamed, and expenses are
recorded when an obligation has been incurred. All significant intra-agency transactions have been eliminated. Grants are
recognized when all eligibility requirements are met.

Statement of Net Position
All assets, all liabilities and deferred outflows and inflows of resources are include on the statement of net position.
Current Assets consist of unrestricted assets which are available for current operations or which will be available within one

year and restricted assets that will be used in current operations. All other assets are included as noncurrent assets. Current
Liabilities consist of those liabilities that are due within one year including the current portion of any long-term liabilities.

-14-



NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash and Investments

Cash consists of cash on hand and current investments, which are defined as investments that are readily convertible to cash
or which have an original maturity date within ninety days.

The School accounts for its investments at fair value in accordance with GASB Statement No.31, Accounting and Financial
Reporting for Certain Investments and for External Investment Pools.

Changes in the unrealized gain (loss) on the carrying value of investments are reported as a component of Investment
Income in the Statement of Revenues, Expenses, and Changes in Net Position.

The School’s investments are regulated by state law, as well as by guidelines and rules promulgated by the State Investment
Council and the State Treasurer. The State Investment Council has an arrangement composed of separate investment pools.
The School’s Board of Regents has elected to participate in these external co-mingled pools along with other educational
institutions and government bodies so electing within the State. All investments are allocated in the investment pools in a
manner consistent with the School’s written investment policy.,

'The Foundation cash and investments are comprised of interest bearing demand deposit accounts and certificates of deposit.
In addition, the Foundation holds two parcels of land received as a gift.

Agency Funds

Agency Funds are used to account for assets held by the School in a trustee capacity or as an agent for individuals, School
organizations, ot other governments. Agency funds are custodial in nature and do not involve the measurement or results of
operations, Accordingly, agency fund assets always equal agency fund liabilities.

The Agency Funds group consists of funds held by the School as custodian or fiscal agent for others, such as student
organizations, individual students, faculty members and textbook credits for other schools. Transactions of agency funds
represent charges or credits to the individual asset and liability accounts and are not transactions of any other funds.

Activity Funds — Account for receipts and disbursements of student and faculty clubs and activities.

Stadent Deposits — Account for receipts and disbursements of funds entrusted to the School by students and/or parents for
personal use,

Educational Material Credits (Federal Quota Funds) — Account for allotments and requisitions from federal programs
qualifying public and parochial schools in New Mexico.

Income Taxes
As an instrumentality of the State of New Mexico, the School is not subject to federal or state income taxes.
The Foundation is a 501(c){3) exempt organization under the Internal Revenue Code and therefore, files an annual form

990. No provision for income tax has been provided in this financial statement as the Foundation is not classified as a
private foundation and has no unrelated business income during the year ended June 30, 2014.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Capital Assets

Capital Assets are recorded at cost at the date of acquisition, or fair market value at the date of donation in the case of gifts.
The School’s capitalization policy includes all items with a unit cost in excess of $5,000 per Section 12-6-10 NMSA 1978.
The capitalization threshold was changed from $1,000 in prior years. Routine repairs and maintenance are charged to
operating expense in the year in which the expense was incurred.

Major outlay for capital assets and improvements are capitalized as projects when constructed. Interest incurred during the
construction phase of capital assets is included as part of the capitalized value of the assets constructed. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend asset lives are not capitalized.
Improvements are capitalized and depreciated over the remaining useful lives of the related fixed assets.

Depreciation for the School is computed using the straight-line method over the estimated useful lives of the assets.

Depreciable lives for the various asset classes are as follows:

Major Grounds Improvements 25 years
Building and Structures 40 years
Automobiles 5 - 10 years
Equipment, Machinery and Furniture 5 —25 years

The Foundation does not have any capital assets as of June 30, 2014.

Non-Current Liabilities

Non-cutrent liabilities include accrued compensated absences that will not be paid out within the next fiscal year.

Compensated Absences

Vested or accumulated vacation leave that is expected to be liquidated with expendable, available financial resources is
reflected as a liability of the School. In accordance with the provisions of the Governmental Accounting Standards Board,
Statement No. 16, Accounting for Compensated Absences, no liability is recorded for nonvesting accumulating rights to
receive sick pay benefits. Annual leave is earned according to the following schedule: '

Employee Type Years of Service Raie

12 month hourly employees 1-7 years 1 day/month
12 month hourly employees 7 years + 1.5 days/month
Salary employees N/A 14.67 hrs/month

Inventory

Supply inventories are valued at the lower of cost (first-in, first-out) or market, and primarily consist of food inventory, and
general cleaning, office, and education supplies.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Net Position
The School’s net position is classified as follows:;

Net Investment in Capital Assets: This represents the School’s total capital assets. The School does not have any debt
related to capital assets.

Restricted Net Position: Restricted expendable net position include resources, which the School is legally or contractually
obligated to spend in accordance with restrictions imposed by external third parties.

Unrestricted Net Position: Unrestricted net position represents all other resources, These resources are used for transactions
relating to the educational and general operations of the School, and may be used at the discretion of the governing board to
meet current expenses for any purpose.

Classification of Revenues
The School has classified its revenues as either operating or nonoperating revenues according to the following criteria:

Operating revenues: Operating revenues of the School include activities that have the characteristics of exchange
transactions, such as (1) federal, state and local grants and contracts; (2) state appropriated permanent fund income and land
income; (3) income generated through joint powers agreements; (4) fee for service-Medicaid in the schools; and (5) other
miscellaneous operating revenues.

Nonoperating revenues: Nonoperating revenues include activities that have the characteristics of nonexchange transactions,
such as gifts and contributions, investment income, and other revenue sources that are defined as nonoperating revenues by
GASB 9, Reporting Cash Flows Proprietary and Nonexpendable Trust Funds and Governmental Entities That Use
Proprietary Fund Accounting, and GASB 34.

Classification of Expenses

The School has classified its expenses as either operating or nonoperating expenses according to the following criteria:

Operating expenses: Operating expenses include activities that have the characteristics of exchange transactions, such as (1)
employee salaries, benefits, and related expenses; (2) utilities, supplies, and other services; (3) professional fees; and (4)
depreciation expense related to School property, plant, and equipment. Expenses not meeting this definition are reported as
non-gperating expenses.

When an expense is incurred that can be paid using either restricted or unrestricted resources, the School’s policy is to first
apply the expense towards restricted resources, and then towards unrestricted resources.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Budgetary Process

The Board adopts an annual budget for the current unrestricted and restricted funds, and the unexpended plant funds that
are prepared by the administration and approved by the Board, the state of New Mexico Commission on Higher
Education, and the State Budget Division of the Department of Finance and Administration. To amend the budget, the
School requires the following order of approval: (1) School Superintendent, (2) School Board Members, (3) Higher
Education Department, and (4) Department of Finance and Administration.

Budgets are adopted on a modified accrual basis of accounting. Certain revenues and expenditures that have been earned
and incurred in accordance with generally accepted accounting principles are deferred under the budgetary basis. An
example would be accrued vacation pay. In the statements prepared in accordance with generally accepted accounting
principles, the accrued vacation liability is recognized. For the budgetary basis, the School does not recognize the expense
and liability until the wage expense is paid in subsequent years,

Depreciation expense is not recorded for the budgetary basis of accounting.

Budgetary comparisons presented in the accompanying supporting schedules for the current unrestricted and restricted
funds are on this modified accrual budgetary basis.

These budgets secure appropriation of funds for only one year. Carryover funds must be reappropriated in the budget of the
subsequent fiscal year. Since the process in the state of New Mexico requires that the beginning cash balance be
appropriated in the budget of the subsequent fiscal year, the appropriated cash balance is legally restricted and is therefore,
used in the calculation to determine the annual budget.

Total expenditures or transfers in each of these amounts of budgetary control may not exceed the amount shown in the
approved budget: (A) Unrestricted expenditures and restricted expenditures; (B) Instruction and general; (C) Each budget
function in current funds other than instruction and general; (D) Within the plant funds budget: major projects, library
bonds, equipment bonds, minor capital outlay, renewals and replacements and debt service; and (E) each individual item of
transfer between funds and/or functions.

The Foundation does not receive any state or federal funds and therefore, has not adopted a legally binding budget.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America (GAAP) requires management to make estimates and assumptions that affect the reported amount 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 expenditures during the reporting period. Actual results could differ from those estimates.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 2. ACCOUNTS RECEIVABLE

Accounts receivable at June 30, 2014:

Primary
Institution =~ Component Unit
(School) (Foundation)
State of New Mexico (Land & Permanent Fund Income) $883,275 $0
Navajo Nation — Developmental 23,589 0
State of New Mexico — HSD 59,016 0
State of New Mexico — PED 4,812 0
Medicaid — FIT Kids 19,867 0
State of New Mexico — PSFA 22,975 0
Miscellaneous accounts receivable 4,574 0
$1,018,108 $0

All receivables are considered collectible. Accordingly, no allowance for uncollectible accounts has been established.

NOTE 3. CASH AND CASH EQUIVALENTS

State regulations require that uninsured demand deposits and deposit type investments, such as certificates of deposit; be
collateralized by depository thrift and banking institutions. At present, state statutes require that a minimum of fifty percent
of the uninsured balances on deposit with any one institution must be collateralized. A summary of cash and the related

collateralization is as follows:

Primary Institution — School

Wells Fargo Bank
Amount held $1,492,568
Less Government money market fund (674,847)
Less FDIC insurance (250,000)
Uninsured public funds $567,722
50% collateral required $283,861

All non interest bearing accounts (checking) and interest bearing accounts are insured up to $250,000 through the Federal

Deposit Insurance Corporation (FDIC).

Collateral held at June 30, 2014:

CUSIP Description Collateral Held By Maturity Date Market Value
31417EKY2 FN AB7507 3.00% Bank of NY Mellon 1/01/2043 $77,253
31417ETE1 FN AB7748 3.00% Bank of NY Mellon 1/01/2043 233,874
. 311,127

Over collateralized ($27,266)
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 3. CASH AND CASH EQUIVALENTS (CONTINUED)

The banks are reconciled as follows:

Wells Fargo Bank

Bank balance, June 30, 2014 $1,492,568

Outstanding deposits 1,600

Outstanding checks {118,591)

Book balance, June 30, 2014 $1,375,577

Cash carrying amounts $1,376,427

Less: Petty cash {850)

$1,375,577

Schedule of cash balances:

Reconciled
Depository Account Name Type Bank Balance Balance
Wells Fargo Bank, N.A. General Fund Checking $295,731 $178,769
Wells Fargo Bank, N.A. Payroll Checking 442,000 442,000
Wells Fargo Bank, N.A. Restricted Funds Checking 70,000 70,000
Wells Fargo Bank, N.A. Agency Funds Checking 9,790 9,761
Wells Fargo Bank, N.A. Money Market Money Market 674,847 674,847
Wells Fargo Bank, N.A. Life Skills Checking 200 200
Petty Cash 0 850
$1,492,568 $1,376,427

Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event of a bank failure, the School’s deposits
may not be returned to it. The School does not have a deposit policy for custodial credit risk. As of June 30, 2014,
$256,595 of the School’s bank balance of $1,492,568 was exposed to custodial credit risk.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 3. CASH AND CASH EQUIVALENTS (CONTINUED)

Component Unit — Foundation

First Nationai Sandia Labs
Bank Bank 34 Western Bank FCU
Amount held $34,683 $42,481 $74,565 $27,672
Less: FDIC insurance {34,683) {42,481) (74,565) {27,672)
Uninsured public funds $0 $0 $0 $0
Bank balance, June 30, 2014 $34,683 $42,481 $74,565 $27,672
Qutstanding deposits 14 0 0 0
Outstanding checks 0 0 0 0
Book balance, June 30, 2014 $34,697 $42.481 $74,565 $27,672
Schedule of cash balances:
Depository Type Bank Balance Reconciled Balance
First National Bank Checking $15,453 $15,467
First National Bank Certificate of Deposit 19,230 * 19,230
Bank 34 Certificate of Deposit 17,481 17,481
Bank 34 Certificate of Deposit 25,000 25,000
Western Bank Certificate of Deposit 74,565 74,565
Sandia Labs FCU Business Checking 27,532 27,532
Sandia Labs FCU Savings 140 140
$179,401 179,415
See Note 4. (118,795)
$60,620

*Qriginal maturity greater than 90 days reported as investments.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 4. INVESTMENTS

Primary Institution — School

The School’s investments are governed by state law, as well as a formal investment policy. The policy permits investments
which are within New Mexico constitutional and statutory law; however, the policy does stipulate that asset-backed or
collateralized securities must be rated AA or better. The School invests through the New Mexico State Investment Council,
which utilizes a list of legal investments per the State of New Mexico.

Interest Rate Risk

As a means of limiting its exposure to fair value risks arising from rising interest rates the School’s investment policy limits
interest rate risk by using adequate diversification in the funds noted and rebalancing the portfolio quarterly (based on
specified ranges) or more frequently if rapidly changing market conditions occur,

Concentration of Credit Risk

The School has established the following guidelines in their investment policy for asset allocations:

Asset Class Minimum Target Maximum

Equity:

Domestic Large Cap Active 7% 12% 17%
Domestic Small/Mid Cap 8% 13% 18%
Developed International 8% 13% 18%
Emerging International 5% 10% 15%
Bonds:

Core Bond Plus 47% 52% 57T%

At June 30, 2014, the market value (per quoted market price) of the School’s allocable share of the registered, uninsured
external investment pools is as follows:

Percentage Market Credit Risk
Description Of Portfolio Value Rating
Large Cap Activity 12.63% $1,152,740 Not available
Core Bond 52.70% 4,812,600 Not available
Non — US Developed 10.07% 919,781 Not available
Non — US Emerging 10.92% 997,585 Not available
Mid/Small Cap 13.68% 1,249,664 Not available

100% $9,132,370

Investment income components were as follows:

Investment income earned $222,179
Net capital appreciation (depreciation) 841,410
Interest on bank accounts 169

$1,063,758
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 4, INVESTMENTS (CONTINUED)

Component Unit — Foundation

As of June 30, 2014, the Foundation does not have an investment policy in place.

The Foundation’s investments at June 30, 2014 are:

Percentage Market Credit Risk

Description Of Portfolio Value Rating

Certificates of deposit - current 99% $118,795 Not available

Two land parcels — non current 1% 1,610 Not available
100% $120,405

NOTE 5. EDUCATIONAL MATERIAL CREDITS

The School is a participant in two programs: one state funded and one federally funded. The programs provide assistance in
the form of acquiring educational materials through allocations. The state funded progtam requires that the School
purchase instructional materials and then submit documentation of purchases to the state for reimbursement. Unused
allocations are available to be carried forward to future years. The federal program involves utilization of credits for
purchases of materials through the American Printing House for the Blind, Inc. Unused credits are available to be carried
forward for use in future years. The allocations have been recorded as revenues, along with offsetting expenditures. The
School does not budget for these types of non-monetary resources. The School also serves as a trustee, under the federal
funded program, for all public and private schools within the state that are eligible for educational materials credits as a
result of their enrollment of visually impaired students. Such credits are accounted for as held in trust for others.

NOTE 6. PERMANENT FUND

The Ferguson Act of 1898 and the Enabling Act of 1910 granted certain lands held by the federal government to the
territory of New Mexico. Under the terms of these grants it was stipulated that such lands, totaling 13.4 million acres, were
to be held in trust for the benefit of the public schools and other specific public institutions, of which the New Mexico
School for the Blind and Visually Impaired is one. Royalties and principal from land sales are transferred by the State Land
Office to the Investment Office, which adds these amounts to the corpus of the Permanent Fund. The income received on
the Permanent Fund is distributed by the Investment Office to the beneficiaries. Gains and losses on investment transactions
are credited or charged to the corpus and do not directly impact distributions to the beneficiaries.

Changes in the School’s share of permanent trust balances held by the Investment Office and other relevant information are
as follows;

Balance, June 30, 2013 $243,240,176
Distributed income (10,618,398)
State land office transfers 8,420,554
Capital gains/losses, unrealized gains/losses, income earnings 37,711,926

$278,754,258
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 7. LAND INCOME

The School receives income directly from the State Land Office Maintenance Fund related to the land held in trust for the
New Mexico School for the Blind and Visually Impaired noted in Note 6 above. This income is generated by the State
Land Office from oil and gas rental, bonuses, grazing rentals, miscellaneous rentals, interest on cash deposits, and other
income. The amount distributed to (and receivable by) the School for the fiscal year ended June 30, 2014 was $419,890,

including the land income reapportionment settlement of $34,573.

NOTE 8. CAPITAL ASSETS

For the year ended June 30, 2014, changes in the asset composition of capital assets were as follows:

Balance Transfers/ Baiance

06/30/2013  Restatement Additions Deletions  (6/30/2014
Capital Assets - Non Depreciable:
Land $1,553,524 $0 $0 $0  $1,553,524
Construction in process 4,689,361 {6,454) 7,094,281 (4,713,544) 7,063,644
Total capital assets, not depreciated 6,242 885 (6,454) 7,094,281  (4,713,544) 8,617,168
Capital Assets - Depreciable:
Improvements 1,451,045 0 0 (22,602) 1,428,443
Buildings and Structures 20,129,682 0 9,979 4,386,589 24,526,250
Art 8,000 0 0 0 8,000
Automotive Equipment 1,994,027 0 190,801 (114,183) 2,070,645
Furniture, Fixtures, and Equipment 2,995,555 0 73,168 345,307 3,414,030
Total capital assets, depreciated 26,578,309 0 273,948 4,595,111 31,447,368
Accumulated Depreciation:
Improvements {1,193,909) 0 {10,013) 0 (1,203,922)
Buildings and Structures {7,856,311) 0 (480,558) 0 (8,336,869)
Automotive Equipment (1,638,856) 0 (196,270) 114,183  (1,720,943)
Furniture, Fixtures, and Equipment (2,695,329) 0 (111,474) 4,250 (2,802,553)
Art (8,000) 0 0 0 (8,000
Total accumulated depreciation (13,392,405) 0 (798,315) 118,433 (14,072,287)
Net Capital Assets $19,428,789 ($6,454)  $6,569,914 $0 $25,992.249

Depreciation expense of $798,315 has been recorded in the plant operations function.

Software has been capitalized and depreciated as part of Furniture, Fixtures and Equipment.

Library books have not been capitalized and depreciated because they are generally less than the capitalization threshold of
$5,000 and not purchased as part of a collection.
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JUNE 30, 2014

NOTE 9. NON-CURRENT LIABILITIES

Amounts

June 30, June 30, Due Within

2013 Increases Decreases 2014 One Year

Accruned compensated absences $145,587 $146,314 $125,650 $166,251 $0

NOTE 10. ACCRUED LIABILITIES

Accrued liabilities at June 30, 2014 consist of the following:

Employee benefits payable $662,256
Employee wages payable 439,800
Emplovee taxes payable 89,707

Total $1,191,763

NOTE 11. PENSION PLAN — PUBLIC EMPLOYEES RETIREMENT ASSOCIATION

Plan Description. Substantially all of the New Mexico School for the Blind and Visually Impaired’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 pian.
That report may be obtained by writing to PERA, P.O. Box 2123, Santa Fe, New Mexico 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% (wages over $20,000) and 7.42% (wages under $20,000)
of their gross salary. The New Mexico School for the Blind and Visually Impaired is required to contribute 15.09% (wages
over $20,000) and 16.59% (wages under $20,000) of the gross covered salary. The contribution requirements of plan
members and the New Mexico School for the Blind and Visually Impaired are established in State statute under Chapter 10,
Article 11, NMSA 1978. The requirements may be amended by acts of the legislature. The New Mexico School for the
Blind and Visually Impaired’s contributions to PERA for the fiscal years ending June 30, 2014, 2013 and 2012 were
$308,791, $264,794, and $239,380, respectively, which equal the amount of the required contributions for each fiscal year.
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NOTE 12. PENSION PLAN ~ EDUCATIONAL RETIREMENT BOARD

Plan Description. Substantially all of the New Mexico School for the Blind and Visually Impaired’s full-time employees
participate in a public employee retirement system authorized under the Educational Retirement Act (Chapter 22, Article
11, NMSA 1978). The Educational Retirement Board (ERB) is the administrator of the plan, which is a cost-sharing
muitiple-employer defined benefit retirement plan. The plan provides for retirement benefits, disability benefits, survivor
benefits and cost-of-living adjustments to plan members (certified teachers, and other employees of State public school
districts, colleges and universities) and beneficiaries. ERB issues a separate, publicly available financial report that includes
financial statements and required supplementary information for the plan. That report may be obtained by writing to ERB,
P.O. Box 26129, Santa Fe, New Mexico 87502. The report is also available on ERB’s website at www.nmerb.org.

Funding Policy

Member Contributions

Plan members whose annual salary is $20,000 or less are required by statute to contribute 7.9% of their gross salary. Plan
members whose annual salary is over $20,000 are required to make the following contributions to the Plan: 10.1% of their
gross salary in fiscal year 2014; and 10.7% of their gross salary in fiscal year 2015 and thereafter.

Employer Contributions

New Mexico School for the Blind and Visually Impaired contributed 13.15% of gross covered salary in fiscal year 2014. In
fiscal year 2015, the School will contribute 13.9% of gross covered salary.

The contribution requirements of plan members and the New Mexico School for the Blind and Visually Impaired are
established in State statute under Chapter 22, Article 11, NMSA 1978. The requirements may be amended by acts of the
legislature. The New Mexico School for the Blind and Visually Impaired’s contributions to ERB for the fiscal years ending
June 30, 2014, 2013, and 2012, were $799,264, $624,171, and $579,984, respectively, which equal the amount of the
required contributions for each fiscal year.

Annuity Programs

Electing employees make contributions through payroll withholdings to one or more tax deferred annuity programs pursuant
to Internal Revenue Code Section 403(b) relating to special provisions for employee of public educational institutions. The
Schoo] makes no contributions to the annuity programs.
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NOTE 13. POST-EMPLOYMENT BENEFITS — STATE RETIREE HEALTH CARE PLAN

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

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

The RHCA issues a publicly available stand-alone financial report that includes financial statements and required
supplementary information for the postemployment healthcare plan. That report and further information can be obtained by
writing to the Retiree Health Care Authority at 4308 Carlisle NE, Suite 104, Albuquerque, New Mexico 87107.

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

The 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 fiscal year ended June 30, 2014, the statute required each participating employer
to contribute 2.5% of each participating employee’s annual salary; and 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, 2014, the statute required each participating employer to contribute 2.0% of each participating
employee’s annual salary; each participating employee was required to contribute 1.0% of their salary. In addition, pursuant
to Section 1 0-7C-15(G) NMSA 1978, at the first session of the Legislature following July 1, 2014, 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 New Mexico School for the Blind and Visually Impaired’s contributions to the RHCA for the years ended June 30,
2014, 2013 and 2012 were $156,666, $149,837, and $147,148, respectively, which equal the required contributions for
each year.

-27-



NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 14. RISK MANAGEMENT

The School participates in an insurance program sponsored by the Risk Management Division of the General Services
Department of the State of New Mexico. The Program self-insures against certain losses and utilizes blanket policies to
cover other losses, as well as excess self-insured losses. In return for premiums paid to the program, the School obtains the
benefit of insurance coverage commensurate with that provided by commercial providers for various risks of loss related to
torts; theft of, damage to, and destruction of assets; errors and omissions; injuries to employees; civil rights claims; and
natural disasters.

NOTE 15. CAPITAL OUTLAY APPROPRIATIONS — SEVERANCE TAX BONDS

Original Appropriation = Expenditures Balance Balance

Appropriation Period To Date Encumbered Unencumbered

State Appropriation — BR&R $296,600 2010 $296,600 $0 $0
State Appropriation — BR&R $296,600 2011 $296,600 $0 $0
State Appropriation — BR&R $284,000 2012 $222,052 $21,910 $0
State Appropriation — BR&R $284,000 2013 $0 $0 $284,000
State Appropriation — BR&R $284,000 2014 $0 $0 $284,000

NOTE 16. COMMITMENTS AND CONTINGENCIES

Construction obligations of $7,950,048 are not presented in the financial statements. These obligations represent unfinished
contracts with various entities.

NOTE 17. SUBSEQUENT EVENTS

Subsequent events were evaluated through November 3, 2014, which is the date the financial statements were available to
be issued.

NOTE 18. RESTATEMENT

Beginning net position has been restated to correct accounts receivable for $49,911 from PSFA for accrued expenses for
fiscal year 2013.

In addition, beginning net position has been restated to correct construction in process for $6,454. See also NOTE 8.
CAPITAL ASSETS.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED

ALL FUNDS
SCHEDULE OF REVENUES AND EXPENDITURES

BUDGET (MODIFIED ACCRUAL BUDGETARY BASIS) AND
ACTUAL ON BUDGETARY BASIS
FOR THE YEAR ENDED JUNE 30, 2014

Variance
Original Final Favorable/
Budget Budget Actual {(Unfavorable)
Operating Revenues:
Federal sources $131,413 $145,738 $145,788 $50
State sources 8,725,123 8,929,030 6,912,487 {2,016,543)
Local sources 7,700 8,400 7,800 {600)
State appropriations 1,125,500 1,206,600 1,206,600 0
State permanent fund income 10,792,402 10,792,402 10,618,398 {174,004)
Land income 975,000 482,573 419,890 {62,683)
Qutreach itinerant income 0 0 0 0
Medicaid in the schools 501,131 678,131 619,318 (58,813)
Other operating revenues 66,000 57,680 29,433 (28,247)
Total operating revenues 22,324,269 22,300,554 19,959,714 {2,340,840)
Operating Expenses:
Instruction 5,605,747 5,566,080 5,059,818 506,262
Academic support 3,037,792 3,081,447 2,858,913 222,534
Student support 2,073,718 2,003,467 1,750,767 252,700
Institutional support 2,335,250 2,395,995 2,065,949 330,046
Operation and maintenance of plant 1,680,194 1,823,650 1,557,770 265,880
Capital outlay 9,024,010 9,225,844 7,191,934 2,033,910
Renewal and replacements 284,000 800,685 170,740 629,945
Total operating expenditures 24,040,711 24,897,168 20,655,891 4,241,277
Operating income (loss) {1,716,442)  (2,596,614) (696,177) 1,900,437
Non-Operating Revenues (Expenses):
Investment income 275 275 169 (106)
Other income 32,600 34,472 21,401 (13,071)
Donations 158,800 116,588 12,879 {103,709)
Total non-operating revenues (expenses) 191,675 151,335 34,449 (116,886)
Net change in fund balance {1,624,767)  (2,445,279) (661,728) 1,783,561
Fund balance, beginning of year, as previously stated 650,000 2,358,784 2,358,784 0
Restatements 0 49,911 49,911 0
Fund balance, beginning of year, as restated 650,000 2,408,695 2,408,695 0
Investments converted to cash 1,524,767 769,695 0 (769,695)
Fund Balance, end of year $650,000 $733,111 $1,746,967 $1,013,856

The Notes to Financial Statements are an integral part of these statements.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED

UNRESTRICTED FUND
SCHEDULE OF REVENUES AND EXPENDITURES

BUDGET (MODIFIED ACCRUAL BUDGETARY BASIS) AND
ACTUAL ON BUDGETARY BASIS
FOR THE YEAR ENDED JUNE 30, 2014

Variance
Original Final Favorable/
Budget Budget Actual (Unfavorable)
Operating Revenues:
Federal sources $0 $2,128 $2,128 $0
State sources 8,724,010 8,925,844 6,910,471 (2,015,373)
Local sources 7,700 8,400 7,800 (600)
State appropriations 1,125,500 1,206,600 1,206,600 0
State permanent fund income 10,792,402 10,792,402 10,618,398 {174,004)
Land income 975,000 482,573 419,890 {62,683)
Qutreach itinerant income 0 0 0 0
Other operating revenues 16,000 18,200 7,833 {(10,367)
Total operating revenues 21,640,612 21,436,147 19,173,120 (2,263,027)
Operating Expenses:
Instruction 5,323,226 5,299,812 4,871,337 428,475
Academic support 2,552,156 2,614,020 2,468,317 145,703
Student support 2,005,718 1,763,067 1,512,661 250,406
Institutional support 2,335,250 2,395,995 2,065,949 330,046
Operation and maintenance of plant 1,680,194 1,823,650 1,657,770 265,880
Capital outlay 9,024,010 9,225,844 7,191,934 2,033,910
Renewal and replacements 284,000 800,685 170,740 629,945
Total operating expenditures 23,204,554 23,923,073 19,838,708 4,084,365
Operating income (loss) (1,563,942)  (2,486,926) (665,588) 1,821,338
Non-Operating Revenues (Expenses):
Investment income 275 275 169 {106)
Other income 32,600 34,472 21,401 (13,071)
Donations 6,300 6,900 5,406 {1,494)
Total non-operating revenues (expenses) 39,175 41,647 26,976 (14,671)
Net change in fund balance (1,524,767}  (2,445,279) (638,612) 1,806,667
Fund balance, beginning of year, as previously stated 650,000 2,275,673 2,275,673 0
Restatements 0 49,911 49,911 0
Fund balance, beginning of year, as restated 650,000 2,325,584 2,325,584 0
Investments converted to cash 1,524,767 769,695 0 {769,695)
Fund Balance, end of year $650,000 $650,000 $1,686,972 $1,036,972

The Notes to Financial Statements are an integral part of these statements.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED

SCHEDULE OF REVENUES AND EXPENDITURES
BUDGET (MODIFIED ACCRUAL BUDGETARY BASIS) AND

RESTRICTED FUND

ACTUAL ON BUDGETARY BASIS
FOR THE YEAR ENDED JUNE 30, 2014

Variance
Original Final Favorable/
Budget Budget Actual (Unfavorable)
Operating Revenues:
Federal sources $131,413 $143,610 $143,660 $50
State sources 1,113 3,186 2,016 (1,170)
Medicaid in the schools 501,131 678,131 619,318 {58,813)
Other operating revenues 50,000 39,480 21,600 {17,880)
Total operating revenues 683,657 864,407 786,594 (77,813)
Operating Expenses:
Instruction 282,521 266,268 188,481 77,787
Academic support 485,636 467,427 390,596 76,831
Student support 68,000 240,400 238,106 2,294
Institutional support 0 0 0 0
Operation and maintenance of plant 0 0 0 0
Total operating expenditures 836,157 974,095 817,183 166,912
Operating income (loss) (152,500) (109,688} (30,589) 79,099
Non-Operating Revenues (Expenses):
Other income 0 0 0 0
Donations 152,500 109,688 7,473 (102,215)
Total non-operating revenues (expenses) 152,500 109,688 7,473 {102,215)
Net change in fund balance 0 0 {23,116) (23,116)
Fund balance, beginning of year 0 83,111 83,111 0
Fund balance, end of year $0 $83,111 $59,995 ($23,116)

The Notes to Financial Statements are an integral part of these statements.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED

RECONCILIATION BUDGETARY COMPARISON SCHEDULE
ALL FUNDS AND STATEMENT OF REVENUES,
EXPENSES AND CHANGES IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2014

Sources/inflows of Resources:

Actual amounts (budgetary basis) "operating revenues"” from the budgetary comparison schedule. $19,959,714
Differences - Budget to GAAP:
State appropriations - non operating (capital) {284,000)
Textbook credits not budgeted 34,625
Unspent prior year Foundation grants returned (10,849)
PSFA severance tax bonds - non operating (capital) (6,881,336)
Total operating revenues as reported on the statement of revenues, expenses, and
changes in net position $12,818,154
Uses/OQutflows of Resources:
Actual amounts {budgetary basis) "operating expenses” from the budgetary comparison schedule. $20,655,891
The School budgets for capital assets purchased. Capital additions are not reflected as an operating
expense for financial reporting purposes. (7,368,229)
Depreciation expense is not considered an outflow of operating resources for budgetary basis but is
considered an expense for financial reporting purposes. 800,035
Bad debt expense not budgeted 866
Textbook credits used not budgeted 40,771
Total operating expenses as reported on the statement of revenues, expenses, and
changes in net position $14,129,334
Sources/Inflows of Resources:
Actual amounts (budgetary basis) "non-operating revenues” from the budgetary comparison schedule. $34,449
For budgetary purposes, the School does not consider the investment income earned as a source of
funds. The School budgets proceeds from the investment accounts. For financial reporting, the School
reflects the income as non-operating revenue. Investment expenses not budget. 1,063,589
State appropriations - non operating {(capital) 284,000
PSFA severance tax bonds - non operating (capital) 6,881,336
Total non-operating revenues as reported on the statement of revenues, expenses, and
$8,263,374

changes in net position

The Notes to Financial Statements are an integral part of these statements.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
ALL AGENCY FUNDS

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Balance Increase/ Decrease/ Balance
June 30, 2012 Receipts  Disbursements June 30, 2013
ACTIVITY FUNDS
Assets
Cash $8,460 $9,116 $9,545 $9,031
Accounts receivable 181 _ 0 181 0
Total assets $9.641 $9,116 $9,726 $9,031
Liabilities
Accounts payable $175 $0 - $59 $116
Due to student groups 9,466 9,116 9,667 8,915
Total liabilities $9,641 $9,116 —_$9,726 $9,031
STUDENT DEPOSITS
Assets
Cash $1,454 $699 $1,124 $1.,029
Liabilities
Due to individual students $1,454 $600 $1,124 $1,029
EDUCATIONAL MATERIALS CREDITS
Federal quota funds $8,290 $183,026 $162,070 $29,246
Liabilities
Held in trust for others $8,290 $183,026 $162,070 $29,246
TOTALS - ALL AGENCY FUNDS
Assets
Cash $10,914 $9,815 $10,669 $10,060
Accounts receivable 181 0 181 0
Federal quota funds 8,290 183,026 162,070 29,246
Total assets $19,385 $192,841 $172,920 $39,306
Liabilities
Accounts payable $175 $0 $59 $116
Due to student groups 9,466 9,116 9,667 8,915
Due to individual students 1,454 699 1,124 1,029
Held in trust for others 8,200 183,026 162,070 29,246
Toftal liabilities $19,385 $192,841 $172,920 $39,306

The Notes to Financial Statements are an integral part of these statements.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
SCHEDULE OF JOINT POWERS AGREEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Total Revenues
Estimated and
Responsible Party Beginningand Amountof  Contribution Audit Expenditures
Participants for Operations Descriptions Ending dates Project 6/30/2014 Responsibility Repored on:

NONE

The Notes to Financial Statements are an integral part of these statements.
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KRIEGEL/GRAY/SHAW & CO., PC.

CERTIFIED PUBLIC ACCOUNTANTS
TRADITIONAL YET PROGRESSIVE SERVICE SINCE 1962

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Independent Auditor’s Report

Mr. Hector H. Balderas, State Auditor and

Board of Regents of

New Mexico School for the Blind and Visually Impaired
Alamogordo, 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 business-type activities and the
discretely presented component unit of the New Mexico School for the Blind and Visually Impaired as of and
for the year ended June 30, 2014, and the related notes to the financial statements, which collectively comprise
New Mexico School for the Blind and Visually Impaired’s basic financial statements, and the budgetary
comparisons of New Mexico School for the Blind and Visually Impaired, presented as supplemental
information, and have issued our report thereon dated November 3, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit, of the financial statements, we considered New Mexico School for the
Blind and Visually Impaired’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 New Mexico School for the
Blind and Visually Impaired’s internal control. Accordingly, we do not express an opinion on the effectiveness

of the School’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A 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 significant 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. Hector H. Balderas, State Auditor and

Board of Regents of

New Mexico School for the Blind and Visually Impaired
Alamogordo, New Mexico

Page Two

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. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether New Mexico School for the Blind and Visually
Impaired’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 an instance of noncompliance or other matter that is required to be
reported under Government Auditing Standards and which is described in the accompanying schedule of
findings and responses as item 2014-001.

New Mexico School for the Blind and Visually Impaired’s Responses to Findings

New Mexico School for the Blind and Visually Impaired’s responses to the findings identified in our audit are
described in the accompanying schedule of findings and responses. New Mexico School for the Blind and
Visually Impaired’s responses were not subjected to the auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinicn 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 performed 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.

MQQQC/Q%/JMYQ A C.

Kriegel/Gray/Shaw & Co., P.C.
Las Cruces, New Mexico
November 3, 2014
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE FISCAL YEAR ENDED JUNE 30, 2014
CURRENT YEAR SIGNIFICANT DEFICIENCIES:

None.

CURRENT YEAR OTHER MATTERS:

20114-001 Deposits Not Timely — Other Matters

Statement of Condition — During our test work of receipts, two ($247 and $31) out of 40 receipts were not deposited
timely. Deposits were made eight and nine business days after receipt of funds.

Criteria —NMSBVT’s policy is to deposit at a minimum on a weekly basis, unless a large payment is received. Good
internal controls require a timely deposit of funds.

Cause — The Schoo!l has new staff in this area.

Effect — Potential for loss or theft of funds increases as time increases from receipt date to deposit date. Potential of
NSF (Non-Sufficient Funds) checks increases as time increases from date of check written to date of deposit.

Recommendation — The School should enforce policy of deposits no less frequent than weekly.
Management’s Response — A verbal review of the timeliness of deposits was conducted with the appropriate

NMSBVI staff upon awareness of the finding. The timeline requirement for deposits will be added to the Business
Department’s annual training document.

CURRENT STATUS OF PRIOR YEAR AUDIT FINDING:
2013-001 Deficient Documentation for Reimbursement of Meals — Significant Deficiency

Resolved and not repeated.

2013-002 Bank Balance Under Collateralized — Noncompliance

Resolved and not repeated.
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NEW MEXICO SCHOOL FOR THE BLIND AND VISUALLY IMPAIRED
EXIT CONFERENCE AND
FINANCIAL STATEMENT PREPARATION
JUNE 30, 2014

EXIT CONFERENCE

On November 5, 2014, an exit conference to discuss the contents of this document was held in closed session, with the
Board of Regents and school officials. Those in attendance were as follows:

Board of Regents: School Officials:

Alicia McAninch, Secretary Linda Lyle, Superintendent

Christine Hall, President Sylvia Hartley, Business & Finance Interim Director
Alfred Sena, Member Veronica Hernandez, Human Resources Director

Caroline Benavidez, Vice President

Kriegel/Gray/Shaw & Co., P.C.;

Debbie Gray, CPA/Shareholder

FINANCIAL STATEMENT PREPARATION
The financial statements and footnotes were prepared to conform with accounting principles generally accepted in the

United States of America by Kriegel/Gray/Shaw & Co., P.C. from information contained in the general ledger, other
books of original entry, internal financial reports, budgetary documents, and other reports and documents of the School,

-38-





